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Xuchang Launches 2026 Citywide Fair Competition Review Training Program
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Linfen Municipal Administration for Market Regulation Holds Training on Enhancing Fair Competi-
tion Review Capabilities
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SAMR Imposes Reduced Penalty on Luxshare Precision for Illegal Implementation of Concentration
of Undertakings

XEBRATZZ RN S LK B R ZHEE

US FTC Launches Antitrust Investigation into Rising Fertilizer Prices
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KFTC Records Highest-Ever Administrative Litigation Court Win Rate in 2025

W & %2 & 5 ¥ 3E A M Cybersecurity and Data Protection
AEIBAAT (AHNERENE L REQ AR EEMNZ)

Five Authorities Jointly Issue Provisions on the Administration of Multi-channel Distribution Services
for Internet Information Content
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CAC Launches Special Campaign “Clear & Bright - Optimize Online Business Environment and Rec-
tify Malicious Hype of Enterprise-related Information”
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CAC Convenes Plenary Meeting of Member Entities under the Coordination Mechanism for Online Law
Enforcement
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Cyberspace Administration of Guangdong Releases Circular on Irregularities in Personal Information
Collection and Usage by Local Apps
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Cyberspace Administration of Shanghai Announces Irregularities Concerning Collection and Use of Per-
sonal Information by Local Apps

*E: FAEFMN AN RELSB 315
USA: Illinois House of Representatives Passes SB 315
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EU: European Commission Fines Temu €200 Million for Breaching the Digital DSA
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Provisions on the Protection of Trade Secrets Take Effect on June 1
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Intellectual Property Court of the Supreme People's Court:Land contractors jointly liable for damages
for unauthorized seed breeding, ordered to cease infringement
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Beijing Internet Court: False Statements on Creation Process of Works Subject to Judicial Punishment
According to Law
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Ya'an Intermediate People's Court: Simple Processing of Public Domain Materials Lacks Originality;
Copyright Registration Cannot Substitute for the Basis of Rights
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Shenzhen Futian District People's Court: Nation's First Cosmetics Trademark Infringement Case un-

der the 1210 Cross-Border E-Commerce Model — Domestic Consignee Held Liable, Estée Lauder
Awarded 1.1 Million Yuan
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Shenzhen Intermediate People's Court: Nation's First Al R&D Software Development Contract Dispute
— Failure to Disclose API Leads to Fundamental Breach, Sole Shareholder Bears Joint and Several
Liability
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Beijing Intellectual Property Court: Imitating "Erdos" Identical Garments and Free-Riding on Goodwill
Constitutes Unfair Competition, Second Instance Affirms Original Judgment
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Switzerland Passes Patent Law Reform, Introducing Substantive Examination from 2027 to Align with
International Standards
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Xuchang Launches 2026 Citywide Fair Competition Review Training Program

On May 29, 2026, the Xuchang Municipal Administration for Market Regulation organized a citywide
training session on the fair competition review topic specifically. The training provided an in-depth
analysis of the fundamental framework of the fair competition review system, common non-compliant
provisions found in tendering and bidding documents, and representative cases involving the fair com-
petition review system. Moving forward, the Xuchang Municipal Administration for Market Regulation
will use this training as an opportunity to further strengthen policy review, improve the quality and effi-
ciency of review work, and enhance the professional capabilities of its review personnel. (More)
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Linfen Municipal Administration for Market Regulation Holds Training on En-
hancing Fair Competition Review Capabilities

On May 29, 2026, the Linfen Municipal Administration for Market Regulation held a training session
aimed at improving fair competition review capabilities across the city. The training focused on the
practical application of the fair competition review system and the interpretation of the standards set out
in the Regulation on Fair Competition Review. The training also provided a systematic explanation of
the background to the review system, key provisions of the Regulation on Fair Competition Review and
their implementing measures, as well as procedural requirements for conducting reviews. Particular em-
phasis was placed on the applicable laws and regulations, the scope of review, core review standards,
and relevant workflow procedures. (More)
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SAMR Imposes Reduced Penalty on Luxshare Precision for Illegal Implementation
of Concentration of Undertakings

