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Background/
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— Shanghai Company A and New York Company B entered into a joint development

agreement.

AR S5AL) N F LT T LRI R

— Company A has no assets outside of China.
2wl AE R AN 5877

— Company B has operations in China via several WFOEs.
VAVNCIBBUEAE & NIHR LA N A do R ESESE= AN

— Company B transferred certain technologies to Company A for fees.
L m) & ) s ml A AL T BOREOR

— “Company B owns the intellectual property rights in all improvements to the transferred
technologies without additional fees or consideration.”

B BRI A Sk AR BH A ARl T, O R RS SOAS 9l B e
— “The Agreement is governed by New York law.”
“RIMBZALEEE .
— “All disputes relating to this Agreement must be litigated exclusively in the Federal
Court for the Southern District of New York.”
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Hypothetical I/ E 5= —

— Company A files patent appllcatlons in its own name, in China and U.S. covering
an improvement to the Company B’s technologies.

2w B B 44 AR A N SE [E PR A T IR & R HOR B0 () Hg 2 ) o
— Company B demands that Company A assign the patent applications to Company
LA T B ] ) 2/ A AR

— But Company A refuses. Company B sues Company A in New York for breach of
contract, seeking a court order compelling the assignment of the U.S. and

Chinese patent applications.
@%%&ﬁﬁ%%ﬁ%ﬂ$w L FEH LD A Al SR VR IR, AR A3,
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— Likely result: Company B gets the U.S. application but not the Chinese
application

REMIER: L wl UG SRIE G A R, EISERAEH E LR HiE.
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Choice of Law/ B BV R )R FE

— A Chinese party and non-Chinese party can choose non-Chinese
law to govern their agreement.

7 AN AT LIRS EIAT A B B R A

— Notwithstanding choice of foreign law, in order for the agreement
to be enforceable in China, mandatory provisions of Chinese laws
must be complied with.
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More on Choice of Law/ B 351 EFE (482)

— Foreign choice of law often gives MNCs a false sense of security.

WEREAMENEAAE N B A 4 1 i [ o w] —Rh R AR A 22 AR
» Some MNCs use foreign governing law to bypass Chinese law - but it does not work
so long as enforcement will ultimately be sought in China!

RS [E] 23wl il A 2kl 2R b A H B — HR R s AP A T A
WEAT,  SXTh AT BOgt i A R
» Foreign law adds complexity in Chinese litigation.

HREREREIN T S N URIA A28

— Chinese judges generally have hard times in understanding and applying
aspects of foreign law that are inconsistent with Chinese law.
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Dispute Resolution/Z+ D fi# R

— Notwithstanding overseas venue for litigation or arbitration, all foreign judgments
or awards must be recognized by Chinese courts to be enforced in China.
LIV (S 358 A AT VR sl A, ot SR A7b [ ) el i el v 8 A iy [R50 LAY, 0 20
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— China and U.S. are not a member of any international treaty that recognizes
court judgments.
A [ R 56 [ 22 1R 53 A AH B AR I Bt ) 2R 1R 6 o 1

» Chinese and U.S. courts can but need not recognize foreign judgments.
A R 56 [ 925 Bt A RABELAS R JBUAR A A1 R

— China and U.S. are a member of the New York Convention on the Recognition

and Enforcement of Foreign Arbitral Awards.

R EFSEE I (RS B ACGA R PATHNE B A2 Y (AL RZ)) BI%4EZ)E
» About 142 member countries.
ZNA L1420 402 1
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Enforcing foreign arbitral awards in China

FE B AT S E ek ok

— Procedure for enforcing foreign arbitral awards
AME P Bk B IAT R

> Applicant directly applies to the intermediate people’s court of the place where the adverse party resides or where its
property is located.

I N LA ) B AT AN BRI 7 e et 1) b N BRGR B S
» The court can (1) either recognize and enforce the award (2) or refuse recognition of the award.
BT (D)ANTF ATk, B4 &Nz
— Grounds for non-recognition

TR RN IR B

» Invalid arbitration agreement;
i M TE K

» Lack of due process;
PERPANEES

» Tribunal beyond authority;
fifrsfl e AL P 5

» Improper composition of tribunal; and
R A AT EE: N

» Non-arbitrability of the dispute;
AT i v

» Award in conflict with Chinese public policy

A7 SN M SRR S 65

— Pre-reporting to SPC in case of non-recognition

W ARAE LR SN bk, 2R G ) g N RGABETL
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Dispute Resolution and Governing Law
FUUR RN EFER R

