........

X

BARDEHLE - PAGENBERG - DOST
ALTENBURG * GEESSLER *ISENBRUCK

Dr. Jochen Pagenberg
Bardehle Pagenberg Dost Altenburg Geissler  Isenbruck

Education Harvard Law Schoo] (LL.M. 1973), University of Munich (Dr. jur. 1974); 6 years
research fellow, Max Planck Institute for International Patent Law, Munich 1973-1979

Professional Activities:

. Admitted to Munich Bar in 1973, Dr. Pagenberg has been Partner of Bardehle,
Pagenberg et al, since 1979. His firm combines attorneys and patent attorneys, and the
firm has offices in Munich, Dilsseldorf, Mannheim, Paris. Alicante and a liaison office in
Shanghai and who exclusively specialize in intellectual and industrial property law, -
especially in patent and trademark prosecution and litigation. Dr. Pagenberg's personal
specialization is litigation and licensing.

Special Activities and Publications:

He has been the Executive Editor of the International Review of Industrial Property and

anmghLLm (fIC) since 1973; he is a Lecturer at the Universities of Strasbourg.
2 ; A A ain), and he has given

numerous other lectures in all fields of mdustnal and mtellectual property taw,

- Dr. Pagenberg has extensively written in patent and trademark law and in the field of licensing

law in German, English and French. He is the author of 4 books on patent, trademark
and computer law, e.g. License dgreements, 4th Edition, Cologne 1997, Manual on the
European Community Trademark, 1996, and more than 30 articles in all fields of

* industrial property law, ia . Trademark Rights at a Discount, js Trademark Law still
effective?, 19 IIC 639 (1988); Opposition based on unregistered Rights under the future
Trademark System, 20 IIC 595 (1989).Opposition under the. fature.

Community.
Community Trademark System, 20 IIC 595 (1989); Protection of Famous Trademarks,
International Intellectual Property Law Vol. 2, Hansen, ed., Fordham University. School

of Law, 1993, Vol. 2, p.44-1; The Community Trademark , INTA 1997 Bulletin Annual
Meeting p. 498; The Scope of Article 69 European Patent Convention, 24 IIC 314
(1993); Rules of Claim Interpretation in Germany, 26 IIC 228 (1995); The WIPO Patent
Harmonization

Ix_egtx. 19 ATPLA Quarterly Journal 1 (1991); The. Community
: ) rategieg, 29 TIC * (1998)

Dr. Pagenberg is special advisor of the German Government on the new European patent
litigation system, he is also active in a number of international organizations and is serving on
several of their committees, ia. he is the chairman of the Committee on Litigation of the
AIPPI, and he is also chainman of the Special Committee on the Patent Law Treaty IT of the
AIPPI, he is 2 member of the Community Trademark Committees of INTA and of LES, and a
member of a number of other organizations like AIPLA, ALAI, ECTA, IBA, Marques,
PTMG, German-American Chamber of Commerce, Computer Law Association, ATRIP







i
=

SR

A
e

A

e




R

Fui

S

fois

e

S
&

ot
N

Shdy

i

S

s

S
5
=

e

)

S

o

Rt

S



-
ol

Franklin Pierce Law Center

Summer Institute 2002
Licensing in The.Eufope'an C’bmmu_nit_V . B

Dr. Jochen Pagenberg
Attorney at Law, Munich

CONTENTS
1. Introduction

TI. Case law of the ECJ on the enforcement of industrial property rights
- Applicability of Art. Art. 28, 30, 81 EC Treaty.

1. Trademark and Competition Law

a) Sirena

b) Centrafarm vs. American Home Products
¢) Hoffmann-LaRoche vs. Centrafarm

d) Cassis de Dljon

er+r - _

f) Kaffee HAG

g) Keck

h) Pall -

2, Patgnts_

a) Sterling Drug |
~b) Tylesin

¢) Merck

d) Maize Seed

€) Pharmon R
f) Allen & Hanbury s

3. The Exhaustlon Doctrme

0L Art. 81 EC Treaty and the exemptmn rules for hcense agreements
- Exemption by categories of agreements -

1. Distribution agreements




a) Selective Distribution
b} Exclusive Distribution
c¢) Franchising

2. License Agreements

a) Group Exemption Regulation for Technology Transfer Agreements GER
(Technology) -Regulation No.240/96 ' Sl
(1) General - Scope of application

" (2) Clearance of license agreements - Notification Procedure
¢3) Case law of the Commission
(4) Contents of the Exemption Regulations
{5) Individual centract provisions

b) GER (R&D) - Regulation (EC) No 2659/2000
(1) General

(2) Individual Provisions

¢) Special issues of trademark license agreements

d) Special issues of software license agreements .

IV. Art. 82 - Abuse of a dominant position

L Introduction

EU licensing law is part of the competition law and must be understood as ‘mekelc:lﬁi{'aléii't "of B g
US antitrust law. It is important for the marketing of products in particular with respect to the_ '

following situations:

- for the conclusion of distribution and/or lcensing agreements between manufac- -

turers/patentees and distributors/licensees for which the knowledge of the boundaries of
contractual freedom is necessary. The competition rules, Arts. 81 and 82 as well as Arts. 28,
30 EC Treaty which are interpreted as guaranteeing the free flow of goods and services, are

~ part of the public order of all Member States and cannot be circumvented hy a cho1ce oflaw -

rule referring to a non-member country

- for the enforcement of patents, trademarks, know-how or copyrights within the EU. Clai'mé o

for an injunction are limited by the prmclple of EU-wide exhaustion which means that one
lawful sale in one Member Country, i.c. normally a sale with approval of the right holder,

precludes any interference with the further distribution of the same products by the right -

- holder in another Member State.

For both areas an overwhelming number of cases decided by the European Court of Justlce
(ECJ) exist whlch define the impact of approval or authorzzatzon : : :

' From the pertinent literature see Reimer, 12 1IC 493 (1981); Reischl, 13 IIC 415 (1982); Ubertaiii, ]984 GRUR
Int. 327; Walter, in: Comish, Copyright in Free and Competitive Markets; Korah, An Introductory Guide fo EC

Competition Law, 3rd ed. 1986;

‘‘‘‘‘‘‘‘
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The treatment of the different industrial property rights will first of all be dealt with under the
viewpoint of the case law of the European Court of Justice on the free movement of goods,
and then with respect to the Jawfidness of licensing agreements and the most important. con-
tract clauses used therein. In this context also the group exemption regulations and their
significance for the drafting of agreements will be discussed.

