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Dear Sir or Madam:
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The American Intellectual Property Law Association (“AIPLA”) is pleased to have the
opportunity to present its views with respect to the Proposed Service-Related Invention
Regulations presented by the State Intellectual Property Office of the People’s Republic of China
(“SIPO™).
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AIPLA is a U.S.-based national bar association whose approximately 14,000 members are
primarily lawyers in private and corporate practice, government service, and the academic
community. AIPLA represents a diverse spectrum of individuals, companies, and institutions
involved directly and indirectly in the practice of patent, trademark, copyright, unfair
competition, and trade secret law, as well as other fields of law affecting intellectual property.
Our members represent both owners and users of intellectual property, including users of the
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Chinese intellectual property system.
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AIPLA has a robust program of activities with respect to the intellectual property system in
China, as well as a significant on-going relationship with SIPO, including the personal visit of
Commissioner Tian Lipu to AIPLA Headquarters in May 2010. AIPLA’s Committee on
Intellectual Property Practice in China conducts regular trips to China, including visits to SIPO
and other Chinese agencies. AIPLA is a member of Industry IP-5 which meets annually with
SIPO and other major offices, and of the SIPO-US Bar Liaison Council which will host a visit
from SIPO early next year. AIPLA’s AIPPI-US Division also has on-going relations with AIPPI-
China, a major IP association with international focus.
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AIPLA recognizes the progress that China has made in recent years in the improvement of its
laws regarding the effective protection of intellectual property rights and the processes for
enforcing those laws. The preparation of the Draft Regulations on Service Inventions, and the
willingness to consider comments of the world community so as to draw on the knowledge and
experience of practitioners and patent offices throughout the world, constitutes a clear
demonstration of China’s commitment. AIPLA would like to offer the following comments
regarding this present draft.
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Detailed comments on each of the provisions of the proposed regulations can be found in the
attached chart. In addition, a few general comments are provided as a preliminary matter.
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First, AIPLA appreciates the progress reflected in the present regulations, in particular for
clarifying the desired implementation of Article 16 of the Patent Law, safeguarding equitable
remuneration to inventors for their inventive contributions to an enterprise. The present
regulations provide greater certainty for inventors and enterprises alike with respect to the
implementation and boundaries of Article 16.
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AIPLA believes that the draft regulations may be effective in an environment where a product is
protected by a single patent and is easily developed into a marketable product. In such a case, the
portion of the commercial success of the product attributable to the inventor(s) of the patent may
be more easily assessed. In other fields, particularly in fields in which a product may be covered
by multiple patents, this may not be the case. For example, in the electronics field, one
semiconductor product may be protected by a very large number of patents. Each of those
patents may relate to only a small portion of the overall product. In such situations, the draft
regulations may be difficult to apply. In these and other ways, the draft regulations may have the
unintended effect of discouraging innovation in China by making it more costly, burdensome,
and unpredictable.
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In addition, where the technology used in any particular product implicates multiple patents,
some of those patents may be cross-licensed from other companies. This may produce a complex
web of overlapping rights. Responsible companies attempt to put in place fair and reasonable
patent remuneration schemes that recognize the inventors’ contributions to the business as a
whole. To allow these schemes to flourish and to adapt to different business models, it is
important that the draft regulation allow responsible companies to use their own remuneration
systems, rather than a uniform solution that may bear little relation to business realities.
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While the proposed regulations seem to contemplate that awards would be paid at or after the
time of grant of the patent, many companies provide lump-sum payments at the time of patent
filing rather than at the time of grant, which may occur four or more years later. Such systems are
a strong motivator for innovation and generating patents because the award is guaranteed upon
filing. In addition, the award payments are manageable for the company as it can be standardized
and predictable for accounting purposes. SIPO may wish to consider these factors with respect
to Articles 18 and 24.
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Finally, AIPLA believes that the proposed regulations, taken as a whole, should be drafted so as
not to dis-incentivize multinational companies from bringing R&D investment in China, due to
increased burdens and uncertainties concerning eventual costs. For example, maximum
flexibility in being able to offer reasonable early lump sum payments to inventors in lieu of later
payments would be particularly important.
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AIPLA greatly appreciates the opportunity to present these comments to the State Intellectual
Property Office of China, and looks forward to working together with SIPO to help develop an
optimal intellectual property system that protects inventors and enterprises, as well as the public.
If you have any questions regarding these comments, please let us know and we would be
willing to discuss them further with you.
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Sincerely,
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Jeffrey I.D. Lewis
President
American Intellectual Property Law Association
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The Regulations are formulated
for the purpose of protecting the
legal rights and interests of the
inventor of a service invention
and the entity, fully mobilizing
the enthusiasm of the inventor
of the service invention and the
entity, improving the ability to
innovate, promoting the
application and implementation
of the service invention and its
intellectual property right,
promoting the economic and
social development and
constructing an innovative and
talents-powerful country.

