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EVALUATING INTELLECTUAL

PROPERTY TRANSACTION

OPPORTUNITIES:~~.•·.·.-. 7~--C __., .

THE DUE DILIGENCE PROCESS

I. OBJECTIVES

A. To identify issues arid evaluate risks

associated with the proposed deal

• Verifylassesstheintellectual

property components

• Assist the client in making an

informed decision on the deal's

value
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B. To identify conditions under which

the proposed deal should proceed

• Representations and warranties

• Contractual conditions and

protections

C. To assist in creatingawin-win deal

• Minimizing unwelcome

downstream surprises

• Putting you client "onthesarne

page" as the seller/licensor



II. SUBJEC"TMA"T"TER OF THE

PROPOSED DEAL

A. "The Res or field

• Company, business unit

• "Technical field, products

• .Processes of manufacture

• Methods ofuse, treatments

B.Modesof Protection

• Patents

• Know-how

• Patent applications

• Biological materials

• Regulatory exclusivity



• Lead time

• Trademarks

c. Scope and Strength of Protection

• Broad or narrow

• Strong or weak

• Long or short term

III. THE NATURE OF THE TDEAL

A. The type of transaction considered

• Acquisition/merger/joint venture

• R&D collaboration

• Exclusive or semi-exclusive license



B. Value and importance of the

intellectual property to th(3 proposed

ea

.CriticaIityof exclusivity

• Territory of the deal

• Competitive environment

C. Time and budget constraints in

conducting therevievy

• Window of opportunity issue

• Scope .of review

.~mphasis.or-Lcore technology
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IV. THE DUE DILIGENCE TEAM

A Size, content,dependenton'the

nature, value of the deal

• Intellectual Property

Counsel/GeneralCounsel

• Business/Licensing

• Financial/Accounting

• Marketing/Regulatory/R&D

V. THE BACKGROUND EVALUATION

A. Search for Patents and Literature

• Prior and contetnporaneous

• Domestic and foreign



• Domingting pgtents

• Prior art

•• Patents,publishedapplicatlonsef

the potential licensor

B. Order and Review of PatentFile

Wrappers (File Histories)

• Claim analysis

-sQoP~ and strength

- U.S. and foreign

C. Title Search

•• Chain of title

• Se·Qurity interests

• prior licenses



D. Review of Publicly Available Records

• Investor analyses

• 10K, 100 reports

E. Litigation Check

F. AntitrustAnalysis

G. FormulatelnitialAssessment

• Follow-up search

• Prepare due diligence checklist



VI. DUE DILIGENCE PROCESS

SectecyAgteetijent

• Enable potential licensee to

review/assess Res

restrictions on use of proprietary

information received

restrictions on who can have

accesstopfoprietary information

- return or des,troy proprietary info

(except for archival copy) if no

deal is reached



B. Due Diligence Checklist

•. Patents/pa.tent application files

- compounds

- formulations

- Proceses

- methods of use

• Info ofpotential licensor

- 3rd party blocking or dominating

patents orapplica.tions

- potential interferences

prior agreements, oppositions

third party assertions or rights

- securityinterests

govt. or other third party funding

or research



- obli.9Citions to assign

- litigation or threats of litigation
------ with third· parties

-for biologicals, e.g. cell lines,

chain of title assurances

C. Review, Analysis of Due Diligence

Information

• CompPlrej.yvith backgrc)und

evaluation

• lq~.fltify discrepancies

.~. Evaluate.. for further areas of inquiry

- addl. searches

- addl.requests for info. from the

potential licensor



VII. THE LICENSE AGREEMENT

(Due Diligence Driving Factors in

Clause Construction)

A. Representations and Warranties

• Clear Title

- Identify Irnpediments

• Known Exposure Issues

- Litigation Potential (Offensive

and Defensive)

- Interference Potential

• Duties to Third Parties

- Pre-Existing Licenses

- Third Party Funding



B. The Grant Clause

• Scope ofthe Res

... field··· restrictiOns

- territorial restrictions

- subliqensingright

- toll mfg. rights

- assignabi.lity

- bankruptcy

- ppst expiration

- improvements

- grant back

- exclusivity

• Pripragreemer}ts

- third party. licenses

- govt. funded research

,
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C. Monetary Considerations

• Milestone payments

.••• Minirrfumpayment

- inplaceol "best efforts"

• Royaltypayrnents

- patents

- know-how

- patenlapplications

- trademarks

- other

- regulatory exclusivity

- lead time

- monetary conversion



D. Litigation Issue~

• Product liAbility

• InfringernentofthirdPArty rights

-needJof unblocking license

• Infringement of Iicen~or'spatent

rights

- control/conduct litigation

- damage issue~

E. Expiration/Termination Issues

• Brulotte i$sue (post-patent

royalty)

• Know-how

• Trademark

• Cell line ownership

- bailment issues
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