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Agenda BUE

= |ntroduction
= Five Major Pitfalls (I XF&ERH#)

Not Knowing What You Are Licensing (7 T fi#{R T V/F eI B9 1)
Does Not Understand What Happens After Termination or
Expiration (/5% & Al 12 A1 % R 2k 2 BR J& i f3 BT e i A A4 1) i)
Does Not Recognize U.S. Law on Implied Licenses (R & iR 5"
ETRVFRIT B RHIEEIEIE)

Failure to Distinguish a “Covenant Not To Sue” from a “License”
(REER I “BRIUERVF"H“VFa”)

Mistakenly Assume All Terms Are Valid and Enforceable (4 i
REMBHEREBAERFEFRATHITN)
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Why is a Patent License Agreement Complicated?

A2 ERFRISRIARRRRE?

= Patent Law (¥ F[j3) = Antitrust Law (&~ 2 %% )

= Trade Secrets Law = Laws Governing Import/Export
(R ) CHGRILE 1S T ED

= Contract Law ( Fﬁ' =D = Federal and State Competition Laws

(A Fh=puiEE )
= Procedural Law (FE-EA03k )
= Property Law ([ i)
* Tax Law (&)
= Bankruptcy Law (it i)
= International Law ( [=I[=1% )
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One Issue to Keep in Mind in
License Negotiations With a U.S. Company
# 5 E 2 R HEATVF AT B N B E D A — 4 )

= U.S. representative is likely a “licensing professional”
(ZEEAFEMRHIRKRBERZE—1T"UTAIER")
= U.S. lawyer (EEI)
= Patent Lawyer/patent agent (& FI4E I/ L FIEEN)
= Non-lawyer but with extensive training in and experience with

patent licenses (R 2 RITMBE L FIVFAl AEEZ I KE/I
GHEBFELR)

= Deep understanding of U.S. laws (%} 3£ E& R AR ZIERR)
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THE PITFALLS (F&B#)
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Not Knowing What You Are Licensing
T fR4RFrVF Al B9 SR T

= Case One: Aronson v. Quick Point Pencil Company

= Inventor agreed to disclose and license a design in exchange for royalties
- higher royalties if a patent issued and lower royalties if not. (/xEA AR
BT RV RI— Ik FF M ER VAT S — B R R T L RE A SR
VFRI 3%, aNRKIRF L RINERBIERIVFRI 28)

= The design remained secret only until the product was sold because the
design was evident from the product (no reverse engineering necessary)
(BFLIE MW" REAFERMS N (TERFAIESH), HtE
“BREME AT E T i E 2 A

= Both parties knew trade secret would be destroyed once the product is
sold. (WA T #E— B/~ iR HEE M EEIEK)

= Patent did not issue. (% FlwRZ&KEIRTF)

ALSTON+BIRD ..

Not Knowing What You Are Licensing

= Aronson v. Quick Point Pencil Company (Continued)

= Licensee (Quick Point Pencil) refused to pay royalties. (# 17 7] A (Quick
Point Pencil) 84432 {7 a1 7%)
= U.S. Supreme Court held Licensee must pay. (3 E & & kB R # V7] A
WM AF)
= that because the royalty obligation was for the disclosure and use of the
design, licensee had to continue to pay royalties despite the fact that
Licensor (Aronson) never obtained a patent and its trade secret was
extinguished. (B3 F 18] 2 X A8 X 55 B #E i 0 15 T B4 B RN
WRE, REVFAIA(Aronson)RFLLL 345 L F3F B ME IR T
FE”, PRl N ik 8 X AV RI 2 )
= Quick Point Pencil’s competitors are free to use the design without having
to pay any money to Aronson. ({BQuick Point Pencil 8455 4 % 1/ 17§ 9%
Rz i3 B T FE R AronsonZ fHER 27 )
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Not Knowing What You Are Licensing

= Aronson v. Quick Point Pencil Company (Continued)
= Lesson (Zill):