On May 21, 2026, the State Administration for Market Regulation (“the SAMR”) published its admin-
istrative penalty decision concerning Luxshare Precision Industry Co., Ltd.’s unlawful implementation
of a concentration of undertakings in connection with its acquisition of certain businesses of Wingtech
Technology Co., Ltd.. On February 17, 2025, Luxshare voluntarily reported to the SAMR that its ac-
quisition of equity interests in three companies, including Jiaxing Yongrui, might constitute an unlaw-
ful implementation of a concentration of undertakings. The SAMR formally initiated an investigation
into the matter on September 5, 2025. Following its investigation, the SAMR concluded that the trans-
action had indeed been completed without the prior notification required under the Anti-Monopoly Law
of the People’s Republic of China (“the Anti-Monopoly Law”), thereby violating the Anti-Monopoly
Law’s mandatory pre-merger filing requirements for concentrations of undertakings. After conducting
a relevant assessment, the SAMR determined that the transaction did not have the effect of eliminating
or restricting competition. The SAMR further found that Luxshare had voluntarily reported the viola-
tion before the SAMR had independently discovered the relevant unlawful facts, thereby satisfying the
statutory conditions for lighter penalties. In addition, Luxshare had proactively improved and effec-
tively implemented its antitrust compliance management system, which qualified as a further mitigat-
ing factor warranting a reduction in the amount of the fine. Accordingly, the SAMR lifted the penalty
and imposed a reduced fine of RMB 900,000 on Luxshare Precision according to the law. (More)
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US FTC Launches Antitrust Investigation into Rising Fertilizer Prices

On 31 May 2026, according to media reports, the U.S. Federal Trade Commission (“FTC”) has
launched an industry-wide antitrust investigation into the sharp increase in fertilizer prices in the Unit-
ed States. The investigation is reportedly focused on the rise in fertilizer prices that has had a signifi-
cant impact on agricultural producers across the country and aims to determine the factors driving the
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surge in fertilizer prices. To date, the FTC has not disclosed the identities of any companies subject to
the investigation. Concerns have persisted for many years regarding the highly concentrated market
structure of the fertilizer industry, where a small number of firms dominate the majority of supply ca-
pacity; some critics have argued that such a highly concentrated market structure may create conditions
conducive to anticompetitive conduct, including potential price-fixing practices. (More)
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KFTC Records Highest-Ever Administrative Litigation Court Win Rate in 2025

On 25 May 2026, according to media reports, the Korea Fair Trade Commission (“KFTC”) achieved
its highest-ever court win rate in 2025, a result that is expected to further strengthen the agency’s confi-
dence in pursuing tougher antitrust enforcement. According to reports, Korean courts rendered rulings
in 136 administrative litigation cases relating to the KFTC’s enforcement decisions in 2025; among
those, the KFTC secured full victories in 122 cases, resulting in a complete win rate of 89.7%, up from
82.4% in the previous year. This also marked the highest annual success rate recorded since the KFTC
began compiling the relevant statistics in 2001. If the six partial victories were included, the KFTC’s
overall win rate rose to 94.1%, representing the highest level since 2013 (the overall win rate was
94.4% in 2013). The KFTC stated that the significant increase in its win rate was attributable in part to
the large number of cartel-related cases concluded in 2025. Such investigations generally involve clear-
er evidentiary structures, particularly where materials submitted by participating companies under the
leniency programme provide stronger evidentiary support for the regulator during judicial proceedings.
In addition to its litigation success rate, the KFTC also improved its case-handling efficiency: in 2025,
the average processing period for cartel cases was 281 days, more than 50% shorter than three years
earlier. (More)
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Five Authorities Jointly Issue Provisions on the Administration of Multi-channel
Distribution Services for Internet Information Content

On May 29, 2026, five authorities including the Cyberspace Administration of China (CAC) jointly
issued the Provisions on the Administration of Multi-channel Distribution Services for Internet Infor-
mation Content (Provisions). The Provisions govern the provision and use of multi-channel distribu-
tion services for internet information content within the territory of China as well as relevant supervi-
sion and administration work. Comprising five chapters and thirty-one articles, the Provisions shall
enter into force on September 1, 2026. The Provisions require institutions engaging in multi-channel
distribution services for internet information content (MCN institutions) to complete business entity
registration and obtain corresponding administrative permits in accordance with law. Relevant plat-
forms shall sign access agreements with MCN institutions and submit access filings to provincial-level
cyberspace authorities where the platforms are located without delay. Platforms shall display the name
of the affiliated MCN institution conspicuously on the homepage of registered public accounts of inter-
net users. It is stipulated under the Provisions that MCN institutions shall verify the identity of opera-
tors running internet public accounts pursuant to law, perform information security administration obli-
gations as required by law and contractual terms, and assist and supervise such operators to comply
with applicable information security requirements. The Provisions clarify that MCN institutions are
prohibited from providing live-stream publishing services to minors under the age of sixteen. Where
such services are provided to minors aged sixteen or above, MCN institutions shall verify their identity
information and obtain consent from their parents or other legal guardians. (More)
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CAC Launches Special Campaign “Clear & Bright - Optimize Online Business En-
vironment and Rectify Malicious Hype of Enterprise-related Information”