AIPLA appreciates the purposes
of the proposed regulations to
fairly compensate and motivate
inventors.

AIPLA understands that these
proposed Regulations are in
addition to, and do not supersede
Rules 76, 77 and 78 of the 2010
Implementing Regulations of the
Patent Law of the People’s
Republic of China. Therefore,
these Articles do not apply to
entities that: (i) conclude
agreements with their employee
or contract inventors that provide
the amount of the reward and
remuneration for a service
invention, or (ii) provide in their
rules and regulations, the amount
of the reward and remuneration
for a service invention. To the
extent that any of the proposed
Regulations conflict with Articles
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6, 10 and 16 of the Chinese
Patent Law, or with Rules 76, 77
and 78 of the 2010 Implementing
Regulations of the Patent Law of
the People’s Republic of China,
AIPLA understands that Articles
6, 10 and 16 and Rules 76, 77 and
78 govern. AIPLA recommends
that this understanding be made
explicit in the regulations in order
to avoid confusion or
misunderstanding.
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The State encourages service
inventions and the creation,
implementation, protection and
management of their intellectual
property rights.

The people's governments at all
levels and their related
administrative authorities in
charge shall actively take
effective measures to increase
the intensity of promotion and
popularization of the service
invention system, strengthen the
guidance and assistance to
entities and inventors in
implementing the Regulations,
support and promote application

AIPLA supports the proposed
regulations for encouraging
entities to employ these types of
provisions, which are considered
international best practices.
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and implementation of service
inventions and their intellectual
property rights.
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The patent administration
department under the State
Council, the agriculture
administration department, the
forestry administration
department (hereinafter
generally referred to as
“Administrative Departments
for IP Affaires”), the science
and technology administration
department and the labor
administration department are
responsible for supervision and
administration of a country-
wide service invention system
in accordance with division of
their respective responsibilities.

Administrative department for
IP affairs, science and
technology administration
departments and labor
administration departments at
the local people's government at
or above the county level are
responsible for, according to the

[No comment]
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division of their respective
responsibilities, supervision and
administration of service-
invention systems of the
respective administrative
regions.

FE% Article 4:
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In the Regulations, “invention”
refers to the achievement of
mental-creation, which is made
within the territory of the
People’s Republic of China and
is eligible subject matter of a
patent right, right of new
varieties of plants, exclusive
right of layout-design, or know-
how.

The proposed Regulations apply
to an "invention" as defined in
Article 2 of the China Patent Law
and which is the subject matter of
patent rights, including new
varieties of plants.

AIPLA notes that the inclusion of
“know how” and “layout-design”
in the definition of “invention”
may be impractical, due to the
absence of the formal
documentation provided by the
patent application process and the
lack of a standard for determining
whether the know how constitutes
an invention. Also, it may not be
practical or possible to track
“know how” and “layout-design”
in order to effectively determine
the identity of the inventor.

Moreover, chip layout designs
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may be largely machine-
generated, which may not involve
the types of inventive concepts
and mental-creations by an
inventor that are protectable by
patent.
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Article 5
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“Inventor” as mentioned in the
Regulations means any person
who makes creative
contributions to the substantive
features of an invention.

Any person who, during the
course of accomplishing the
invention, is responsible only
for organizational work, or who
only offers facilities for making
use of material and technical
means, or who takes part in
other auxiliary functions, shall
not be considered as an
inventor.

AIPLA agrees with the proposed
definition of an “inventor” and, in
particular, the clarification that
certain activities do not make an
individual an “inventor.”
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The state encourages an entity
which engages in research and
development to establish an
intellectual property
management system for service

AIPLA appreciates the
encouragement in this provision
that enterprises take active steps
to manage IP and inventor
remuneration and to notify an
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designate specialized staff
responsible for the IP
management, or commission a
professional agency to manage
IP related affairs on behalf of
the entity.

An entity engaging in research
and development shall establish
an invention reporting system,
or reach agreement with
inventors, clearly define the
entity and the inventor’s rights,
obligations and responsibilities
upon completion of an
invention, and timely determine
the ownership of the rights and
interests relating to the
invention.

An entity engaging in research
and development shall establish
an award and remuneration
system for service invention or
reach agreement with inventors
on the award and remuneration.

When an entity establishes the

AIPLA suggests that SIPO
consider further requirements to
establish an invention reporting
system, and to publicize that it
applies only in the absence of an
agreement between the inventor
and entity and in the absence of
policies and procedures
established by the entity dealing
with the treatment of service
inventions.
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above systems, it shall listen to
and consider the opinions and
suggestions of relevant persons,
and disclose the invention
reporting system and the award
and remuneration system to
research staff and other relevant
persons.