= The agreement may seem to be a good deal for Quick Point Pencil at
first (X3 & RE £ E&Z¥*Quick Point Pencil 245 I 5)

= Quick Point Pencil did not realize, if the patent did not issue, it would
essentially be licensing a trade secret (Quick Point Pencil RE 1 F,
MR G FREIR T, Hfr LR BB FE KF A

= a trade secret that may be reverse engineered. (— I 8] #% Jz [A] T2
WHIEFB )
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Not Knowing What You Are Licensing

= Case Two: Warner-Lambert Pharmaceutical Co. v. John J. Reynolds

= Dr. Joseph Lawrence invented a formula for antiseptic liquid
compound (Joseph Lawrencet#+ BT — I EF RERREMRK
KL EMECAH)

= Dr. Lawrence licensed his invention to J. W. Lambert in 1881 and
again to Lambert Pharmacal Company in 1885 ( Lawrencet&+F
188145 H K BAVFAI 450, W. Lambert, 3T 18854 X /A%
Lambert Pharmacal Company)

= Lambert (later became Warner-Lambert, now
Johnson & Johnson(3#4E)) sold “Listerine”
brand mouthwash (Lambert (5 3& A% s Warner-Lambert, i
BNILFE RO A 42 B]) B4 & “Listerine” RO K)
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Not Knowing What You Are Licensing

= Case Two: Warner-Lambert Pharmaceutical Co. v. John J. Reynolds

= Warner-Lambert paid royalties for over 75 years under license to use secret
formula for Listerine brand mouthwash, but formula eventually became
public knowledge (Warner-Lambert>}j“Listerine” h&i#k O /K IR B A
FERANS AT TT5EMVFRI A, BERAREZBRANTER)

= Warner-Lambert sought a declaratory judgment that it no longer needed to
pay royalties ( Warner-LambertZ R 3} 1§ X F B XAV 7] 2 BIFA L #
R).

= Court found that Licensee (Warner-Lambert) was bound by the agreement
GBI R M AT A (Warner-Lambert) 152 & R X 45413)

= Lambert agreed to pay royalties for as long as it made the product based on the

original formula( Lambert@ B R ERE F X RIRE A £/~ mERSZ T
A1),
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Not Knowing What You Are Licensing

= Case Two: Warner-Lambert Pharmaceutical Co. v. John J. Reynolds
= Court held: “One who acquires a trade secret or secret formula takes it
subject to the risk that there be a disclosure.” GEBEIA N : “4E{ATIE B
R S B 5 B A BRI AR R AR AT RS
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Does Not Understand What Happens After
Termination or Expiration of a License

RS Rl AR BRI BR feE 5 5 AT Re k£ R i)

= Case One: Nova Chemicals, Inc. v. Sekisui Plastics Co., Ltd.

= Parties entered into License Agreement for a ten year term on a new process
to produce a Styrofoam-type product. (B AFLAE T~ — PP ERR Z Mia R B H 2K
10 5 waps SARYANUSE-ti ok 3: STE R RV NAQ)

= The agreement did not specify that secrecy obligation survived beyond the
term of the license. (FHX AR ERE 5T VM EIHA G 9k 2L FTE)

= Court held that under the terms of the Agreement, Licensee NOVA was not
required to maintain the confidentiality of the trade secret after ten years (after
agreement term expired). CERBTIATE, BRIBVILHIME, #WVFRIANOVATE
+ & (BN AR FE W) fE B AR RE L 55)
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Does Not Understand What Happens After
Termination or Expiration of a License

= Case One: Nova Chemicals, Inc. v. Sekisui Plastics Co., Ltd. (Continued)

= Court therefore assumed that the purpose of the Agreement was to convey
access to the secrets and the information lost its trade secret status, at least as
to NOVA. CEBTRUILRE MK B METRVHMERECHEER, #E
ZHEEREAEZEMEAN BIHEFHI--ELZXINOVAME)