On May 29, 2026, the CAC announced the launch of a two-month special campaign titled “Clear &
Bright - Optimize Online Business Environment and Rectify Malicious Hype of Enterprise-related In-
formation”. The campaign targets rampant irregularities involving malicious hype of information in-
fringing enterprises’ legitimate rights and interests, removes and disposes of infringing enterprise-
related content and relevant accounts in a stringent and prompt manner, urges online platforms to ear-
nestly fulfill primary responsibilities, improves the governance mechanism for enterprise-related infor-
mation, strengthens crackdown on illegal enterprise-related infringing content, and further optimizes the
online business environment. The special campaign focuses on four prominent types of misconduct: (1)
Malicious hype over enterprise-related information: hyping negative corporate information at critical
timings including corporate IPO and financing, financial statement disclosure and new product launch-
es. (2) Defamation and smearing of enterprises: generating false and fabricated corporate information
via Al technology to deliberately smear and defame enterprises and entrepreneurs. (3) Illegal profit-
seeking: linking public opinion oversight and social supervision with commercial cooperation, and co-
ercing enterprises for financial gains by threatening to publish negative corporate information. (4) In-
fringement upon entrepreneurs’ personal lawful rights and interests: hyping and disclosing entrepre-
neurs’ private personal information. (More)
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CAC Convenes Plenary Meeting of Member Entities under the Coordination Mech-
anism for Online Law Enforcement

On May 26, 2026, the Office of the Central Cyberspace Affairs Commission (CAC) convened a plenary
meeting of all member entities under the coordination mechanism for online law enforcement. The
meeting reviewed and summarized achievements made by relevant departments and regions in advanc-
ing law-based cyberspace governance through coordinated efforts in 2025, analyzed and assessed pre-
vailing situations and tasks, and studied and arranged key work for the next phase. The meeting stressed
the need to further improve the development of online law enforcement coordination mechanisms at all
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levels, continuously advance the development of the working, institutional and technical systems for
law-based cyberspace governance, and refine regulatory law enforcement rules for key sectors as well
s response mechanisms for major cases. It was pointed out at the meeting that relevant authorities shall
strengthen coordination and synergy in online law enforcement to boost enforcement effectiveness,
deepen law enforcement over emerging key sectors, scale up cross-sector and inter-departmental joint
law enforcement, and advance judicial governance for cybersecurity. The meeting clarified that authori-
ties shall steadily consolidate the foundation of online law enforcement, scale up guidance on standard-
ized online law enforcement practice, promote the integration of online law enforcement with legal
publicity on cyberspace, and bolster regular and forward-looking research concerning online law en-
forcement. (More)
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Cyberspace Administration of Guangdong Releases Circular on Irregularities in
Personal Information Collection and Usage by Local Apps

On May 29, 2026, the Cyberspace Administration of Guangdong issued a circular regarding irregulari-
ties in personal information collection and usage by locally-operated mobile applications, with viola-
tions specified as follows: (1) Failure to itemize the purposes, methods and scope of personal infor-
mation collection and usage by embedded third-party SDKs within public documents such as privacy
policies. (2) Failure to explicitly specify in privacy policies the purposes, methods and scope under
which third-party SDKs collect OAID, photos, sensor data and Android ID, while such information is
actually collected after users consent to the privacy policy. (3) Failure to disclose the names of third-
party recipients, purposes of data sharing and categories of shared personal information, while transmit-
ting OAID, AAID and VAID to third-party SDKs post users’ privacy policy consent. (4) Failure to in-
form users of relevant purposes simultaneously when applying for permissions for camera, location,
storage and audio recording. (5) Omission of dedicated personal information processing rules where
mini-programs process personal information of minors under fourteen years old. (6) Failure to prompt
users to read and consent to privacy policies upon initial launch of mini-programs; no privacy policy
document provided and no disclosure of the purpose, method and scope for mobile phone number col-
lection by mini-programs. (7) Request for location access upon the first startup of mini-programs with-
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out users’ prior reading and consent of privacy policies. (8) Missing disclosure of the purpose, meth-
od and scope for mobile phone number collection within privacy policies. Relevant operators shall
omplete rectification within 15 working days from the release date of this circular and submit rectifi-
cation outcomes to the Cyberspace Administration of Guangdong. (More)
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Cyberspace Administration of Shanghai Announces Irregularities Concerning
Collection and Use of Personal Information by Local Apps

