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Abstract: Professor YU explained the patent licensing practice and
the related legal framework in China. In terms of patent licensing
practices, He expounded on the definition, typology and loyalty of
patent licensing and issues related to know-how licensing. On the
legal framework, he analysed important provisions in Patent Law,
Implementing Regulations of the Patent Law of PRC and Contract
Law etc. He also emphasized some issues that needs special
attention in the licensing procedure.
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1. Patent licensing®& Fl i A

---The patentee (the licensor) authorizes other entity or
individual (the licensee 2@’(0 ex 0|t the patent. E?"‘%ﬂﬂkﬁ
Eﬁﬁiﬂﬁ“ﬁ_ﬂﬁ%ﬂﬁﬂiﬂ:—} BI1T A,

--—- The licensor and the licensee shall conclude with a license

%Dntract for exploitation. ¥ Al A ST I S EXIT EFEHEIFTE

---Patent licensing only authorizes a licensee to exploit the
patent, not transferring the ownership of the patent.

RHSEAATHIF AT FREFAISHRACETRER , MFH%
B AT RAAEN.
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2. Typology of Patent licensing % FiF A #Y

3R

o 2.1 Non-exclusive license, the most common type of
patent licensing---"The Licensor grants the Licensee a

non-exclusive license of the Rights for the Territory
(for example in China) in the duration of this

Agreement. The Licensor shall be free to exploit the
patent in the Territory and appoint other licensees to

do so."

TETACGEHSETT) , BREMNETRIFA LR ,

EhﬁTHﬁTWﬁTHEﬂEmmﬁﬁAﬂﬁﬂ

%

XELTA  FARREECSHEZEENERZTR,. UK

VF AT AT 5 BAANBO b A SEHEIZ & FIBO U AT 5 2
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o 2.2 Exclusive license---"The Licensor grants the
Licensee an exclusive license of the Rights for the
Territory for the duration of this Agreement. The
Licensor shall not actively exploit the patent in the
Territory nor appoint other licensees for the
Territory".

o MEWH , RBEWAAMERFAIFER —ER
WXAN, EERMAMESZEETRHNF. FR
R AJARAECTEEAXIER , BFottAEER

E{A15
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o 2.3 Sole license---“The Licensor grants the
Licensee a sole license of the Rights for the
Territory for the duration of this Agreement. The
Licensor shall not appoint other licensees for the
Territory, but may himself / itself exploit the patent
In the Territory".

o HEF ] (MRFT) , REVITAEESEEREN
. EZEARESEAE S ALITRREAR Y
A&RE | B A S HE I % it 15 P 68 B %I
EF,
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3 royalty 1F 7] &
34 ElMiF RN EERR

o The royalty applied is determined by various factors, the

most notable of which are :

e The number of technical assistance provided by the
licensor. A AR ARBPEINEE ;

» Territorial extent of rights and sustainability of the
technology. #%1F A & Fl#Y it 5050 Bl R 3522 A1) ;

o Exclusivity of the license. ¥ aJ Y3t SR E ;

« The Level of innovation and stage of the technology life. #

0% R R #0657k 2 FRAD 2 2 8 5RO B 2

¢
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3.2 assessment of royalty 1 ] R {& &

o 1) £ % ( running royalties ) ,EfR _LEF 7 “LSLP” ( Licensor's
Share on Licensee’s Profit ) , Which usually are formulated in the
manner of that the licensee has to pay the licensor a certain
percentage of a “provision”, based on the net turnover the licensee
achieves with licensed products. The percentage is called “royalty
rate”. B AR VF 0] 75 (5 #800F A J5 SERE AR VF Al B R 7= A 1Y 3 5 AL # /Y 79
F,BEU-IMEENBEILERT , ZBZEMNRENE,

» As a general rule of thumb, the royalty rate varies considerably across
industries, it's about 2-3% in the basic industries, 3-4% in the
intermediate goods industries, 4-5% in the consumer goods industries,
and 5-6% in the high-tech industries, —f&kME , Eai T IR KRR
A2—3% ; TUREAFRNI—4% ; HRBH4—5% ; BHEARF
MmN 5—6 %o .