= Lesson: Licensor should require licensee to maintain secrets in perpetuity or
for the life of the trade secret
(Bl - VFRT AN ESRAVFRI AR AP, S E DR EBm I E R
WEm M RIN )
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Does Not Understand What Happens After
Termination or Expiration of a License

= Case Two: Universal Gym Equipment v. EWRA Exercise Equipment

= A License Agreement on manufacture of exercise equipment (% <3G 5 284
sl AR RUISHD)

= EWRA agreed in the Licensee that it would not use features or designs of
licensor’s (Universal Gym) products after termination ( EWRAZE &I /4%
EE?EEW&X%EEZ‘%EFHWEIA( Universal Gym) ™ & B 43T 55,
Wi

= After termination, Licensee obtained a Universal machine on the open
market and reverse-engineered the machine (MY 1L fE, #IFRI AET
E3R\T — M Universal 977 @ 3 XHZALEFAT T R A TR .
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Does Not Understand What Happens After
Termination or Expiration of a License

= Case Two: Universal Gym Equipment v. EWRA Exercise Equipment (Continued)
= Universal Gym sued for breach of contract ( Universal GymLliE %) 4y FHEEF) .
= EWRA’s defense is that it was free to purchase products in the open market and
reverse engineer the machine and sell the same machine if the only intellectual
property protection is trade secret( EWRAML IR 2 : AR FE L ME— 2R
PFHRIEN AR BB, WEBRMT LK & AT RAT
BomFLEHERMNEE,)
= The Court affirmed breach of contract and award of damages GEfRHIAFHES
EELFHIL M EE).
. -Fll—F}?)e issue is one of simple contract dispute (iX R 2 — 4] FL A & B %)
i) .
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Does Not Recognize
U.S. Law on Implied Licenses
FHE L PEATET B XU B

= In the Patent Law context, a patentee has the rights to exclude “making,”
“selling,” usmg and |mp0rt|ng (HFFNEEH™ > £FP - ?Jﬁ{ﬁﬁju “

N S
To Makelmplles ‘“To Have Made ( Pﬁjﬂlﬁ qpRE Pl ERY
= *Jﬁ by ")

= To Make Implies To Use or Sell ( “ﬂﬁﬁjﬂiﬁ” ARE PO TR Fé'l
)

= To Make and Sell Implies To Use ( “?J%‘/ﬁj[]iﬁﬂl%] F‘%” AR R T
)

= To Make and Use Does Not Imply To Sell ( “?Jﬁﬁjuiﬁﬁ'fﬁl B3 A
PRE IR
= To Sell Does Not Imply To Make (= “##¥&" F T diff# f J‘;ﬁjugfa)

= If Product Otherwise Available (Y[ il H %%&uﬁaﬁi)n
e

Does Not Recognize
U.S. Law on Implied Licenses

. Implled in Fact (Es_Hp)
Arise From Facts Inferring Mutual Consent ( FL i #8%HyY H [g i py
CIEGILED
. |>e , Payment and Acceptance of Royalty (I » 3 [ A{HE - ?}}U
= May be specifically disclaimed ( [’ ?ﬁ:ﬁj k=)
= in'Written Agreement (ipjit [V [l
= Equitable Estoppel (based on conduct) (Z(F~F (FL~ =72) )
= Conduct of Patent Owner Inducing “Detrimental Reliance” (% #[5+%

SRR R D
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Does Not Recognize
U.S. Law on Implied Licenses

= Implied from License “to Make” (PN “EAYHIEE" BULFH Tt & AUPRS. 5
~)
= Must Be Specifically Excluded (=i~ |#1#%)
* “But Not Have Made” (- “fE] i s #H% * filig” )
= CoreBrace LLC v. Star Seismic LLC (Fed. Cir. May 22, 2009)

= Clauses in the license agreement (7£ F =] Ppil A ER)

= The license granted to Star the non-exclusive right to “make, use, and
sell” the patented building brace (1%l F TIit P Star N4 . &5 R
MY E" =2 LRRY BRI EIIEHMIERIBF]) .