BB RYKBREE

Chapter 2 Ownership of
Invention
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belong to service invention:

1, the invention made in
execution of the duties assigned
by the entity to which he
belongs;

2, the invention made in
execution of any task, other
than his own duty, which was
assigned to him by the entity to
which he belongs;

3, the invention made within
one year from his retirement or
resignation, or from termination
of his employment or human
resources relationship with the
entity to which he previously
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belonged, where the invention
relates to his own duty or other
tasks assigned to him by the
entity to which he previously
belonged, except new varieties
of plants which are subject to
other provisions made by the
state;

4, the invention made mainly by
using the money, equipment,
spare parts, raw material or
technical materials which are
not disclosed to the public of
the entity he belongs to; except
where there is an agreement on
returning funding or fees for the
usage to the entity to which he
belongs, or using the material
technical means of the entity to
which he belongs merely for
verification or testing upon
completion.
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For a service invention, the
entity is entitled to the right of
applying for an intellectual
property right, protecting as
know-how or publishing, and
the inventor is entitled to the
right of inventorship and the

AIPLA agrees that the right of
getting the award and
remuneration should be limited

as proposed in these comments.
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FAENFARMFEAS 8 #E 2 | right of getting the award and
THHIAUH . remuneration.

For a non-service invention, the
inventor is entitled to the right
of inventorship, the right of
applying for intellectual
property right, or protecting as
know-how or publishing.

B Article 9:

AL SR AT LAt 584 | The entity may enter into an
V45 S R B ER A AR P2 | agreement with the inventor on
. 1E AR A4 | the right regarding the invention
NFFHIRCR) VA & BEAT 40 58 which is relevant to the business
RAEM, &SR of the entity, such as the right of
Fo application for intellectual
property right, or protecting as
trade secret, or making public.
The provisions in this Chapter
of the Regulations shall apply in
the absence of the above
mentioned agreement.

AIPLA agrees that these
proposed regulations should be
applicable only in the absence of
an agreement with the inventor.
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AIPLA agrees that these proposed
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(9, Eh 4 o B A ] ) 2 entity otherwise, report the
ﬁ}&% a invention to the entity within

two months from the date the
invention is completed.

Where the invention is made by
two or more inventors, the
report shall be made by the
inventors jointly.

regulations should be applicable
only in the absence of an
agreement with the inventor.

AIPLA generally agrees that
inventors should report their
inventions to the entity but
believes that two months may be
too long a period of time in
certain cases, for example in
highly-competitive industries.
AIPLA recommends that the
Regulations assure that this
period be set at a commercially
reasonable time.

To the extent that the regulations
include a penalty on the entity for
failing to respond to the inventor
(Article 12), AIPLA recommends
that the inventor’s failure to
timely report the invention shall
be deemed as the inventor’s
acceptance that the invention is a
service invention that is owned by
the entity.
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which states that the proposed
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1, the name of the inventor;

2, the title and content of the
invention;

3, whether the invention is a
service invention or a non-
service invention and the reason
thereof;

4, the other matters which the
inventor considers should be
stated.

regulations are applicable only in
the absence of an agreement with
the inventor.
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Article 12:
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Where an inventor claims the
invention he reports is a non-
service invention, the entity
shall, within two months from
the receipt of the report which
is in conformity with Article 11,
give a written reply; failure of
giving such a reply within the
above mentioned time period is
deemed as entity’s acceptance
that the invention is a non-
service invention.

AIPLA agrees with this
provision, subject to Article 9
which states that the proposed
regulations are applicable only in
the absence of an agreement with
the inventor.
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Article 13:
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Where the entity claims the
reported non service invention
to be a service invention in the
written reply, it shall state the
grounds.

AIPLA agrees with this
provision, subject to Article 9
which states that the proposed
regulations are applicable only in
the absence of an agreement with
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HEmAS H A3 51 the inventor.
B, XU AT LHZ A | Where the inventor presents a

P55 DY+ 2 RUE 4+ | written counterclaim within two

W ARIEH SOF MR, #L
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months from the receipt of the
reply from the entity, the parties
involved may resolve the
dispute in accordance with
Article 42 of the Regulations;
where no counterclaim is
presented, the inventor is
deemed as in agreement that the
invention is a service invention.

FTg% Article 14

LAV ISV PN 4= The entity shall, within 6 AIPLA agrees with this %‘%l%m FEROE S LR IR IR T
Rz HESNH N kER | months from the service provision, subject to Article 9 BAK, FILFEE, FPIERIGE
SAEE PN HIE AR, /E | invention reporting date, decide | which states that the proposed ﬂﬂ? 58 NEEAH 212 TE

NBIRME R B F LA
T FFH LR - 38 K0 W
N

B ARAE RIS E JYIRR Py E
RN, RHINATEAAS
IS AL T AE R Ak
NSt fEE 75 J5 — > H R
AR E R, MoAHAL L
Rz R IR N E AR R

I RIINABURGE A K A
5 AR A RLE FRAS A

fto BAALILJE SOt R WA
[El Y R BRI AR AL

whether to apply for an
intellectual property right,
protect as know-how or publish,
and shall inform the inventor of
the decision in a written notice.