II. Case law of the ECJ on the enforcement of mdustrlal property rlghts
- Applicability of Art.Art. 28, 30, 81 EC Treaty. |

The general rules under Art. 28, 30 EC Treaty are that restrictions of the free movemcnt of
goods and services are only justified for the protection of industrial and commercial property
and do not constitute a means of arbitrary discrimination nor a disguised restriction on trade.
between the Member States. Industrial property rights which fall under Art. 30 are patents,

utility models, plant variety rights, industrial designs, marks (trademarks and service marks),
trade-names geographm mdlcatlon of source and appel]atlons of orlgln

The most important doctrine developed by the European Court of Justice ooncenung the

distinction between admissible and inadmissible import or export restrictions was. the

- differentiation between the existence and exercise of industrial property rights, where the
existence of the right was guaranteed, but the exercise could be regulated. In several decisions
the Court has defined this doctrine. The typical example of what the ECJ does not regard as
belonging to "the specific subject matter" of a trademark or a patent was to stop parallel
imports of genuine goods which had been put into commerce within the EU by the trademark
or patent owner or with his oonse:nt3 The later case law concentrated to a greater extent on the
clearer concept of improper use of industrial property rights, which would be given in case of
discrimination or an artificial partition within the Common Market®. The typical case of an

~ improper use of industrial property rights consists in the attempt to enforce vertical prlce'
maintepance and distribution systems,. while thelr proper use and main purpose con51sts m
preventmg the dlstrlbutlon of mfnngmg goods

A g

1. Trademark and Compeﬁtion Law

? Cf. Beier, Industrral Property and the Free Movement of Gooals in the Internal European Market 21 IIC 131, 145
(1990) . :

* Cf. Beier, Industriol Property and the Free Movemem of Goods in the Internal European Market 21 TIIC 131, 148 -
et seq. (1990) _

. “ECJ141IC 515 (1983) - Keurkoop v. Nancy Kean Gifis recital 24

* See Beier 21 TIC 131, 152 (1990)




Since the first decxsmns on the free movement of goods under Arts. 28 30 EC Treaty were L

issued in the field of trademark law, they shall be presented first,
a) Sirena

One of the basic decisions on the concept of free flow of goods was the Sirena decision®

which concerned a case of parallel trademark licenses in different countries of the EU. One of . .
- the licensees objected against the importation 111t0 his ferritory of products originally marketed .

by one of the other l1censees

The ECJ argued that if the nght 10 the trademark has been obtamed by contractual agreement |

among the parties concerned, Art. 81 (1) EC Treaty is applicable, i.e. market sharing under

sub-par. (¢) constitutes a violation of the competition rules, even if such agreements have been. .. .

entered into before the entry 1nto force of the EC Treaty

For the determination whether also a wolatlon of Art 82 EC Treaty is given, the fact thata trademark can be the

basis for an injunction against third parties is not sufficient; it must further be examined whether the

prerequisites for the application of Art. 82 EC Treaty, namely a dommant posmon, a mlsuse of thls posmon and o

the possibility to mterfere wnth the trade among Member States, are gwen

b) Centrafarm vs. Meucan Home Products’.

The trademark owner had marketed a pharmaceiutical product in the Benelux countries under -
a trademark Serestra, and an identical product in the UK under the trademark Serenid: The - -
defendant, Centrafarm, had purchased the pharmaceutical in the UK at a cheaper price and -

resold it in the Netherlands after having changed the name of the Seremd trademark to the one

more fanuhar to Dutch consumers, Serestm

- The defendant referred to Arts. 28, 30 EC Treaty and the pnnclple of the free ﬂow of goods
" He relied on the fact that the products had been marketed by the trademark owner or with his

consent, so that his rights were exhausted. The Court decided that the defendant could not rely
on the approval by the trademark owner, since the sale had occurred under a different
trademark. The only reservation which the ECJ made in the decision was a warning that if the
different trademarks in the countries of the EU were only used for the purpose of partitioning
the markets, the rights granted under Art. 30 first sentence would be regarded as a disguised
restraint of trade in the sense of Art. 30 second sentence and thus would lead to'a dismissal of
an action for an injunction’.

¢) Hoffmann-LaRoche vs. Centrafarm"

- This case was the first in a row of cases which concerned the repackaging of goods, but with
the same trademark, after a parallel importation from another country in the EU. Centrafarm
had purchased pharmaceuticals manufactured by Hoffinann-I.aRoche (Valium) from the
Netherlands where those pharmaceuticals had been repackaged after having been imported
from the United Kingdom, Centrafarm affixed the trademark Valium on the products together

. ®1971 GRUR Int. 278.

" Cf. for the different situation where the mark is owned by different entities within and outside the
Community ECI7 IIC 275 (1976) - EMI/CBS

YECHI0TIC 231 (1979)
® In the same sense already ECJ 7 1IC 275 (1976) - EMI/CBS

"ECJI 9 1IC 580 (1978)

p”/—-\w
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with the registration numbers of the German health authorities and intported the products into
Germany. While the original packages purchased contained 100 and 250 tablets respectlvely,
the repackaged products were sold in packages of 1000 tablets.

The ECJ confirmed the injunction issued by the German Coutts confirming that the gxercise

of a trademark right is lawful under Art. 30 EC Treaty and is not conttary to Art. 82 on the
sole ground that it is the act of an undertaking enjoying a dominant position on the market, if
the trademark right has not been used as an instrument for the abuse of such a position. The

'ECJ indicated however that a disguised restriction on trade between member states may be -

given, if it is established that the use of the trademark right having regard to the marketing
system which the proprietor has adopted, w111 confribute to thc artificial partitioning of the
markets between member states, .

d) Recent Cases

More recent repackaging cases have been decided by the ECJ in three consolidated
- decisions Bristol-Myers Squibb/Boehringer/Bayer v. Paranova, Eurim Pharm wv.