=S
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Royalty Distribution Analysis in Industry
Industry Licenses (nos.) Min. Royalty,% Max. Royalty,% Average,% Median,%

Automotive 35 1.0 15.0 4.7 4.0
Computers b 0.2 15.0 h2 4.0
Consumer Gds | 30 0.0 17.0 5.5 5.0
Electronics 132 0.5 15.0 4.3 4.0
Healthcare 280 0.1 77.0 5.8 4.8
Internet 47 0.3 40.0 11.7 7.5
Mach Tools. |84 0.5 26 b2 4.6
Fharma/Bio 328 0.1 40.0 7.0 51
Software 119 0.0 70.0 10.5 6.8

Data sourced from: Dan McGavock of IPC Group, Chicago, USA
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o 2 ) In some circumstances there may be minimum and
maximum cut-ofg_@éa};‘%/ stipulations. —&£¥ A/ & EH
BARIKRER TN &SRR SERRA,

e The minimum royalties is agreed on in a form which
Imposes onto the licensee the obligation under all
circumstances to pay certain minimum fees per calendar
for a certain period of time,. B K12 At 5% {5 AL E £ — E A [H]
K, FERFIARBERES 4750 FEBSA

, RERA  BYMZNRTFTA—ERERENRKE

e The maximum or cut-off royalty can be negotiated when
the licensor agrees that a cumulative amount will satisfy
the objectives of license; once the limit is reached, no
further royalties become due. % &2 5L 7 = 5 E WK VT 7]
ABFREZZNE—ESHN , IFE-mmE2NHEHEE
GRexiBin , B RAB S AR,
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33 WHRMNARR

o Royalty payments take three basic forms :
1) lump-sum royalty E4¢
o Lump-sum royalties are most often encountered when the

principal contribution provided by the licensor is easily
absorbed by the licensee, that is, once the transmission is
completed, the licensor has no involvement with the licensee .
— IR BAF AT R AT A B4R U, — BHEOR#MIFA , AREFT
AH—FNS 5,

2 ) running royalties 12 % X {3

3 ) running royalties together with down payment A[7]%& iz

o This combination of royalties is met with in ‘technology
contracts’ where more than one form of intellectual property is
licensed out combined, possibly, with a know-how license. & %/
WA AREETAAE—ERE LRI ARME, ;‘;
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4. Know-how licensing gk #2811

o Know-how is trade secret information in combination with
data, techniques, or human and intellectual expertise, that
helps a company exploit a licensed technology. Therefore |,
a company may need to obtain a know-how license,
standing alone or together with a patent license, LAZR#E.
BEARET W ENFEX R E L RE 0 88 2 40l SKiE i vF
ATFNNEEIE, Il , ULMBELEBIEILFR , HE
5% F— A,

o Know-how royalties may be stated as distinct from patent
royalties since their periods of validity vary. &7\l #%[E
EROEMBEARRE |, @l =YV A S E & EF R A 5

A
oIt E, ~
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Il. Legal Framework &l

1. Patent Law {EFZE)

2. Implementing Regulations of the Patent Law of
PRC (& RIERELN)

3. The Measures for Archival Filing of Patent
Licensing Agreements (& FI3EHEiF Al & A& R 7E
)

4. Contract Law {&RE3%) @
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1. Patent Law {EFlx)

The /atest edition came info effect on Ocfober 1 2009

2008 E4£iT iR B 200951051 BB HE(T

o Article 12 :

o Any entity or individual exploiting the patent of another party shall
conclude with the patentee a license contract for exploitation, and
pay the patentee royalties. The licensee has no right to authorize
any entity or individual, other than that referred to in the contract
for exploitation, to exploit the patent,

o BT+ =%

o EMREMUHENARBHATRN , NIEZTFIALTMEHELF A
&6, AEFRAZAEREARE, #HFTALNATFERMAEL
AOEME AT RENAZRIZE F.