— Litigation in China/{EH [E 5 N BT U4

>

>

Chinese law
KA B AR
Specify Beijing or Shanghai courts for dispute resolution

WE FEAL B BB IVEBEREA T VR A

— CIETAC Arbitration/ZE b2 fh#

>

>

>

>

Place of arbitration: Beijing

fhth: b5

Place of all oral hearings: outside of China
P 1Sk Wik 2 o S Ak

Prefer Chinese law

Pestie i Bk

Foreign law is acceptable

W] LU AR EVE

— Arbitration in Hong Kong/{E & s HEAT

>

>

— Arbitration in the rest of the world/7ZF At & 2 fHh [X 3R 4T A3

>

>

Prefer Chinese law
oSk F v 1%
Foreign law is acceptable

W] LU AMEVE

AAA arbitration where discovery is desired
AR IR (R 75 22, 556 [H A b 2 HEAT ok
Foreign law

KA FE 7
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Hypothetical /&% 5= —

— Company A discovers that one of Company B’s WFOEs in Shanghai is using Company B’s
technologies that were transferred to Company A.

08w L 40wl AE BRI SR R AR BT AV AR ] Ce e ik 47 2 7l () 48 Al ok

— Company A demands that Company B cease using the transferred technologies in China on
the basis that Company has an exclusive license in China.
g%@%g%ﬂE%W%&ﬁﬁﬁ#ﬁ%%%@ﬁﬁﬂ%m,%*ZQE@EE$E%Wﬁ%
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— Company B refuses on the basis that it granted a semi-exclusive license to Company A and
thus has the right to grant a license to its WFOE to use the transferred technologies.
%%g%%i&ﬂ%%ﬁ,M%@Qﬁ@%%#@ﬁﬂ,ﬁ%aﬁﬂﬁﬂﬁﬂﬁ%%@ﬁﬁ%

1 o

- ‘];This Agreement has a Chinese version and a English version. Both versions have equal
orce.”

AP TSR SCAS . PRI SCA B RS . 7
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Hypothetical II (continued)/{R 5 & — (£

— Company A sues Company B’s WFOE in Shanghai for infringement.
HH o JAE B 00y /AR B BB AL SRR AL 2 T
— What result?
AL SR
> Company B wins if “Hithi/F7]” is used
WA “HARFT 7, WL\ .
> Company A wins if “Jit 5 7]” is used
WmRAE A PG, W S\ R

— Company A sues Company B in New York for breach of contract.
A FIHEALN LA AT A Z .

— What result?
25 Ry 2

» Company A wins if “exclusive license” is used.

mHAEH “exclusive license”, T2 &) F
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Linguistic Differences/i& S Z= 7

— Sole-exclusive License P VR R]
— Semi-exclusive License HeAth 4 AT
— Non-exclusive License W VF AT vs. AEARB R AT

» Most western licenses only make a distinction between exclusive and
nonexclusive but do not further specify the nature of an exclusive license (sole vs.
semi).

K H04 7 HFK ] X 5l exclusive flinon-exclusiveif i] , 1 A P-4 exclusive i
A HHATHE— D X 4 Ol 2 HEA)

> “Exclusive license” is often translated into Chinese as “HEthi417]” which allows the
licensor to practice.

“Exclusive license” il  # #1354 “Huth g7, Bk avEd el 54
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Conclusions/Z5 18

— Cross-border technology transactions are full of traps for the unwary
5 [ HRAS Gy mii o AR, — AN Dt S B
— Exclusive dispute resolution clause is not always advantageous
FEAt I U P S T EH A
— Choice of law is not less important so long as agreement complies with both Chinese law and
U.S.

5 USR] IRy o [ A5G EVA IGO0 1, BRI B B IS4 2L
— Arbitration vs. litigation
I VR
— Arbitration is preferred over litigation
“HZ e
— Interim relief must be explicitly provided
I B SR5 DA 20 B A R
— U.S. litigation is costly and discovery can be abusive
153% FEREAT YRIA B A AR R, i HLBGIE R ) BEAREE
— Chinese companies should avoid exclusive U.S. litigation or arbitration for dispute resolution.
H ] 2 ) N 2 S 5 R R VA A A D ME— R S U TR IR AT
— |P litigation in China is improving
A R AR VA PR I AE 2503
— American companies should consider litigation in China for certain disputes.

I [ 2 ) Wi % LR R A UG T AR B HEA T YR VAR R o
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Thank You
A !

For More Info, Please Contact

I T EE A5 R

SO/ elll:

AR

Benjamin Bai/ [ [X;
Partner/& 4k A\
Allen Overy LLP, Shanghai Office
o PR E PRt 555 B B AR AL

benjamin.bai@allenovery.com
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