Beiersdorf/Boehringer/Farmitalia and MPA Pharma v. Rhone-Poulenc'’.

The three cases all concerned imports of phaimaceuﬁcals into Denmérk where the importer
had entirely repackaged the products and affixed the trademark of the manufacturer.

.. The Court repeated its view that the trademark owner's rights are infringed when a product

. is repackaged or a trademark re-affixed, except under specified and well-defined conditions.
.z The ECJ held that an importer may only do so, if it is necessary to permit importation and
i distribution within the importing couniry. Repackaging will not be allowed if simple

:  affixation of new labels or the addition of a new package insert will suffice. In any case the

trademark owner may object, if the repackaging could impair the reputation of a trademark.
The criteria applied seem to be somewhat vague so that conﬂ1ct1ng declsmns of national

Damsh courts were the result,

- '. e) Kaffee HAG

aa) HAG I

An important influence on the case law of the ECJ concerning the free flow of goods in the:
field of trademark law has for a long time been the case Hag I. It concerned a situation of
parallel trademarks in Germany and Belgium of a German trademark owner. The Belgian
marks of the German company Hag had been confiscated after World War II and sold by the
Belgian government to a third party which afterwards assigned them to another company,
Van Zuylen. In spite of the existence of those former marks, the German company started in
1971 sales under their identical German mark in Belgium: The Belgian trademark owner,
Van Zuylen, initiated proceedings against Hag AG and the Luxembourg regional court
referred the case to the ECJ for preliminary ruling. The ECJ decided that it was incompatible
with the free movement of goods to prohibit the marketing of a product legally bearmg an .
identical mark if that mark had the same origin2 -

The reasons of the ECJ were that the enforcement of the trademark wou]d lead to an
isolation of national markets, and although the indication of origin of a product may be
regarded as wseful, this could be ensured by means other than prohlbmon which would
affect the free movement of goads. .

"ECI28 LIC 715 (1997).

2 ECT 5 11C 338 (1977) - HAG




bb) HAG II
Five years after that decision the Belgian company Van Zuylen was taken over by the Swiss ( ;
company Jacobs Suchard AG. A subsidiary of Jacobs Suchard, Sucal, started another five e
years later to import coffee from Belgium into Germany, i.e. the reverse situation of the first
Hag case. This time Hag AG attacked Sucal. Hag prevailed before the German courts, but
the Federal Supreme Court referred the case again to the ECJ for preliminary ruling, '

The ECJ overruled HAG I and stated that the doctrine of common origin does not constitute =
a legitimate rule of community. law, since it would deprive a trademark of its function to .
distinguish goods from those of a competitor. Where trademarks have been divided against =
the will of its owner and in the absence of legal or economic links each proprietor may
oppose the importation of goods with the identical marks within the territory of his own
mark. The situation would be different, if there is a "dependency through legal links", e.g.
licensing arrangement by which one party could control the use of the mark of another. Asa
result, the ECJ has given back to the trademarks in the different countries of the EU their -
original function as an industrial property right which can exclude the use by others®.

The same result was reached in a case of a-voluntary assignments of marks in the Ideal
- Standard case™®. The prohibition of imports by one of the parallel, now 1ndependent OWners
was not regarded as a violation of Arts 28, 30 EC Treaty. : .

Hr+r

A German company, a leading manufacturer for pharmacy furniture, had founded
subsidiaries in different European countries, among them France. Over a period of about ten
years these companies had used the same company name with the respective abbreviations

- and a common trading symbol "r+r"®, After the bankruptcy. of the German parent
company and the other subsidiaries the only still active company was the French subsidiary
which already in the past during the co-existence of the German company had made -

" deliveries into Germany. It continued such sales also after the German company had ceased
its activities.

Fas

_A competitor filed actions for unfair competition based on alleged confusion of consumers
under § 3 of the Act Against Unfair Competition. The plaintiff's argument was that German .
consumers who in the majority only knew the German company, would be misied as to.the
source of the products. The Munich District Court filed a request for a preliminary ruling to -
the ECI, and the ECJ had to decide whether the principle of free movement of goods took
precedence over the nat10na1 rules of unfalr compeuuon :

The defendant argued that the French company had lawfully used the company symbol in
France during the co-existence of the two companies and the fact that the trademarks were
of common origin would make the incorrect belief of German consumers as to the origin of
-the products irrelevant. The defendant also relied on the fact that it would constitute a
discrimination if imports and sales from France could be forbidden on the only ground of a
different origin of the products, Citing a long line of case law it was pointed out that the ECJ
had repeatedly confirmed the principle that obstacles to free movement within the
Community can oniy' be acccpted if they are necessary in order to satisfy mandatory

" See for an extensive commentary on the case Joliet, Trademark Law and the Free Movement of Goods: The
" Overruling of the Judgement in HAG 1, 22 11IC 303 (1981). Cf. also thereafter the Jdeal Standard case for a
voluntary assignment, where also an importation under the same mark was prohibited. (

“ ECJ 1994 GRUR Int. 614-Ideal Standard

16 11C 751 (1985) - » + r with comment by Pagenberg at 754.
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requirements relating to the protec‘uon of pubhc health, the faimess of commercial

. transactlons and to the defense of (:onsl.lme:rs16

The ECJ primarily examined whether-m the case of a purely national situation an injuﬁction
would have been granted, e.g. if after the bankruptcy of a German group of companies two
independent companies survive and consumers are allegedly misled because the company in

- Northern Germany is selling in Southern Germany. Since no such case could be cited by the :

plaintiff, the ECJ declared that it was a discrimination if a misrepresentation were to be
affirmed for a situation within different member countries of the EU.

g) Pall

This reasoning determined already the otherwise not comprehensible result in the Poll
case'”. ‘The defendant in that case, an Italian company had used in Germany behind its -
trademark the notice ® which has always been held by German -courts to constitute a
deception of the consumer, if no trademark protection exists in Germany. One of the reasons

“behind this case law was that German trademarks are only registered after a thorough

examination with severe requirements as to distinctiveness which is not the case in a number

- of other countries. The ECJ came - to the conclusion that it is sufficient that trademark

protection exists anywhere within the EU, otherwise separate packaging would be
necessary for export purposes which then would constitute a restramt of trade between
Member States.