Where the entity fails to inform
the inventor within the time
limit as provided in the above
paragraph, the inventor may
send a written inquiry urging
the entity to reply; if the entity
fails to reply after 1 month of
the inventor’s written inquiry,

regulations are applicable only in
the absence of an agreement with
the inventor.

As noted above with respect to
Article 4, AIPLA recommends
that these regulations be limited
to patentable inventions and not
be applied to “know how,” “trade
secrets,” and design-layouts.

i TS e I STk =Rl =oF: VS S
ESPSIRTAVASY Y eFy v (S i o S V)
IR TR LR W, ANER T
CRORMEE T L TR T AT “ R
HLER AT T
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the invention shall be deemed to
be protected as know-how by
the entity, and the inventor has
the right to have the
compensation as provided in
Article 25. If the entity
afterwards applies and obtains a
domestic intellectual property
right of this invention, the
inventor is entitled to receive
award and remuneration as
provided in the Regulations.

Fth%

Article 15:

FLAL LA S5 R B H R R
BU, AT DAL SR AZ K 3
SRR A IR L. &
PNy e R AR
KR AL o
CERTEPSINAVRE YOuR L S L
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Where the entity applies for an
intellectual property right for
the service invention, it may, for
the application documents
intend to be filed, seek the
opinion of the inventor. The
inventor shall actively
cooperate with the entity for the
application for intellectual
property right.

During the application process
for an intellectual property
right, the inventor is entitled to
request information on the
progress from the entity.

AIPLA agrees with these
provisions requiring the active
cooperation of the inventor, and
suggests that they be amended to
specify the employee’s obligation
to cooperate continues even after
the employee leaves the entity’s
employment

FERRFBUE 2 R ROX L E SR R W
NARIRBC & 12630, IF H g iox o
ST U], RIVEE A NS T AR
fiJa, RINETER LS5 NA% kS .

BNk

Article 16:
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Where the entity intends to stop
the process of applying for
intellectual property right or
abandon the intellectual
property right of a service
invention, it shall inform the
inventor 1 month in advance.
The inventor may negotiate
with the entity to get the
application right to the
intellectual property right or the
intellectual property right for a
fee or free of charge. The entity
shall assist the inventor actively
to complete the assignment

AIPLA recommends that this
provision be limited to State
Owned-Enterprises. AIPLA
recommends that these decisions
be left to the discretion of
commercial entities, as it is not
generally feasible for commercial
entities to assign rights back to
their employees particularly given
the potential overlap in
intellectual property rights. It
must also be considered that the
inventor’s demands may increase
the entity’s costs, making
commercial development of the

SREFRFBEA 2R R A%
REZ PR A k. 56 E R BOE B
AR HERE : X R R E NAZ B A R
AT ARRE, X PO — R LR
b A R BURIZ8 A W NHE TSIt R
Il A RR P BUAAAE P AE B B B ) 1
DU o W ZiZE B BRI ZER AT BE
SHIINEAAL I AT, AT b B DT
RNAGGEN, T8 F AN AL
FAB A T i)y, SEE AR
BOED AR T HESE - AMEHOFRHE L%
5 E PR S 2

U ALHIAR] formalities. If the parties fail to | product uneconomical and
reach an agreement, they may thereby harming both the entity
solve the disputes in accordance | and other employees of the entity.
with the Article 42 of the For these reasons, AIPLA
Regulations. recommends that the level of

compensation be consistent with
Where the inventor obtains the international best practices.
relevant right in accordance
with the above paragraph free
of charge, the entity is entitled
to implement the service
invention or its intellectual
property right free of charge.
Btk Article 17:

NS L 58 IR 55 W]

The inventor has a

[No comment]
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confidentiality obligation with
respect to any service invention
he made, and shall not disclose
it to public without the
authorization of the entity, or
apply for an intellectual
property right or assign to any
third party on his own.

The entity has a confidentiality
obligation with respet to a non-
service invention disclosed
thereto, and shall not disclose it
to public without the
authorization of the inventor, or
apply for an intellectual
property right or assign to any
third party on its own.

Bz BRE KRR
£

Chapter 4 Award and
Remuneration of Service
Invention

BH\F

Article 18:

FLAL LA S5 K W BRAS R
BN VST e L N
il o

BT L YRR NS B
H AT I SRR R R
HRSS R AI,  NERE %K

Where the entity is granted the
intellectual property right of a
service invention, it shall grant
an award to the inventor in a
timely manner.