On May 25, 2026, the Cyberspace Administration of Shanghai issued an announcement on irregulari-
ties in the collection and use of personal information by locally operated mobile applications, with the
relevant violations listed below: (1) The privacy policy is inaccessible for easy reading. (2) Discrep-
ancy exists between the stated purpose, method and scope of personal information collection and use
and the actual collection and use practice. (3) Failure to inform users of the purpose and necessity
concurrently when collecting sensitive personal information. (4) Collection and use of personal infor-
mation without users’ consent. (5) Collection and use of personal information beyond the necessary
scope. (6) Repeatedly soliciting users’ consent for personal information collection. (7) Compelling
users to consent to the collection of non-essential personal information. (8) Failure to provide an opt-
out function for personalized information push. (9) Collecting personal information including location
data, address book entries and SMS messages under irrelevant scenarios. (10) Failure to promptly
erase personal information after account cancellation. Relevant operators shall complete rectification
within 15 working days as of the release date of this announcement and submit rectification reports to
the Cyberspace Administration of Shanghai. (More)
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USA: Illinois House of Representatives Passes SB 315

On May 28, 2026, the Illinois House of Representatives passed the Artificial Intelligence Safety
Measures Act (SB 315). SB 315 is a frontier-model catastrophic-risk safety measure, not a broad Al
disclosure regime. It applies only to large Al developers with more than $500 million in annual gross
revenue that build models meeting a frontier-scale compute threshold. Covered developers face four
core obligations: (1) Publish and annually update a catastrophic-risk framework explaining how they
assess model capabilities, apply industry standards, and govern deployment. (2) Retain an independ-
ent third-party auditor annually to verify safety practices (the provision no other state has). (3) Report
Al safety incidents to state officials within 72 hours of discovery. (4) Honor whistleblower protec-
tions for employees who raise safety concerns. (More)
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EU: European Commission Fines Temu €200 Million for Breaching the Digital
DSA

On 28 May 2026, the European Commission issued a fine of €200 million to Temu under the Digital
Services Act (DSA). The company failed to diligently identify, analyze, and assess the systemic risks
of illegal products being offered on its platform and the resulting harm to consumers in the EU.
Temu’s risk assessment of 2024 falls short of the standards laid out in the DSA: (1) It is based on
general information about risks concerning the eCommerce sector as a whole, rather than on specific
evidence about Temu’s own service, including public reports and testing. (2) It seriously underesti-
mated how often EU consumers are likely to encounter illegal items. Evidence from a mystery shop-
ping exercise included in the Commission’s investigation shows that a very high percentage of the
selected chargers failed basic safety tests, while a high percentage of tested baby toys posed safety
risks of medium to high severity, as they contain chemicals exceeding legal safety limits or pose suf-
focation hazards due to detachable parts. (3) It did not properly assess how the design of its service -
including recommender systems and product promotion programmes by affiliated influencers - could
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amplify dissemination risks of illegal products. Under the DSA, designated Very Large Online Plat-
forms are required to diligently assess systemic risks linked to their services and adopt corresponding
itigation measures. The fine issued was calculated taking into account the nature of the infringement,
its gravity in terms of affected EU users, and its duration. Failing to conduct proper risk assessments
(one of the cornerstones of the DSA’s architecture) is a particularly serious infringement of the DSA.
(More)
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Provisions on the Protection of Trade Secrets Take Effect on June 1

The Provisions on the Protection of Trade Secrets (hereinafter the Provisions) entered into force on
June 1 this year, repealing the Several Provisions on Prohibiting Acts of Infringing upon Trade Secrets
promulgated on November 23, 1995. The Provisions fill gaps in detailed administrative protection rules
for trade secrets and deliver clear practical criteria for regulatory law enforcement and corporate com-
pliance.