' 'hj Cassis de Dijon

A decision which exemplifies another line of arguments of the ECJ with respect to the
- principle of "free flow of goods" and the interpretation of Arts. 28, 30 EC Treaty does not
" belong to trademark law. It has been cited in many later decisions as a guiding principle:
. "Cassis de Dijon

"% and also influenced decisions dealing with trademarks and vnfair

competition law. It concemed the importation of a liquor from France into Germany with an
alcohol content between 15% and 20%. The German government agency for the control of
alcoholic beverages enjoined the importation, because the alcohol content was not in confor-

~mity with German law. The importing company attacked this decision and the case went to
the ECJ which had to decide on the consumer protecting effect of the German law, one of the

exceptions of Art. 30.

:‘ The German govémment'had argued that the lower alcohol percentages which are allowed
“in France may lead to alcoholic consumption without any noticeable effect at the beginning,
" so that alcohol drinking can become a habit. Therefore the German law which requires

higher alcohol _percentages proteots the health of the consumers. The Court did not accept

- these arguments in view of the fact that the consumer is confronted with a great variety of
. alcoholic beverages and that he also drinks some higher percentage beverages diluted with’
“water or other soft drinks. Therefore the import prohibition constitutes a wolatlon of Art. 28

EC Treaty.

' This decision must be criticized for several reasons: the Court first of all overlooked that the defendant Had

" anyway used a separate package for the product, a blood filter, with German explanations, so that he could have
‘also removed the ® or add a small reference behind the ® to "Traly”. It is also questionable whether the Court has

taken other consequences into account: would also the patent registration in. a country without substantive
examination be sufficient to use the claim "patented” without further specification even if 2 more severe deception
of the consumer, for whom a patented product has a greater quality indication than a trademark, would result?

720 11C 799 (1989) - Pall

% ECY 1 1IC 357 (1980) - Cassis de Dijon




The rule laid down by the Court in this decision was that if a product is lawfully marketed in
a Member State, it ¢an freely circulate in all other countries if there are no urgent and Aigh-
ranking considerations for the protection of consumers. which justify restrictions. A~
relationship with the exhaustion principle exists insofar as the criterion in "Cassis de Dijon" .
is equally the lawfulness of the first marketing in one of the Member Countrles which :
determines the free ﬂow of goods throughout the. Commumty R

i) Keck

In a later decision®” the ECJ has limited the "Cassis de Dijon" doctrine by refusing to apply
Art. 28 EC Treaty to national rules conceming sales methods-("selling arrangements") if
they apply to all competitors on the market, A restriction of the free flow of goods is only .
given (and its admissibility must be justified by public interest), if the restrictions concern
the presentation of the goods as such, i.e. their weight, get-up, packaging or labeling, but it is.
not of concern under European law whether products are offered at rebates or with a specific : -
form of advertisement. This decision has reduced to some extent the increasing number of -
applications for preliminary ruling on the basis of national unfair competition laws,

j) The Silhouetie Case

An extensive discussion on the scope of trademark rights and the question of exhaustion has
started after the decision by the ECJ in the Silhouette case®’. This was referred to the ECJ by

the Austrian Supreme Court for a prehmmary ruling under Art. 177 on the interpretation of

_Art. 7 of the Harmonization Directive®. Art. 7 provides for an exhaustion of rights for
goods which have been marketed by the proprietor or with his consent in the European
Commumty or 1n the European Econonuc Area

Silhouette manufactures h1gh price spectacles whlch are marketed world-wide and are
normally sold by the producer to opticians. Hartlauer, the defendant in this case, is a low-

price chain of distributors, which is not being supplied by Silhouette because of its low price

policy. Silhouette sold ca. 20.000 out-of-fashion spectacle frames to Bulgaria for export in
that country. The agreement with the Bulgarian company contained an export prohibition to
the European Union. Hartlauer then purchased those spectacles and re-imported them into
“Austria. Silhouette attacked and asked for a preliminary injunction before the Austrian
courts arguing that these spectacles had not been commercialized within the EU w1th the
consent of the trademark owner..

Silhouette lost in two instances and filed an appeal on the law to the Ausirian Supreme'

Court. The Supréme Court acknowledged that no consent of the tradema:k ‘proprietor was in
fact given. It examined the scope of Art 7 of the Harmonization Dlrectzve and 1ndlcated that

** Cf. also ECJ 21 1IC 692 (1990) - Import of Pharmaceuticals, for the private :mpurtatmn of drugs by
an individual.

" ECJ of 24 November 1993 25 1C 414 (1994)-Keck,
2'See for more extensive comments on the case Pagenberg, 30 1IC 19 (1999)

2 Art. 7: (1) The trademark shall not entitle the proprietor to prohibit its use in relation to goods which have
been put on the market in the community under that frademark by the proprietor or with his consent.

(2) Par. 1 shall not apply where there exist legitimate reasons for the proprietor to oppose further

. commercialization of the goods, especially where the condition of the goods is changed or impaired after they
have been put on the market. . :
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in view of the former principie of in;[ernational_exhausﬁon in Austrian law it stayed the
proceedings and referred the case to the ECJ with the following question

Is Article 7 (1) of th eCommunity Harmonization Directive of 21 December 1988 to be interpreted as meaning
that the trademark entitles its proprietor to prohibit a third party from using the mark for goods which have
been put on the market under that mark in a state which is not a comr.i;cting state?

The ECJ agreed ‘with the majority in the literature and the EU governments as well as -the
Advocate General and argued that it is the purpose of the Directive to safeguard the
functioning of the internal market, and that different exhaustion rules would give rise to
barriers to the free movement of goods. It therefore affirmed the principle of a European-
wide exhaustion for trademarks in the EU%, . _

The Court left a mumber of questions open: .

- What does consent mean? Would one require an express consent or is also an imp'lied'
consent sufficient? What if the implied consent is limited to a certain territory outside the
EU, but the impotter has no contractual relations with the trademark proprietor?

- What does putting on the market mean? If the products are still in the hands of distributors,

are they already on the market? What if the distributor is contractually linked. with the
trademark proprietor who has made a reservation as to a certain form or territory of sale?