(™ )
\\:%
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2. Implementing Regulations of the
Patent Law of PRC & FI7ESRHE4 N )

The latest edition came into effect on February 1 2010

2010 4£iTARRB 20105281 BB HEST

o Article14 (2 ) :

o Any license concluded by the patentee with an entity or individual
for exploitation of a patent shall, within 3 months from the date of
entry into effect of the license, be submitted to the Patent
Administration Department under the State Council for recordal,

o BTHE (2) :

o TARMAEMATUNTNXEFASRE , NSESEEM B3
MARBESEZTRITEH1EFR,

€
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3. The Measures for Archival Filing of Patent
Licensing Agreements

(ERKEVF AT S RE R E)

came into effect on August 1 20171

2010FEBiTHRE2011E8 A1 HERELT

o It replaces the Patent Licensing Contract Recordal Administrative
Measures (2001). The main changes are&#t 720015 (FFI3E
BHFAEREFREENIE) , TETHEE:

e The recordal of a patent licensing contract will be solely within the
power of SIPO; the responsibility cannot be delegated to local patent
offices as currently. ERAR=NBARTLEEZMEXEFAIERNESE
I, "BHBHXETRITHRERNXRAT,

e The license contract to be submitted for recordal will have to be the
original, not a copy. @ REFERRXEREH , MA2&EIZ,
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The minimum information the license contract must contain will
be clearly described, including: the name and address of the
parties; the number, application date, grant date and title of the
patent; and the duration and type (exclusive, non-exclusive) of
the licence. SEARXVEZFERIFAI RN LS BIFESEANE
ZHEEM, it ; TRINXNMBUKRBIEFNNNER. THS
. FIEH., BRAEH ; EREFRTRSRAER,
The license contract will also not be approved if the patent
annuity patent is overdue, ownership of the patent is under
dispute or the patent is subject to encumbrances./& 4 & Fl F %&
, EANABR BN , HEMNFERENBERLR TR FER,
SIPO will voluntarily notify the licensee if the patent in question
is subject to invalidation proceedings. E %1 /5 Ak BR SU& H 4% i 7]
AT FERIER,




4. Contract Law {&RE3%)

came info effect on Ocfober 1, 1999
H1999F10A1HiBEST

o According to the Article 342 in the section 3 “Contracts
for Technology Transfer” of the Chapter 18 “Contracts
for Technology” , Technology transfer contracts include
Contracts on the Ilcensmg of patent epr0|tat|on FEH

REMAER CBEZE) £18E “BAREGRA" , B=T1"H

7|<$§1J:/\H”EF *E?E§=3427’§ “?iﬂti’élj:/\ﬂ”@ﬁ“?
METFAeE"

o Relevant articles ¥ &7 A
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o Article 342 :

o Technology transfer contracts include contracts on
patent transfer, contracts on transfer of the right to
apply for a patent, contracts on transfer of know-how
and contracts on the licensing of patent exploitation. A
technology transfer contract shall be in written form.

o B8342% :

o BFAEILEREIFEERMNEELL, EREBAFNEFELL, FAR
WRELE, TRXEEFOUERER, RARZKILEERINIEXA
FEER
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o Article 344

o A contract for the licensing of patent exploitation shall
be valid only within the valid period of the patent right.
Once the patent right expires or it is declared as
iInvalid, the patentee may not conclude any contract
with others for licensing of the exploitation of the said
patent. ( for patent for invention, temporary protection
between publication of patent application and granting
of patent )

o 53445 :
o EREMFTLEREZENONEERTANEGR, &
NEEABREARESHRHEGEAN , CARA
ﬁﬁ%ﬂ%@éﬂﬁ%ﬂ%%ﬁﬂéﬁo@ﬁ%ﬂ
R s e r iy
)
=
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o Article 345 :

o The licensor shall, according to the terms of the
contract, permit the licensee to exploit the patent,
submit the technological materials relevant to the
exploitation of the patent and provide necessary
technical guidance.