For the first time at the departmental regulatory level, the Provisions elaborate rules on trade secret
identification, categories of infringing conduct and administrative protection procedures, furnishing pre-
cise, actionable guidance for market regulation authorities handling law-enforcement cases and enter-
prises across all sectors conducting compliant operations. Responding to emerging demands for trade
secret protection in the digital era, the Provisions explicitly include data and algorithms among protect-
able technical information qualifying as trade secrets. In addition, it adds provisions governing induce-
ment, solicitation and contributory infringement, improves liability rules for third-party actors, and ena-
bles full-chain accountability for infringements.
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During the 15th Five-Year Plan period, the State Administration for Market Regulation (SAMR) will
accelerate drafting guidance on tightening trade secret protection, launch a new round of innovative pi-
ot programs, foster professional appraisal institutions, and advance the formulation of trade secret pro-
tection inventories for key industries and enterprises. An official from the Price Supervision and Com-
petition Bureau of SAMR noted that an increasingly robust trade secret protection framework will bol-
ster enterprises’ confidence in innovation and entrepreneurship.

Source: State Administration for Market Regulation of China
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Intellectual Property Court of the Supreme People's Court:Land contractors jointly
liable for damages for unauthorized seed breeding, ordered to cease infringement

Recently, the Intellectual Property Court of the Supreme People's Court concluded a case involving in-
fringement of a new maize plant variety. In the second instance, the court amended the original judg-
ment to correct the first-instance court's failure to order cessation of the infringement, determined that
the land contractor and the actual operator constituted joint infringement, and ordered joint and several
compensation totaling 2.017 million yuan.

The court found that a seed company in Hebei Province is the holder of the variety rights for the maize
variety "Wannuo 2000." Wang Guimou, as the land contractor, registered for seed production in his
own name but actually planted the infringing variety. Zhao Moumou was responsible for planting man-
agement. Without permission, the two produced and sold the propagating materials of the protected va-
riety, constituting joint infringement. Wang Guimou claimed that he had subcontracted the land, but no
valid evidence supported this claim. Moreover, he refused to cooperate with the investigation, resulting
in the loss of key evidence, which demonstrated obvious subjective fault.
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In the second instance, the Supreme People's Court determined that the land contractor bears the obliga-
tion to operate the contracted land in compliance with regulations, and subcontracting does not exempt
he contractor from liability. A request for cessation of infringement should generally be supported and
is not limited to a specific plot of land or time period. In accordance with the law, the second-instance
court amended the judgment, ordering Wang Guimou and Zhao Moumou to cease the infringement and
jointly and severally pay 2 million yuan in economic losses and 16,985 yuan in reasonable expenses for
rights protection.

This case clarifies the boundaries of liability for land contractors in new plant variety infringement and
the adjudication rules on cessation of infringement, strengthening the full-chain protection of intellectu-
al property rights in the seed industry.

Source: Intellectual Property Court of the Supreme People's Court
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Beijing Internet Court: False Statements on Creation Process of Works Subject to
Judicial Punishment According to Law

Recently, the Beijing Internet Court concluded a judicial punishment case involving false statements on
Al-generated works and obstruction of litigation, making clear that intellectual property rights enforce-
ment must adhere to the baseline of good faith.

The court found that Wei filed a lawsuit against a Beijing-based development company, alleging in-
fringement of his right to network dissemination of information on photographic works. During the tri-
al, the court discovered that the images in question displayed templated and mass-produced characteris-
tics, suggesting they were Al-generated, and therefore asked Wei to verify the nature of the works. Wei
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fabricated facts about the shooting time, location, equipment, and collaborative creation, insisting that
the images were captured manually. The court added Zhou as a third party for verification. Zhou denied
11 facts concerning creation, authorization, and registration. Wei ultimately admitted that the images in
question were purchased in bulk and that the creation process was entirely fictitious.

The court held that Wei intentionally made false statements and fabricated creation facts during the pro-
ceedings, seriously disrupting judicial order and constituting obstruction of litigation. The court of first
instance imposed a fine of 10,000 yuan on Wei in accordance with the law and dismissed all of his
claims. Wei expressed remorse and paid the fine. The judgment has taken effect.

This case serves as a typical example of regulating false copyright enforcement in the context of Al cre-
ation. It explicitly prohibits fabricating creation facts and confusing the nature of works, and uses judi-
cial punishment to guide market entities toward compliant creation and good-faith rights enforcement,
thereby safeguarding order in the copyright market in the Al era.