AIPLA supports the proposed
regulations for requiring that
awards be made in a timely
manner.

AIPLA further recommends that

S5 BRI BUE P2 SCRF R0 R S 2R
LIt 457 22l o

S3h, S AR 2 1 0 T i
P WHENHZAERIL AR, R
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Where the entity assigns,
license others to exploit, or
exploits on its own the service
invention for which it is granted
the intellectual property right, it
shall pay the inventor a
reasonable remuneration in time
based on the economic benefits
yielded and the level of
contribution made by the
inventor.

the timing be in a commercially
reasonable manner and not be
limited to rigid time constraints.

With respect to reasonable
remuneration, AIPLA believes
that, if there is an agreement
between the inventor and the
employer, the agreement should
control.

A7 A% R BR Ao

RKEEHRI, SEEFHRBEE =
HE, WREAPAMBLELE, Nix
LLZ5E it o

FEk

Article 19:

AL AT AAE ARl B R
sl B e B SR
Ay ke AN U DY
Fev 07 SO 2 =
JE BN 205 B2 1 R N
EHMBRR] . T RBO5F
12, P EAKBIE —+2%
R =2 MHLE .
AR T A BR 1) B AR
PEA SR ZA BRI 2 52
AHLRE TERL o

The entity may enter into an
agreement with the inventor, or
provide in its policy formulated
in accordance with the laws, on
the procedure, manner and
amount of the award and
remuneration. The agreement or
policy shall inform the inventor
the right he is entitled to, the
way to seek relief, and be in
accordance with Articles 20 and
23 of the Regulations.

Any agreement or policy
eliminating or limiting the right
to which the inventor is entitled
in accordance with the

AIPLA agrees with this
provision, subject to Article 9
which states that the proposed
regulations are applicable only in
the absence of an agreement with
the inventor.

AIPLA recommends that
commercial enterprises should be
encouraged and permitted to
employ international best
practices in their employee
relations, including relations with
inventors, and that the regulations
clearly uphold agreements and
policies mutually agreed to
between entities and inventors.

SRR BUE I SRR S LR AT 12 T
FIEAK, BRI, FPIERM0E
HF 5K NEALE RS

FERRFBUE A F I N HERE . 1%
SR Fo VR b A AR AT AR 51 TR &R
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S BN 22 1) AH L ) 535 PR 240 5 R R 2

.
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Regulations is invalid.

Concerning the second paragraph
and the limitation of the right of
the inventor, AIPLA believes that
the manner in which the inventor
is remunerated should not be
restricted. It may be that the
choice of a particular manner of
remuneration over another could
be construed as “limiting” the
right of the inventor. Thus, we
believe that the words “or
limiting” should be deleted, or at
least clarified.

ARG DLz PR e A DS CBCE TR
IL:EIJ” .

BTk

Article 20:

AR E 245 T HA S AN
RS I [0 S =Y
AR 82 =W B 55
NBIE I

B EAT SN ik BE
A AN S 55 R BRI 4
Jra i, N PR
DR A RN DUBRIZE K
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When the entity decides the
procedure, manner and amount
of the award and remuneration
given to the inventor, it shall
listen to the opinions of
inventors.

The entity shall inform the
inventor of the information on
the economic benefit earned by
the entity by exploiting,
assigning, or licensing of the
service invention.

AIPLA agrees with this
provision, subject to Article 9
which states that the proposed
regulations are applicable only in
the absence of an agreement with
the inventor.

AIPLA recommends that the
requirement that: “The entity
shall inform the inventor of the
information on the economic
benefit earned by the entity by

S E R BUE b 2 ARSI LAR AT IR T
FIEARK, HAFKEH, FOIERM0E
M+ 5K NEALIE B

SKEFRBUE =R TR i
Ml AL B AT S LB VR AT A
NSEHR 55 A WA SRAG 22 G R (1, B2
R TR 1S 05 202 AT RAF DLE A28 K
N7 BRI 1X LY
e LIS TR, e B ) 2 i A
RIThE . AR RIIE A IR e TS
W F3hh, ARATECRI SR T e 2R
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exploiting, assigning, licensing of
service invention” be removed.
The point in time at which the
inventor and entity are discussing
these issues is a preliminary in the
life-cycle of the invention. The
available information is limited
and speculative. Moreover, any
variance in the value will likely
generate additional disputes.

AIPLA also recommends that the
regulation clarify that listening to
the opinions of the inventors
requires an open exchange of
information and does not limit or
constrain the entity’s discretion in
reaching an agreement with the
inventor.