o $345% :
o%ﬂimﬁTAWMWTﬁfé&R%mﬁTWﬁ

ABEREERN , KEXBEETRERNERER , &
HABRRARIES.
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o Article 346 :

o The licensee of a patent exploitation licensing contract
shall exploit the patent according to the terms of the
contract, and may not permit any third party other
than as provided for in the contract to exploit such
patent, and shall pay the royalties according to the
terms of the contract.

o 88346% :

o %%Uﬁ—ﬁ’rﬁﬁ AEENBITFAI TN EBRYERELTH ,
B THENMNGE= ASHRER ; A RBYIES
ﬁﬁﬁﬁﬁo
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o Article 351 : ( transfer agreement )

o A transferor failing to transfer the technology according to the
terms of the contract, shall return part or total of the royalties and
be liable for the breach of contract. The party exploiting the patent
or know-how exceeding the agreed scope, or unilaterally permit a
third party to exploit the patent or use the know-how in violation of
the contract, shall cease the act of breach of contract and be liable
for the breach of contract. A party violating the agreed obligation of
maintaining confidentiality shall be liable for the breach of contract.

o #351%: (RiL&[E)

o LEARBBAERIUBAN NURABHIRELLHEAR |, I
REEBEBAFE  SREAREFABARTBBYENTED
BRATEEE TS ASEEE AR E A R AR
RMEEIERATH , RESAEE  SRAENERELESH |, M
L EBEY =T

(=
\ Ry
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o Article 352 : A transferee failing to pay the royalties according to the terms
of the contract shall, make up such payment and pay the breach of contract
damages as agreed upon. The transferee refusing to pay the overdue
royalties or the breach of contract damages, shall cease the exploitation of
the patent or the use of the know-how, return the technological materials
and be liable for the breach of contract. A transferee exploiting the patent or
using the know-how in a way exceeding the scope as agreed upon in the
contract, or permitting a third party to exploit the patent or use the know-how
without the consent of the transferor, shall cease the act of breach of
contract and be liable for the breach of contract. A transferee violating the
agreed obligation for maintaining confidentiality shall be liable for the breach
of contract.

o $352% : RUARBERBROENEARN , NI RXEARHRRBRAESS
BAE ; THIREARIEXXNENEN , NIHFLEXBEERHEEA AR
WE , REEARER , FESYRME | RELTHNEEAZRRUEZEENE
FSEER , REUSARBEATAE=Z AKBZTRRNEER ZBARUWE
B, NEFIEENTH , AEENRE ; ERAENRBENSH , NI&E

h¢ =
Ji é"] D 1% o / )
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l1l. Notices JE = EIN

o

1. A licensee shall conclude with the patentee a written license contract for

exploitation. FAI AN Y SF A AT L PEREFATER ;

2. The licensee shall pay the patentee royalties as provided in the license contract.

BIEATAZRYOERMFTAZFTERNERRE ;

3. A patent licensing contract shall, within 3 months from the date of entry into
effect of the license, be submitted to SIPO for recordal. & IR A Stt AT M & R
XEFAERE , NYEEEEMZBEINARNEmERMATNERERR.

CERCIMBZERNEAHNR™
NIBHW N IMEEN FES
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Advanced Coal Technology Consortium