Source: Beijing High People's Court
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Ya'an Intermediate People's Court: Simple Processing of Public Domain Materials
Lacks Originality; Copyright Registration Cannot Substitute for the Basis of Rights

Recently, the Intermediate People's Court of Ya'an City, Sichuan Province, issued a second-instance
judgment in a copyright infringement dispute brought by Ke against four cultural gift and ceramic en-
terprises, dismissing the appeal and affirming the original judgment.

The court found that Ke, holding a work registration certificate for the "Shi San Bai 002 Series,"
claimed that the "Guochao Fengshiye" (National Trend Wind Lion God) ornaments sold by the four de-
fendants constituted infringement and sought compensation of 800,000 yuan. The defendants argued
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that the image originated from the traditional Minnan "Wind Lion God" public domain material, that Ke
had made only simple alterations which did not constitute a work, and that the ownership of the rights
as in dispute. The court of first instance dismissed Ke's claims on the grounds of insufficient evi-
dence, and Ke appealed.

The court of second instance held that the image in question was derived from traditional folk custom
materials in the public domain, and Ke's alterations were minimal and did not form an original expres-
sion; therefore, it did not constitute a work within the meaning of the Copyright Law. Furthermore, cop-
yright registration serves merely as a formal proof, and in the presence of contrary evidence, the rights
holder must submit core evidence such as creation drafts to substantiate the ownership of rights. Based
on these findings, the second-instance court affirmed the original judgment and dismissed all claims.

This case clarifies that simple processing of traditional folk images does not constitute a work, and a
copyright registration certificate cannot be automatically relied upon as the basis for rights, delineating
the boundary between public domain materials and original works.

Source: Ya'an Intermediate People's Court
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Shenzhen Futian District People's Court: Nation's First Cosmetics Trademark In-

fringement Case under the 1210 Cross-Border E-Commerce Model — Domestic
Consignee Held Liable, Estée Lauder Awarded 1.1 Million Yuan
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Recently, the Futian District People's Court of Shenzhen concluded a trademark infringement lawsuit
brought by the Estée Lauder group against a domestic consignee. As the nation's first case to hold a do-
estic consignee liable under the cosmetics 1210 cross-border e-commerce (bonded warehousing)
model, the court ordered the defendant to cease infringement, destroy the infringing goods, and pay a
total of 1.1 million yuan in economic losses and reasonable expenses, setting a record for the highest
compensation awarded in similar cases.

The court found that the trademarks "ESTEE LAUDER," "LA MER," and others owned by the Estée
Lauder group are highly renowned, with some having been recognized as well-known trademarks. The
defendant engaged in cross-border cosmetics import and export business under the 1210 bonded ware-
housing model. On two separate occasions, its declared infringing cosmetics were detained and admin-
istratively penalized by Shenzhen Huanggang Customs, yet the defendant continued its infringing activ-
ities. The defendant claimed to be merely a warehousing and logistics service provider. Based on cus-
toms declaration, transaction records, and other evidence, the court determined that the defendant was
the import consignee and export consignor, bearing the obligations of intellectual property review and
truthful declaration, and could not evade liability by claiming the status of a "service provider."

The court held that export constitutes an act of sale, and import, in the absence of evidence to the con-
trary, shall be deemed preparation for sale, both of which are subject to regulation under the Trademark
Law. The defendant's actions constituted trademark infringement. Taking into account the reputation of
the trademarks, the scale of infringement, repeated infringement, and other circumstances, the court
rendered the above judgment in accordance with the law.

This case clarifies the boundaries of trademark infringement liability for domestic consignees under the
1210 cross-border e-commerce model, serves as a powerful deterrent against the sale of counterfeit
goods through cross-border channels, and provides an important judicial reference for regulating intellectual
property protection in new business formats.

Source: Shenzhen Futian District People's Court
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Shenzhen Intermediate People's Court: Nation's First AI R&D Software Develop-
ment Contract Dispute — Failure to Disclose API Leads to Fundamental Breach,
Sole Shareholder Bears Joint and Several Liability

Recently, the Shenzhen Intermediate People's Court concluded the second instance trial of the nation's
first dispute over a computer software development contract involving artificial intelligence research
and development, clarifying the contractual duty boundaries for external API calls in Al development
and standardizing the delivery requirements for technical deliverables.