- Is there a difference between parallel imports (source outside of the EU) and re-

" importation (source within the EU with subsequent exportation and re-importation)>? -

- What is the relationship with Art. 817 Does Art. 7 of the Directive allow a prohibition of

re-importation? Can the Javico/Yves Saint Laurent decision®® of the ECJ be interpreted as

- allowing a re-importation prohibition, if it concerns a territory outside the Community, or

would Art. 81 (1) EC Treaty be applicable also in such a case? Should one keep silent about
re-importation in a sales agreement? Is a clause “To be sold in country X* to be preferred to
an express prohlbmon‘? And finally, is the effect of a such a clause or the intent of the
parties decisive?*’ : :

* It remains to be seen whether the other exhaustmn cases whlch are stlll pending before the
EC) mlght answer some of them

2 The second question submitted to the ECY by the Austrian Supreme Court reads as follows:

2. May the proprietor of the rademark on the basis of Art, 7 (1) of the Trademark Directive alone seek
an grder that the third party cease using the trademark goods which have been put on the market under
that mark in a state which is not a coniract state?

¥ Cf. Also Federal German Supreme Court 30 [1C 210 (1999)-Mexitil for a repackaglng case, and French
Supreme Court 30 IIC 325 (1999)-Ocean Pagcific -

% Cf, for this distinction Quality King Distributors v, L’Anza Research Int’l, (118 S.Ct, 1125 (1998)

2 ECT 29 [IC 798 (1998)-Javico

 Cf. for a discussion of these questions also Joller GRUR Int. ]998 751,760

2 See also for a discussion of the Silhouette case Pagenberg, 30TIC (1999); Albert/Heath, GRUR 1998, 275,
279
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2. Patents
a) Sterlmg Drug/N egram II

One of the landmark cases in patent law was the decision Sterlmg Drug which conﬁrmed
the application of the exhaustion rule established in former trademark and patent decisions.
_ In this case the patent owner Sterling Drug had patents in several member countries, and the
pharmaceutical product which was manufactured under these patents was marketed by the
patent owner and its subsidiaries in those countries. Centrafarm had taken advantage of the
price difference and had imported the products from one member country-into another. The
decision re-affirms the basic rules of ‘exhaustion which are today common ground for all -~

considerations of marketing and Ircensmg within the EU, therefore 1t is mterestmg to cite - -

some excerpts from this decision™:

It is clear from Art. 30, in particular its second sentence, as well as from the
context, that whilst the Treaty does not affect the existence of rights recognized by the
legislation of a Member State in matters of industrial and commercial property, yet the
exercise of these rights may nevertheless dependzng on the czrcumstances be cy?ected by -
the prohzbz! ions of the Treaty. . :

In as much as it provrdes an exception to one of the fundamental principles of the
Common Market, Art. 30 in fact only admits derogations from the free movement of goods
where such derogations are justified for the purpose of saj%guardmg rzghts which constitute -
the specific subject matter of this property. ' :

A derogation from the principle of the free movement of goods is not justified where
tke produet has been put on the market in a legal manner, by the patentee himself or with
his consent, in the Member State from which it has been imported, in particular in the case
of a proprzez‘or ofa pamllel patent

The resuit of the grant of a (.rales) license in a Member State is that the patentee -
can no longer prevent the sale of the protected producr tkroughaut rhe Common 1\f.frai"ket"‘3 Lo

The exhaustion theory as apphed by the ECJ is founded in that the patent right is a reward to
the patent owner . for his inventive efforts and further gives him the right to take action
agamst mfrmgers The ECJ's position is that the amount of the reward is not essential,
since it is up to the patent-owner to decide where and how he exploits his patent. It is
criticized that thereby the ECJ reduces the monopoly of the patent owner to the simple
opportunity of profitable use™. A different situation is only given in the case of parallel
imports frorn thrrd coundries whlch can be prosecuted by the patent owner based on his
patent rrghts

b) Tylosin

®ECI 6 IC 102 (1975).
¥ 6 ICp.106

' Cf, the same arguments in case of a protected design ECJ 14 LIC 515 (1983) - Keurkoop@\fanq: Kean Gyis
only if the right owner has no influence on marketmg in another Member State, no exhaustion is given

* Recital 9 of the deelsron; see for an overview of the case law M.Bumsrde, 1993 les Nouvelles 107.
* Cf. Korah, p. 87

* For the entire problem see Loewenheim, Repori FIDE, Dublin 1980.
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_ In the Blosin case” the patentee held a patent in the UK and in Germany. He had consented -
10 the marketing of his products, pharmaceuticals, in the UK which at that fime was not yeta
member of the Common Market. From the UK part of the products were exported - without
consent of the patentee - to Italy where then no patent protection was available, and part to
Holland where patent protection would have been available but the patentee had not applied -

 for. When products from those two countries were impotted into Germany the patentee

requested an injunction for patent infringement.

The German Supreme Court (BGH) found that the patentee was entitled to an injunction
against the importation of the products, because the itial commercialization for which a
consent had been given, had occurred outside the EU and therefore 00uld not result in an.
exhaustlon .

One could also assume from this decision that a consent cannot be presumed, if a patentee
does not seek patent protection in a country although such protection would have been.
available®, since the approval by the patentee has to be an express approval, namely to
market in the territorial Limits of the license contract’’ : .

c) Merck :

On the basis of the exhaustion rule ase glamed before, another decision could notcome asa
 surprise, namely in the case of Merck™. At the time when pharmaceuticals still were not
patentable- in Italy the patent owner Merck, with patents in all other countries of the
Community, had manufactured the patented product also in Italy and sold it there at a
c’onsiderably lower price than in the countries with patent protection. The products were
purchased in Italy by a compehtor and unported into the Netherlands where patent
protectlon existed. R .