Key Issues Clause Key Points
No.
IP Allocation . : : :
KRR AL "l 2 Part|C|pla:Ints shall retain ozvbnersh{p oj Project IP created by themselves.
o T H B E S B0 I AT BT A AL
Research reports shall be released, except for that which cannot be disclosed
Information to the public in accordance with applicable national or other laws and
Sharing & regulations regarding secrecy, confidentiality or the need to preserve the
Release IV 2 | novelty of an invention for purposes of patenting
H Al WF AR v LA ) %% B BURTEARAT ] 2 AR I, ABSE SR iR s 1
NIF FTA TR S AR R %5 B L R A 2 R HE s 3 AU 15 B
Non-exclusive IP licensing provisions shall not naturally extend to licensee's
subsidiaries or branches. Sub-licensing shall be grant by Licensor
independently, non-exclusive IP licensing provisions shall not naturally
IP Licensing | V 4.1 |extended to licensee's subsidiaries or branches.
SN R | VS [FRP BBV rf (U REE FFAS B IRIE S A VF ] AR AT o B2 ipdl]
TRFEJES BHALRNEN, T8 7 BB DY 2 SR 45 7] e
Chinesisc -Deutsch/Ins 1tu%§%@q§é@1gﬁﬁ@g§m&tf‘é s é%j& H a@%ﬂi, L] I AN
Chl/nese- rman In mﬁ%fgﬁ rJﬁﬂl% ,le,ctual Property
|:|:l yiilann o B ISY2 3V

ey

H V/\}

INE

. ul/l




eE R AR (AEREENEE BB

vanced Coal Technology Consortium

Key Issues Clause Key Points
No.
Encourage sharing; prevent a party which is IP owner refusing license to the
other party in joint funded research on reasonable terms. In addition, unless
otherwise required by law, an owner can license to third parties without
IP Licensing accounting to the co-owner. However such licensing shall be restricted in
of non-exclusive Licensing.
R RZY.
invention SN BARER , BOKIH AR AU BONA AR [ 50 H PAAM S =5
AT A VERTAR B i H, X005 A W RIR A, — 5 BOR N 17 28 =5 1Y
BRI VE AT TR m HAIEE ERE, WL WP RBUFICIR.
E XMV A] RGeS W VF A, AR EE M VERT, 1 HAVFA] s
NAE T A RN Z AT 0 BE . (IR SR B BevF ) Dl vrmf, &1
VER] A3 ) 70 B i) A, @ S I H S EXSUT AT E - D

©
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EFNEEREA (BERHERNHE B

'Advanced Coal Technology Consortium

N~
(A
Key Issues Clause Key Points
No.
: ol : Deleted the word “free” in licensing, in the US, even licensing for scientific
Licensing
of research only may charge.
. In China, according to Article 69 of Chinese Patent Law, Any person uses the
Invention _ -
for relevant patent especially for the purpose of scientific research and
Research | V5.1 experimentation shall not be deemed to be patent right infringement.
Purposes . . . e ] ML
£w WGBSR, MR T SV e S T S B AU R
TR FA N L IR TG LA AR BV R], Al BAfiesl o
——— ’ﬁn; FEE, ARE T E T AL e95%, A RFAWT SR AN E R AT
ity WETEEMR, ERRHAB LR,
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Subtask 1

c102/9/v

HA BT 4R P2
5 H e a4

Determine background IP, avoiding potential disputes.

Subtask 2

A AT R IR H EIR AU
HAEIE R B
Project based IP Agreement drafting & Negotiation;
Information Sharing & Confidential agreement.
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EEMEE A (EERBENHE) KR
b A

jvanced Coal Technology Consortium
\QZ4
‘\

/

Subtask 3 \ Ry

AT E SR IAIRPROE A MR D , B ERARNE.
IP Using(esp. Licensing Issues)/ Management/ Strategy

191Y

Object 1 Tt H £niR =A™= & 2

Project Based IP output Management

Object 2 T B &niRF=HUR FH AT &

Project IP utilization & Exploitation

Object 3 FAIRF=ALF 1] 1)

Licensing Issues
Object 4 &R =Lk #E

IP Strategy (Infringement Risk Analysis, Patent Map Painti
, Patent Pool, Technology Standards, etc.) é
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Huazhong Unlversity of
Sclence and Techneology

2 Fr LS

Thanks

for your attention!

W

F ¥ A : Prof. Dr. Xiang YU (&#)
yuxiang6_5@hotmail.com
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