The court found that Shenzhen Yimou Company and Guangdong Zhongmou Communications Compa-
ny agreed to co-develop a livestreaming virtual digital human project for 600,000 yuan, with the full
source code to be delivered. Yimou Company actually paid 400,000 yuan, with the remaining 200,000
yuan converted into an equity stake for Li Moumou. The system delivered by Zhongmou Company had
issues such as core code being encrypted, key functions relying on non-open-source external APIs, and
failure to deliver the source code, rendering it impossible to conduct secondary development or com-
mercial use, thereby constituting a fundamental breach of contract.

The second instance court determined that the developer failed to disclose in the contract that the core
functions relied on non-open-source APIs and was unable to provide the complete source code, making
it impossible to achieve the contractual purpose and constituting a fundamental breach. It ordered re-
scission of the agreement, refund of 300,000 yuan in development fees, and compensation for corre-
sponding losses. Li Moumou, as the shareholder of a single-member limited liability company, was un-
able to prove the independence of personal property from company property and thus bore joint and
several liability for the company's debts.

This case makes clear: In Al development, the source, authorization, and open-source nature of external
APIs invoked must be clearly specified in the contract; failure to do so may constitute a fundamental
breach. A sole shareholder of a single-member company must bear joint and several liability for the
company's debts. This case provides important adjudicative guidance for Al technology development,
commercialization of results, and compliance in technology contracts.

Source: Shenzhen Intermediate People's Court
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Beijing Intellectual Property Court: Imitating "Erdos" Identical Garments and
Free-Riding on Goodwill Constitutes Unfair Competition, Second Instance Affirms
Original Judgment

Recently, the Beijing Intellectual Property Court concluded an unfair competition dispute involving
"Erdos," dismissing the appeal and affirming the original judgment, ordering the two defendants to
cease infringement and jointly pay a total of 800,000 yuan in economic losses and reasonable expenses.

The court found that the brands and designs under Erdos Company enjoy relatively high market recog-
nition. A certain company sold 132 identical styles of Erdos garments in its online store, using
"celebrity-endorsed same style" promotions and claiming they were "exactly the same." The outer pack-
aging of the accused products displayed the corporate information of a certain trading company. The
two defendants deliberately free-rode on the goodwill of the Erdos brand and squeezed out trading op-
portunities. The court of first instance determined that this constituted unfair competition.

The court of second instance held that the alleged acts violated the principles of good faith and business
ethics, amounting to a typical case of goodwill free-riding. The corporate name displayed on the outer
packaging could establish joint infringement, and internal agreements could not be set up against third
parties. Brushing transactions (fabricated sales) could not serve as a legitimate ground to reduce damag-
es. The first instance court's findings of fact were clear and the application of law was correct, and thus
the judgment was affirmed.

This case clarifies that the goodwill generated by clothing designs and endorsements is protected under
the Anti-Unfair Competition Law. Imitating identical styles and engaging in promotional free-riding
constitutes unfair competition, providing adjudicative guidance for the protection of brand designs and
compliance in e-commerce operations.

Source: Beijing Intellectual Property Court
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Switzerland Passes Patent Law Reform, Introducing Substantive Examination from
2027 to Align with International Standards

Recently, Switzerland has completed the modernization reform of its Patent Law. The new law will of-
ficially take effect on January 1, 2027, comprehensively upgrading the patent examination system and
aligning it with international standards.

The core elements of this reform include: implementing mandatory prior art searches and introducing a
new optional full substantive examination, which assesses novelty and inventive step, thereby enhanc-
ing patent stability and credibility; establishing an appeal system before the Federal Patent Court and
abolishing the previously unused opposition procedure to optimize the right confirmation mechanism.
The filing of technical documents in English will be permitted, reducing translation costs for interna-
tional applicants and enhancing the system's attractiveness.

Regarding fees, a new search fee of 500 Swiss francs is added to the patent application fee, and the
number of claims covered by the application fee increases from 10 to 15. Applications that are pending
before January 1, 2027 and for which the examination fee has not been paid will, in principle, be auto-
matically subject to the new law.

This reform aims to establish a more comprehensive and transparent patent system, bringing Swiss pa-
tent examination standards into convergence with European and international standards. A utility model
system was not introduced. The reform has completed the legislative process, with no referendum chal-
lenge, and will be implemented as scheduled.

Source: China Intellectual Property Protection Network
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This Newsletter has been prepared for clients and professional associates of Lifang & Partners. Whilst every effort
has been made to ensure accuracy, no responsibility can be accepted for errors and omissions, however caused.
The information contained in this publication should not be relied on as legal advice and should not be regarded as
a substitute for detailed advice in individual cases.
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