The Court ruled that a proprietor of a patent who sells the preparation thselfm amarket of

. another member state, even if no patent protection exists there, is prevented from enforcing

his patent rights, if the same products are later marketed by parallel import in another
member country where patent protection exisis. It follows from this decision that the
decisive criterion is not the existence of patent protection in the country of first sale, but only

" and exclusively the consent of the patent owner or his licensee to the markehng of the

product in questmn

d) Pharmon

A case where no exhanstion was assumed is the Pharmon decision® in which the ECJ stated
that the grant of a compulsory license and the subsequent marketing of the products by the
compu!sory licensee cannot be seen as a direct or indirect approva.l of the patentee so that

* BGH 8 IIC 64 (1977) - Tylosin

% That this could also lead to a prohibition of importation within the EU form Ttaly where no patent-
protection was available to Germany as headnote 3 suggests, was later overruled by the Merck decision
of the ECI.

5 Ullrich, Inteflectual Property, p. 530; the review; Demaret, Patents, Territorial Restrictions and EC
Law, 2 TIC Studies 97 (VCH Weinheim/New York 1978; also Hanseatisches Oberlandesgencht 20
1IC 213 (1989) - Bandaging Material.

*®ECJ 13 1IC 70 (1982)

17 1UC 357 (1986) - Pharmon
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the patentee can defend himself against .imports from the country of compulsory license into ’

other European Union countries.. It is irrelevant in such a situation that the patentee received

" royalties based on the compulsory license. Although only the direct nnport by licensee into -
another European Union country is concerned in this case, the reasoning of the ECJ®.

indicates that it generally does not recognize an exhaustion of the patent through marketmg
by the compulsory. heensee The same treatment has been advocated for a prior use nght

¢} Allen & Hanbury 8

A different result was obtained in-a case of a license of right. Here thee ECJ ruled in favor
of free trade. According to the decision, the patentee was restrained from acting against

imports from other Member States by manufacturers making use of the license of right, only
- because the license was granted for onme producer within his own country. The ECJ

considered it irrelevant that the product was manufactured in a country without a patent,

since the importer, following the declaration of willingness to grant a license by patentee, -

had attempted to obtam a hcense
f) Maize Seed

The last patent decision to be presented does not concern a case of exhaustion but of license
contract admissibility and enforceability, in particular as to territorial exclusivity clauses.

According to the decision of the ECJ in the Maize Seed”™ case which influenced to a large
extent the contents of the various Group Exemption Regulations, one has to distinguish in
the future between so-calied "open exclusive licenses" and exclusive "licenses with absolute
territorial protection”. In an open exclusive license the exclusivity of the license relates only
to the contractual relationship between the patent owner and the licensee. The licensor only
promises the obligation not to grant any further licenses for the same territory or, not to
compete with the licensee in the territory. In contrast the license with absolute territorial
protection :is an agreement by which the parties to. the contract intend to exclude all
- competition of third parties for the respective goods in the lHcensed terrltory, e.g. that of
parallel 1mporters or licensees in other territorics.: : -

Although the "Malze Seed“ decision did not concemn 2 patent license agreement but
protection rights for seed species; it is the general understanding that the legal principles for
patent licensing are to be applied in the same marmer®. Attention is drawn to the fact that in
accordance with the ECJ the applicability of the EC Treaty is not dependent upon proof that
a given contract has actually affected the trade within the European Umon but merely that

the agreement is capable of appreciably affecting the infracommunity trade*

The first situation (open exclusive license) according to-the ECJ is compatible with Art, 81
(1) EC Tieaty, if by this agreement the distribution of new technology is enhanced. However,
the granting of absolute territorial protection including a prohibition of parallel imports
results in an artificial maintenance of separate national markets which is incompatible with

“ recital 20, 25 and 26
** See Blok, 13 1IC 729, 743 (1982); Osterborg, 12 1IC 442 (1981).

2 See ECI 19 IIC 528 (1988) - License QfR:ghr, : see also Brown, XXVI Les Nouvelles 1991, 145.
17 11C 362 (1986) _ _

“ Cf. Cawthra, p. 44

* sec ECJ, 9 KC 473 (1978) - Miller International.

TN
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. the EC Treaty®. Thus any means to prevent paralle! imports are inadmissible. Initially the
o : question whether licensees could be subjected to an export prohlbltlon for the markets of the
oo other licensees was not unequwocally clear because the reasons of the ECJ dec151on contam i
. contradictory statements ' S e

The rules of the "Maize Seed" decision can be summarized as follows:

(a) The licensor may agree to the obligation not to exploit the licensed invention in the
licensed territory or part thereof*;

(b) The licensce can agree to the obligation not to. use or prbduce the patented article

or process outside of the licensed territory® *.

-(¢) The licensee may also promise not to pursue sales activities in the ferritory of other
licensees, and particularly not to engage in advertising specifically aimed at those
territories or not to have a sales office, etc.5’;

(d) The licensee may agree to an obligation limited to five years not to make any direet
sales into the territory of other licensees™;

(¢) According to the European Court such obligations of the licensee are prohibited,

under which also the customers of the licensee are subject to an export prohibition

» with respect to other countries of the European Union, because this amounts to a
. violation of Art. 81 (I) EC Treaty™.

For the European Commlssmn the contractual prevention of parallel imports (absolute ter-

i ritorial protection) constitutes a "serious infringement” of the Rome Treaty, which is
;-;.generally subject to a fine™, If the export prohibition however relates to countries outside of
~the European Union, Art. 81 (1) does not apply, although few decisions exist for this
Jsituation™.

" The consequence of the "Maize Seed" decision for the territory of the European Union is
that in spite of the granting of territorially exclusive licenses, parallel imports cannot be
- prevented - at least not without time limits - on the basis of the exclusive character of the

“ See recital 53 et seq. of the decision.

# Cases decided by the European Commission against. exclusive licenses and export prohibition
clauses are particularly Davidson Rubber 3 1IC 528 (1972) and Raymond Nagoya 1972 O.J. L 143,39,

* Cf. Art. 1)) 2 GER (exclusive use clause).

*Cf, Art. 1(1) 3,4 GER.

* This can also apply to the so-called pure know-how licenses, see European Commission, 1986 OJ
L, L. 50-Boussois/Interpane. This however does not hold when as in the Windsurfing case, the licensee
was forbidden to manufacture in a patent-free country.

