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Case Study:
IP protection when working with OEMs in China

SME details

Location of headquarters: Sweden

Industry: Sale of consumer products via e-commerce

Status in China: working with original equipment manufacturers (OEMs) and product
assembly in China

v/ Case background

The SME is a Swedish company engaged in the sales of consumer products. Its main markets are in Europe, but the SME is planning
to have some of its products assembled in China using the components produced in collaboration with various Chinese OEMs. The
company is currently in the process of setting up arrangements with the Chinese suppliers and assembly facilities.

The SME’s China-based assembly partner will be in charge of printing the brand logo and brand designs as well as labelling some of
the parts before the final assembly of the product. All logos and designs will be created and provided by the SME.

The SME, worried about the misuse of their trademark in China, contacted the China IP SME Helpdesk to learn how to minimise the
risks that their brand name and logo designs may be used on other products apart from what is ordered by the company.

ill Actions taken

As it is rather common for the OEMs to abuse trademark rights and start selling products with foreign trademarks in China or other
countries without the right holder’s permission, the SME should, first and foremost, consider trademark protection in China. The SME
currently only has trademark rights in Sweden, not in China, therefore, the SME has no trademark protection in China.

Furthermore, the SME should draft an OEM contract with the suppliers, including a non-disclosure agreement (NDA) outlining the IP
rights of the SME and barring the OEMs from using SME’s trademarks without prior authorisation from the SME. A good OEM contract
would estimate the annual production volume of the OEMs and set clear production limits that the OEMs are not allowed to exceed.
The contract should also allow for random on-the-spot checks in the OEM’s factories which the SME should regularly carry out. In case
of the termination of the contract, the SME should have the right to ask the OEMs to return the documents/branding materials and
stop manufacturing or selling products under the SME’s trademark.

Additionally, once the trademark is protected in China, the SME should also record their trademarks with the General Administration
of Customs of China (GACC). The China Customs will inspect both imported and exported goods, and if the SME’s trademarks are not
registered with the GACC, the Customs may seize the SME’s goods causing delays in the supply chain. On the other hand, the Customs
would also seize the counterfeits of SME’s products supporting the SME in the fight against counterfeits.

) Outcome

Being aware of the importance of trademark protection in China, the SME decided to file an international trademark application and
extend it to China. In the meantime, they have decided to postpone sharing further trademark details with the suppliers until a
trademark registration application has been submitted.
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® Lessons Learnt

e |t is commonplace for the European companies to assemble products in China, label them and import the goods back to Europe
without selling any products in China. Before even considering having products manufactured by the OEMs in China, you should

protect your rights in China.

o File the trademark (and other applicable IPR) registration application in China as early as possible, advisably before entering the OEM
agreement, even if all the OEM products will be exported to outside of China.

e Make sure that confidentiality clauses are included in your OEM agreement or sign an NDA with your OEM partner.

e Watch out for the counterfeiters! The fact that you may not (yet) sell your products in China does not mean that someone else
(especially your OEM partner) isn’t selling them in the China market. Regularly monitor the market to spot any counterfeits.
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Disclaimer: The China IP SME Helpdesk is a free service for SMEs which provides practical, objective
and factual information about Intellectual Property Rights in China. The services are not of a legal
or advisory nature and no responsibility is accepted for the results of any actions made on the basis
of its services. The content and opinions expressed are those of the authors and do not necessarily
represent the views of the European Commission and/or the European Innovation Council and SMEs
Executive Agency (EISMEA) or any other body of the European Union.

Before taking specific actions in relation to IP protection or enforcement all customers are advised to
seek independent advice. Neither the European Commission nor the Agency may be held responsible
for the use which may be made of the information contained herein.

@ www.intellectual-property-helpdesk.ec.europa.eu/ [xinJo) @chinaiphelpdesk
@ question@china-iprhelpdesk.eu
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