= The license further contained a provision that Star could not “assign,
sublicense, or otherwise transfer” its rights to any party except to an
affiliated, parent or subsidiary company (%I al it B E T — I E
. BStar 7 B EL RS RIAURIVE B 45 PR ELOCHR L, BRI B F 2
gl SR E At A E4K).

|2
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Does Not Recognize
U.S. Law on Implied Licenses

= Federal Circuit held that the rights granted in the license to “make, use,
and sell” a product inherently included the right to have the product
made by a third party, absent a clear indication of intent to the contrary
(BFREGERRINE, ZREFZEFKTHREBLIEL T, ZI0NVF
AR PR MEAE > ERMNHE" ™ RN EGAHEET R
PE=FE " REIBF]).
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“To Have Made” vs. “Sublicense”

= “Have Made” Not a “Subllcense”(“?cEFE*"ﬁ"ﬁﬁEI")
= Have Made = Subcontract (R# 4 "=& R4 a)
= Subcontractor Cannot Act Independently(ﬁﬂﬁﬁ’l‘ MI1TH)
= Subcontractor Can Only “Sell” the Licensed Products Back to the Licensee
(5 BRI Rl - R B E A AT A)
= “Sublicense” Must Be Specifically Granted (“F|+'" Wﬂj’ =)
= May Not Be Less Restrictive Than Main License -- May Be More
Restrictive

(j\ﬁ:% “3 %,iFJ ’T’JpJ[K«LﬁfU h— 7“ *’ “ ’TUEI ppj[uﬁf[])
= Will Continue After Early Termination of Llcense -- Will Expire With
License (7 “= iFp'” ?Eﬁfjéé‘ﬂ—ﬁfflﬁﬁﬂ (IR —(I A5 2
" IRl R
= May Be Modified by Contract (f injiifl[ﬂﬂﬁl S
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Fails to Distinguish a
“Covenant Not To Sue” from “License”
KEER A “RIER R F“Var”
= Covenant Not to Sue ( fiir=H %)
= Personal Promise ( + * =)
= May Not Run With Patent on Sale (j i <JpfE Fé A F))
= No Implied Representations (& g R iufifr )
= No Exhaustion by Sale Under Covenant (7 fll =V ﬂfﬁ ksl
FIJF\L)
= Non-exclusive License (:J]B}éﬁﬂj‘]‘f_kiiﬁ’ )
= Promise Not to Sue Licensee ( ¥ BLiTh * AYiS)
= Runs With Patent ([fffE~ % #])
= Implied Representation of Power to Grant Sublicense ( #pHE ﬁjﬁnf
TR YRR PR )
= Implied License on Other Patents (! 4. F[fiuphr 17 )
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Mistakenly Assume All Terms
Are Valid and Enforceable
izt ERAENEREBERFEFTHITS

= Term(Z3K#FE) : Licensee cannot challenge validity of a patent (#% - 8] A T~
BEVTRE L RIBIB L)
= Case: Lear, Inc. v. Adkins
= A Licensee Can Challenge Validity of Licensed Patent (#Li=p" * f’
RSB 5 )
= Strong Public Interest in Free Competition in Ideas in Public
Domain (i vt 2° HLEfs 215 RUEEYE TS i 5 E el
HARE
= Licensee Has Greatest Economic Incentive to Challenge Validity
of Licensed Patent (FLitpi® * S1% LRty I =Pt “7? LR
EAE 1)
= Licensee Not Required to Pay Royalties During Challenge of
Validity (#Lvtp * Tﬁ e FFE Ji‘”r[gkkﬂz’jﬁ;;i;?_ﬁr‘équ ]
iy

! ALSTON+BIRD...