BEMOF Lo

BEAh, e E AR AGE 2 R0 T 4
171 FRWINAZETS U OSSR TN
B TERITRE B gk, 1 HAMN
2 PR 1 B i) 24 A AE MR BN 22 TR 5E Al
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Article 21:
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Where the entity has not entered
into an agreement with the
inventor on the award for the
service invention, and has not
provided the award to the
service invention in its policy
formulated, it shall, for the
service invention granted a
patent right or the right of new
varieties of plants, award all of

AIPLA recommends that
compensation be at levels that are
reasonable in view of the overall
compensation package for the
inventor, and fair relative to other
inventors in the same entity or
entities in the same industry.

SR E R BUE 2 AR I TR A
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the inventors a sum of money as
prize which shall not be less
than 200% of the monthly
average wages of the workers in
the entity; and for the service
invention granted other
intellectual property rights,
award to all of the inventors a
sum of money as prize which
shall not be less than the
monthly average wages of the
workers in the entity.

iy e

Article 22

AR5 RN L) E HARAE
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(=) FERNR= A BOHR
W, AR S A BH & FIAL
B AR DT i P A
T AR PEEUAME T-5%; St H
M ETR AR, N FLEE A
T AR ECAME T-3%;

() FERNRF=BUA BOHR
W, AR S A BH B FIAL
B AR DT R A B

Where the entity has not entered
into an agreement with the
inventor on the remuneration
and has not provided the
remuneration in its rules and
Regulations, it shall, upon the
exploitation of the intellectual
property rights, provide the
remuneration to all related
inventors by one of the
following ways:

1, within the valid term of the
intellectual property, extract a
sum of money which shall be
no less than 5% from the
operating profit of exploiting
the patent right or the right of

AIPLA recommends that
compensation be at levels that are
reasonable in view of the overall
compensation package for the
inventor, and fair relative to other
inventors in the same entity or
entities in the same industry.

KEFRBEE 2R R 4
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new varieties of plants, or no
less than 3% from the operating
profit of exploiting the other
intellectual property right;

2, within the valid term of the
intellectual property, extract a
sum of money which shall be
no less than 0.5% from the
revenue of exploiting the patent
right or the right of new
varieties of plants, or no less
than 0.3% from the revenue of
exploiting the other intellectual
property right;

3, within the valid term of the
intellectual property, with
reference to the amount of the
above two items, determine the
amount of annual remuneration
in accordance with the
reasonable multiple of the
personal salary of the inventor;

4, with reference to the
reasonable multiple of the
amount of the above items 1
and 2, determine the lump sum
amount of remuneration to be
paid to the inventor.

The accumulated amount of the
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remuneration above will not be
more than 50% of the
accumulated operating profit of
exploiting the intellectual
property right.

Where the entity has not entered
into an agreement with the
inventor on the remuneration
and has not provided the
remuneration in its policy, it
shall, upon the assignment or
license to a third party of the
intellectual property right,
extract a sum of money which
shall be no less than 20% from
the net income of assignment or
license as a remuneration to the
inventor.

Bot=%

Article 23:

LR RER NIk 41 b € A
275 R AR TR 55 A WX A
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When deciding the amount of
the remuneration, factors shall
be considered such as the
economic contribution to the
entire product or process made
by each service invention, and
the contribution into each
service invention made by
every inventor, etc.

AIPLA appreciates the effort to
identify the factors upon which
the level of compensation will be
based. AIPLA suggests that
additional factors may include
salary, benefits and bonuses paid
the inventor for their services.
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into an agreement with the
inventor on the time limit for
paying award and remuneration,
and has not provided the time
limit for paying award and
remuneration in its policy
formulated in accordance with
the laws, it shall pay the money
of prize within three months
from the date of granting of the
intellectual property right;
where the intellectual property
of a service invention is
assigned or licensed to others,
the entity shall pay the
remuneration within three
months from the date on which
the assignment or license fee is
received; where the entity
exploits the service invention
on its own and pays the
remuneration yearly in cash, it
shall pay the remuneration
within three months from the
expiration of each accounting
year. Where the remuneration is
paid in stock form, the entity
shall pay dividend in
accordance with laws and
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regulations and entity policy.

Fo+HE

Article 25:

BT R N BRSSO
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Where the entity decides to
protect the service invention as
know-how, it shall pay a
reasonable compensation to the
inventor in accordance with the
provisions of this Chapter.

Please see our comments in
respect of Article 4.

HSHERNKTHIFIE I

FBoTA%

Article 26:
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Where the employment or
human resources relation
between the inventor and the
entity is terminated, the
inventor shall fulfill the
obligations for an invention
completed before the
termination and relevant to the
business of the entity as
provided in Article 10, 15, and
17 in the Regulations, while the
inventor shall remain entitled to
the inventorship and to receive
award and remuneration.

Where the inventor is deceased,
his heir or devisee is entitled to
enjoy the right of receiving
award and remuneration.