" Cf Art.1() 5 GER.
*® Cf. Art. 1(1) 6 GER (Patents).
* See recital 11 and 15, and Att. 3 (3) of the GER (Technology)

RSV _ * See European Commission in the case Sandoz SpA, where the term "export prohibited” printed on the invoices o .
the customer was penahzed w1ﬂ1 a fine of 800, 000 ECU: press release of the European Comrmssmn 1987 IP 284

® Cf. European Commission, 6 1IC 480 (1975) - Kabelmetal-Luchaire.




‘license.. Thus if the first sale occurs w:th the consent of the patent owner or his licensee, an

exhaustion of the patent throughout 1 the European Union takes plaoe An exhaustzon of the
patent, however, does not take place, if the initial placing into commerce occurs outside of
the European Union™. An exhaustion also does not occur if articles covered by the patent
are placed into commerce by an infringer or by a licensee exceeding his right of

exploitation®

% For such a case under national law see German Supreme Court (BGH) 8 1IC 64 (1977) - Tjdbsin '

Regarclmg exhaust:on in general see Uilr;ch Intellectual Properg:, p. 525 et seq. who notes that it is not the

amount which patentee receives when first entefing the market which is important, but only the fact that he has
gwen his approval for this. In his opinion, it should be additionally. examined whether the refusal to give approval
i.e. a restriction agreed to in the license contract, was legally binding under Arts. 28,30 and 85.

ST

7 rfﬂ—\;
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3. The Exhaustion Doctrine

- From the above case law one can derive a definition of exhaustion which is applicable for all
- industrial property rights:

Exhaustion occurs if a product has been put into circulation in another member state m"‘
 intra community trade by the owner himself or by a thivd pariy with his consent™.

* Tt has no influence whether the owner has received by the marketing of the product his "due
reward to his creative activity", as had been put forward in the past by some authors and also
the ECJ in some decisions. If one speaks of consent or the putting of products onto the
market™, the exhaustlon occurs only with the sale of the individual product by the licensee
or the patentee™. The grant of a license as such does not influence the status of products
only manufactured. Even if products are manufactured by the licensee, but the latter has not
complied with the contractually agreed approval procedure, an exhaustion cannot occur and
the products can be attacked by the licensor by way of an infringement procedure.

- The ECT has confirmed the relevance of consent as the only decisive criterion also in a case
of a compulsory license for a patent by argumg that the marketing under such a license
occurs without the consent of the patent holder®’. As some authors have explained, the
patent holder cannot be deprived of his right to decide freely upon the conditions under
which he wants to market his product, therefore the criterion cannot be whether the
"marketing in the first country was legal as such®™, It cannot be decisive either under which -
conditions, fair or unfair, a compulsory license has been granted since at any rate the
patentee had not granted his consent.

-.Summarizing the case law of the ECJ it can be stated that

- parallel imports within the EU can no Ionger be prevented based on mational
.industrial preperty rights if the first sale occurred within one of the Member
Countries of the EU with the approval of the right owner;

- the competition rules of the EC Treaty regulate only the exercise of mdustrlal
property rights, not their existence®;

- a product which has been lawfully marketed under the laws of one Member Country
can freely circulate within the entire Community if no mandatory rules. for safety,
public health or the protection of consumers are at stake™,

* Beier 21 IIC 131, 151 (1990). The exhaustion principle was not included into the TRIPS Agreement,
cf. Art 6 TRIPS,

Y Cx, Jeremny Brown, Exhaustion of Rights in the Community, 1991 les Nouvelles 143, 146

® Cf. BGH 29 IIC 207 (1998)-Brochure Rack, where it was examined whether the llcense covered
embodiments with certain features which were not all delivered by the patentee

@ EBCT 17 11C 357 (1986) - Pharmon v, Hoechst
% Demaret, 18 TIC 161 (1987)
 ECJ 20 IIC 64 (1989) Volvo - recital 7, similarly ECJ 20 IIC 186 (1989) - Renault

* ECJ 19 11C 232 (1988) - Purily Requirement for Beer; 21 1IC 695 (1 990) Import of. Meat Products; 21 1€ 344
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(1990) - Deep-frozen Yoghurt
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IIL Art. 81 EC Trealy and the exemptlon rules for license agreements
- Exemptmn by categories of agreements -

While Arts. 28 and 30 concern the free flow of goods within the Community and. prohibit
restraints of trade between Member States, except where such restraints are justified on the
basis of industrial property rights, Art. 81 (1) EC Treaty concerns contractnal agreements.
and concerted practices between companies which may influence trade between Member

. States. This provision therefore concerns the relationship between licensor and licensee, not

between competitors. Art. 81 (2) declares certain restrictions of trade as null and void,

“whereas Art. 81 (3) allows an exemption for agreements if those are pnmarlly beneficial for
the consumer. '

- " With respect to the first condition of Art. 81 EC Treaty, namely that the
contract concluded must be sufficiently important in order to influence competition in
the Common Market, the Annocuncement with respect to Agreements of Minor
Importance has to be taken into account™, The Announcement defines minor impor-
tance as a market share of less than 5% for the total market of the products in
guestion with a turnover of the contractual partners below 300 million ECU, These
numbers are examined at the very moment when the competitive situation is
examined by the Commission, not on the date of the conclusion of the contract. If a
product becomes successful, the parties therefore have to watch whether the competl-
tion rules become applicable at a later date.

- .. - .The second condition, namely that the tradé¢ between Member Countries.
must be affected was in the past nearly always given according to the Commission
where sales had an international aspect. Here the Commission will not examine the
effect of the individual clause upon competition, but the contract in its entirety.