Mistakenly Assume All Terms
Are Valid and Enforceable

= Effect of Express No-Challenge Clause ( “7 7 TI’F‘JFI%F SFpEE] )
= Not Enforceable ( -='f'#1i%77)
= Not Patent Misuse (T Frjjj FF )
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Mistakenly Assume All Terms
Are Valid and Enforceable

= Liability for Royalties (¥ [{] =5’ JPpy~ %)
= Non-contesting Llcensee Must Pay During Challenge and Cannot Recoup
Royalties (=~ 51 fﬁ’%ﬁnr = Jrjlﬂ’ HF?EIJ P e ﬁ}'m B
]‘E{”jrj«lé[ﬂhr P
" Contestmg Llcensée May Pay During Challenge to Malntaln License and
Recoup Royaltles from Challenge on Invalidity (H15] J?@LvIEJ
Ti ’1495{ Ha| [“jwrﬂ FI"LH ‘li‘}‘njtﬂflq s IE-{/L[‘E\I:F f] scT[[ K
Sl )
] Protectlon of Lea!’ Cannot be Invoked Until Licensee (>fLearfiyfjlri= k% ‘
Ao BrIEREER S )
= Stops Paying Royalties ( {4 (-3 {f{#%f"f%) ; and
= Provides Notice that it has Stopped Pa 3yment Because Relevant Claims are
Invalid (/& HEppA > ARkasps & i 2 B pu= B il R
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Recent Trend Re Patent Validity Challenges

= Patent validity challenge (4 & F| B 24 P O R £)
= Reexamtion through USPTO (Z3RUSPTO( E£E % FI&HF) #HTH )

= Declaratory judgment action through the federal court (ZE B¢ $R;%FRIR AN 2 IF)
“reasonable-apprehension-of-suit” test (“X A & 4 B & BB TIEA " A )
= Before MedImmune, Inc. v. Genentech, Inc. (January 9, 2007), Federal Circuit’s strict
jurisprudence (F£MedImmune, Inc. v. Genentech, Inc. (200741898 ) 2 &, Bt
BB A A& HR)
= Licensee would have to surrender its license (through breach or otherwise) to
challenge validity (#8177 AT A\ 22 T §% % I B 50 R AR FE 48 O/ AT G i 2y
HEHMAE))
= In MedImmune case, the US Supreme Court held that “...[the licensee] was not
required, insofar as Article 111 is concerned, to break or terminate its 1997 license
agreement before seeking a declaratory judgment in federal court that the underlying
patent is invalid, unenforceable, or not infringed...” (fEMedimmune —Eh, XERS
EREEE .. [T R AR MR ERT A X TR TEAIIIT DR RBE
%%}xmmmzm T (E S E AR KB5S [H R ZUEE 1997 BV AT Pl
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Other Issues With an
International License Agreements
B BS AT P X R PGl

= Choice of Law, Choice of Forum (1 i3 ok NE RO )
" Absent Choice, Law of Forum (L GV R+ > (MEFEEITRED)
= Consider Where Assets Are, Forum Bias ( %Hg‘:;rffff’ R P R R
-F’J‘::}é\ljffj fit [ﬂﬂ Pl
= Avrbitration Forum, choice of Law ( {51 » 13 HIFUZESR )
= Governing Language (iﬁE'J%?,)
= Better to Resolve During Negotiations ({4 7 12 2| B )
= Termination Upon Significant Change ( ./ % Ei- % RIffEx ()
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Other Issues With an
International License Agreements

= Governmental Approval (¥/ftAvFH=IE )

= U.S. Export Control Laws ( Z_[=IT] 'ﬁ'ﬁjﬂﬁfﬁ?ﬁﬂ)

= Foreign Government Approval/Registration ( ¥t Elffﬁflfjﬂ—?’é/ﬁiﬂ )

= Local Party to Bear Responsibility (=i ﬁhjéqﬂﬁl =)

= Condition Performance on Approval (:Iﬁ’ﬁ—?% =38 FL\‘ (ﬁjﬁﬁ.”? YRR ()

= Avoids Premature Disclosure of Know-how (GHERG T bl Plfefl * iz )

= Payment Provisions (3 [ X))

= Currency, Time and Method of Conversion (7l ~ [if |15 48 4= )

= Place and Method of Payment (< {if £ (#{17 =4 )

= Tax Treatment (AR5 #E)
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QUESTIONS?
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