AIPLA agrees with this provision
as a mechanism to ensure that the
entity receives the inventor’s
cooperation, even after
termination. It may also serve to
prevent the inventor from
improperly transferring the
invention to a successor
employer.
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Article 27:
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Except where there is an
agreement between the entity
and the inventor, or provisions
in the entity policy which is
formulated in accordance with
the law, where the intellectual
property right granted on a
service invention is announced
to be invalided or revoked, it
will not be retrospective to the
award and remuneration which
the inventor received.

AIPLA agrees with the provisions
that clarify that the effect of an
invalidity or revocation decision
IS not retroactive relative to
inventor remuneration. These
provisions underscore that the
compensation must be at a level
that is reasonable in view of the
overall compensation package for
the inventor, and fair relative to
other inventors in the same entity.
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Article 28:
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The award and remuneration
given to the inventor by
enterprises shall be listed into
the cost of the enterprise. The
award and remuneration given
by other entities shall be
categorized in the accounting
book as provided in relevant
rules.

[No comment]
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Chapter 5 Exploitation of
Intellectual Property Right in
Service Invention

Bt

Article 29:
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Where an entity intends to

AIPLA recommends that this

FEFRFBUE A F I N TR A%

PR, R NEARLEREE | assign intellectual property provision be limited to State MNiZ R T E A 4.
A AR 32k IR rights of a service invention, the | Owned Enterprises.
inventor is entitled to the right
of first refusal under the same
conditions.
F=1% Avrticle 30:
EA Fl i HERS & B | Where state-owned enterprises | [No comment] EHEN]
SAFENR R H R =4 and institutions, within 3 years
W, TCIE4YH AR E4Tsz | from obtaining the intellectual
it B A G SE it P 0 v property right on a service
%, Wk FAEA A A sz | invention, neither exploit or
Wi, R ALEAES | have taken necessary
KRIARUBIRTIE T, reuR | preparations for implementing
W5 AT Bt @ 47 scieag. | Without any justifiable reasons,
SR A SR % R R nor assign or license others to
B, FH B A HE R exploit, the inventor, under the
WS, situation that the ownership of
the service invention is not
changed, may implement or
license others to exploit the
intellectual property right and
enjoy the relevant benefit in
accordance with the agreement
with the entity.
F=1—% Article 31:
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tax policy, regarding the income
obtaining from transformation
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and carrying out of a service
invention and its intellectual
property belonging to the entity,
and the award and remuneration
awarded to the inventor;
concrete measures will be
established by the financial
department of the state council
jointly with the tax authorities
of the state council, the
administrative department for
science and technology of the
state council, and the competent
departments of intellectual
property of the state council.
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Article 32:
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Where the relevant competent
departments of the state
establish the policies and
measures following the standard
of examination and evaluation
of the technique or intellectual
property of the entity, it shall
consider the implementation of
a service invention made by the
entity as a factor for
examination or evaluation.

The situation of establishing
and managing the service

[No comment]
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invention system of the state-
owned enterprises and
institutions shall be brought into
the performance assessment
considerations of its leaders.
B=1T=% Article 33:
B R Wor 4, E#EF A | The state will establish a fund [No comment] (%A 2 0]
B % 4 BT RN FE R AR L | to promote the implementation
41 H AR AR RIWE | of a service invention made
T R A BR 4% 4% B (1932 ) 5 from the projects by using the
i o science and under technology
funding and science and
technology plans which are
established by the fiscal fund.
FAE  WEREEEMHES | Chapter 6 Supervision,
£ Inspection and Legal
Responsibility
F=1TN% Article 34:
W B BRI 1M B 9% | The supervisory management [No comment] ReZEp=-g/N
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supervises and inspects the
implementation of the service
invention system made by the
entity in accordance with the
laws.

During the supervision and
inspection, the supervisory
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EEES

management has the authority
to examine the work contracts,
entity policy, etc., relevant to
the service invention, and
inquire of the parties involved.
Both the entity and the inventor
shall provide the relevant
materials and situation
faithfully.
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While the supervisory
management is doing its
supervision and inspection, it
shall produce documents of
certification, conduct its duties
in accordance with the laws,
and be confidential to the
business secrets which it was
informed of during the process
of supervision and inspection.
Where it is found in supervision
and inspection that the entity
does not follow the service
invention system in accordance
with the laws, the supervisory
management may order the
entity to make corrections
within a time limit; if the entity

fails to do so, it shall be warned.

AIPLA recommends that the
authority of the supervisory
management and the nature of the
“warning” be clarified.
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Article 36:
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Where the inventor violates the
provisions of the Regulations
and applies for intellectual
property for a service invention,
the entity will be entitled to the
right granted under the
application, and all of the
benefits obtained by the
inventor shall be returned to the
entity. Where the entity violates
the provisions of the
Regulations and applies for an
intellectual property right for a
non-service invention, the
inventor will be entitled to the
right granted under the
application, and all of the
benefits obtained by the entity

shall be returned to the inventor.

AIPLA recommends that these
provisions be deleted. The
prospect that the rights will be
forfeited or assigned to another
entity based on facts that are not
available to the public
undermines the predictability and
stable ownership of intellectual
property rights.

Instead, AIPLA recommends that
the courts be granted authority to
enforce the provisions of the
regulations.
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Article 37:
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Below are deemed as
infringement of the right of
inventorship:

1, failure to name the inventor
as inventor

[No comment]
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PSSy DN R 2, naming a non-inventor as an
inventor.
H=HN\% Avrticle 38:
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Where the inventor claims that

AIPLA believes that the multiple
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his authorship has been
infringed, he may request the
administrative department of
intellectual property right of the
people's government at the
county level to handle it, or
institute legal proceedings
before the People’s Court.

Where the administrative
department of intellectual
property right of the people's
government at the county level
or People’s Court finds
infringement of inventorship,
the infringer will be ordered to
stop the infringement, apologize
and compensate for loss. The
authorities for granting or
registering an intellectual
property right shall correct the
inventorship recorded in the
relevant documents and make
an announcement based on the
effective ruling.

Where infringement of
inventorship of two or more
inventors or infringement of
inventorship for two or more
times is found, a penalty shall

provisions and remedies of this
section would introduce
unnecessary uncertainty into the
process and recommends instead
that the People's Court be given
authority to enforce the
provisions of these regulations.

AIPLA recommends further that
injunctive relief requiring
compliance with the inventor’s or
entity’s obligations would be
sufficient along with any
compensatory damages that are
proved, and that the penalty
proposed in the regulation is
excessive.
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be imposed on the infringer of
50,000 RMB and the
infringement shall be
announced by the
administrative department of
intellectual property right of the
people's government at the
county level.
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Article 39:
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Any organization or individual
is entitled to report or complain
of the behavior of infringement
over the right of authorship of
the inventor to the
administrative department of
intellectual property right of the
people's government at or above
the county level, and the
department receiving the report
or complaint shall investigate
and handle it in a timely way.

[No comment]
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Article 40:
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.

Where the entity policy or the
agreement entered into with
inventors is not in accordance
with Article 19.1 of the
Regulations, or is considered to
be invalid according to Article
19.2 of the Regulations, and a
loss to the inventor is caused,

AIPLA observes that this
provision may foster an
adversarial relationship between
the inventor and entity. AIPLA
recommends that damages be
limited to compensable damages
that are proved by competent
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the entity shall be liable for evidence.
damages.

FEN+—% Article 41:
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Where the entity fails to provide
award and remuneration in a
timely way and in full amount
to the inventor in accordance
with the entity policy or the
agreement, it shall be ordered to
make a correction by the
administrative department of
intellectual property right of the
people's government at the
county level; where a loss to the
inventor is caused, the entity
shall be liable for damages.

AIPLA agrees with this
provision, subject to Article 9
which states that the proposed
regulations are applicable only in
the absence of an agreement with
the inventor. AIPLA recommends
that damages be limited to
compensable damages that are
proved by competent evidence.
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Article 42:
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Where a dispute is caused by
the ownership of the right of the
invention or the award and
remuneration, it will be
consulted and solved by
concerned parties. If concerned
parties fail to do so, they may
request mediation from the
administrative department of
the intellectual property right of
the people's government at the
county level, or may institute
legal proceedings before the

[No comment]
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People’s Court, or request
arbitration in accordance with
the laws.
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Upon the application for an
intellectual property right for
the invention, where the
involved parties have a dispute
over the ownership of the
invention, the department
granting the intellectual
property right may, based on the
request of the concerned parties,
discontinue the relevant process
of the intellectual property
right.

Upon settlement of the dispute
over ownership, the concerned
parties may, with the effective
legal instruments, request for
restoration of the relevant
process of the intellectual
property right.

AIPLA recommends that
administrative proceedings on the
application not be delayed
pending resolution of the dispute,
but rather to allow that the dispute
may be resolved in accordance
with the provisions of these
regulations contemporaneously
with the determination of the
intellectual property rights. The
proposed regulations may permit
the inventor to delay the
application process and therefore
exert excessive leverage.
Particularly in view of the speed
of the Chinese courts, the dispute
should be resolved prior to
proceedings on the application.
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Chapter 7 Supplementary
Articles
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Article 44
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Where an entity makes an
agreement with the inventor
regarding the ownership of the
invention or the award and
remuneration, the entity may
file the related contract and
company policy for records
with the local administrative
department of the intellectual
property right.

[No comment]
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computer software. patentable inventions, as noted PR
above.
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The Regulations are effective
from the date of