Under the more recent practice of the ECJ the above two-step test has been mitigated by the -
'ECJ which thereby has somewhat raised the threshold for the applicability of Art. 81 (1) EC -
Treaty. There are now two conditions Whlch must both be present before a'specific confract
needs an exemption. : ‘ -

The first test is whether the cumulative effect of similar agreéments of the licensor would -
make it more difficult for competitors 1o enter the market; a further barrier is that the
individual agreement under examination must by itself contribute significantly to the
distortion of competition. If these two points can be denied, the agreement does not fall -
under Art. 81. And if it does not fall under Art.81 then there is no restraint of competition
and no need for an exemption. The latter point would take into account the market power of .
the contractmg partles and the duration of the agreement '

It nevertheless remams a double hurdle
- the per se effect of an individual c]ause whlch is regarded as anti-competitive by the -

practice of the EU Commission as will later be explained, like tie-ins, customer exclusivity
ete. ‘ S

- as well as the overall evaluation of the entire contrect

which does not always make it easy to enforce protective rights in Europe although such -

enforcement would be totally lawful under the rule of reason of American law. For the

% Netification of the Commission of 12 September 1986, amended 1994 O.J. C 368/20

% See with more details Bay, EC Competition Law and Software IPRs, 9 Computer Law and Practice 176, 1993.
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individual contract this means that one cannot rely on a benevolent evaluation in case of - - _
conflict, but has to submit the contract for individual exemption whenever an anti-competi- /7
tive clause is contained in the contract, or at least for negatlve cleatance if no automatic (
exemptlon through one of the exempnon regulations is given®’. . :

If no exemptlon regulation applies and without a voluntary notification of the contract to the
. EU Commission the ‘parties of such an agreement must even fear heavy. ﬁnes for. the . -
vnolatton of the competltton rules ' : : :

1, Distribution Agreements

(Omitted)

2. License Agreements

Two exempuon regulauons play a role for hcenmng agreements namely the G:roup., :
Exemptton Regu]atlon (GER) : . : :

- -for Technology Agreements No. 240/96
- for Research and Development Agreements No. 418/85 (now replaced by new Regulation)

As regards the applicability of those Group Exemption Regulations, it must be noted that
only if the licensee also manufactures and not only distributes, the exemption regulations for - . : {
license agreements become applicable™. If the licensee does not manufacture and also none -
* of the distribution exemption regulations is applicable, the contract needs a negative clear-
““ance or individual exemption depending on the circumstances. The parties should know and -+
- use the possibilities of the exemption: regulations as well as the requlrements for the .
notification of agreements which therefore will be discussed hereafter. : .

In the field of patent law Art. 72 EPC69 requires a written document for the assignment of
patents or patent applications, but no such provision exists for a license contract. This does
not mean, of course, that an oral license contract, whether for a patent, a trademark, or. -
know-how, which after all would cover a bundle of national rights, would be necessarily .
valid under the laws of all of the Member States. A number of national laws require a form
in writing if the contract contains clauses which have a competition restricting effect.
The most important validity issues concern however antitrust questions. Many clauses are to
be qualified as restrictions of competition which may fall under Art. 81 EC Treaty. Some of
* these restrictions do not exceed the contents of the patent or do not affect trade between
Member States and therefore are admissible. Others, although with anti-competitive effect,
‘may be exempted under Art. 81 (3), if they contribute to promoting technical or economic
progress. In the already mentioned GERs the Commlssmn has included those clauses which
it regards as admissible and non admissible.

For details of the procedure and the distinction between the two pmcedures see Pagenberg/Gelssler, License. _ B
Agreements, page 38, note 21 et seq. (

@ Recital 8 of the GER (Technology)

® On Art.72 and Rule 20(1) EPC see Notices of the EPO, OJ 1987, 215.
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Usually the admissibility under antitrust viewpoints does not follow: from the formulation of
an individual clause, but rather from the connection between a plurality of provisions and

 their legal and economic consequences’". It is therefore recommended, if an agreement does
.. not or not entirely fall under one of the exemption regulations to use the possibility of the -

clearance or opposition procedure with the European Commission in accordance with
Regulation No. 17/62 and 240/96 respectively, particularly in case of important and
long-term license contracts. A notification with' the European Commission may also be
advisable, if, in ‘spite of the fact that the license contract relates only to a single Member
State and the parties also belong to only one member state, by exports or imports of one of
the parties an impact on competition is to be expected, which is not insignificant”. Such a

notification procedure is however not obligatory under Regulation No. 17,

It is impossible within the framework of this chapter to deal with all the clauses in the GERs,
therefore only 'some of the mast important ones found in license agreements shall be
discussed. Although so far only exemption regulations for technical protection rights have
issued, it can be assumed from a number of decisions that a similar treatment will be applied
to trademark and copyright licenses which so far however need exemption or negative
clearance from the Commission, if they contain competition restnctmg clause or if they are -
not only ancﬂlaxy foa patent or know-how agreement : -

" ™ See ECJ decision 1986 GRUR Int., 635 - Windsurfing International

™ See European Commission, 7 1IC 286 (1976) - AOIP/Beyrard
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a) Group Exemption Regulatlon for Technolegy Transfer Agreements GER (Technol- L
ogy) -Regulatlon No 240/96" . .

(1) General - ScOpe of application -

‘The Group Exemption Regulations for license agreements, in particular the GER (Technolo-
gy), are of major importance for the evaluation of the legal validity of license clauses and
therefore for the formulation of license contracts. The GER. (Technology). constitutes a.-
merger of the former GER (Patents) and GER (Know-how) which expired on March 31,
19967 in order to simplify and encourage the dissemination of technical knowledge in the -
Community.

The GER (Technology) applies to the licensing of national patents, Community patents and
European Patents ("pure” patent licensing agreements) as well as to the licensing of non-
patented technical information ("know-how") and to combined: patent and know-how
licensing agreements ("mixed" agreements)™”. In Art. 10 (1) GER (Technology) the term ..

" know-how is defined as a body of technical information that is secret, substantial and
identified in any appropriate form”. In case of an invention for which a patent application
has not been made, it is to be noted that Art. 8 (2) requires that the application be made at
the Patent Office at the latest within one year after signing the contract. Not only patents,
patent applications, utility models and wutility model applications fall under the GER
{Technology), but also topographies of semiconductor products and certificates for medical
products76

" Like the former GER (Patents), the Regulation does not apply to agreements between mem-
bers of a patent pool or between competitors, who participate in a joint venture’', however it
shall apply to agreements by which a parent undertaking grants a joint venture company a
patent or know-how license, prov1ded that the licensed products and all mterchangeable or

- substitutable goods and services”® of participating undertakings represent in- case of a license -
limited to production not more than 20%, and in case of a license covering production and
distribution not more than 10% of the market.

Another market share rule is contained in the Notice of the Comimission on Agreements of
Minor Importance of 1994 according to which Art, 81 EC Treaty does not apply to
agreements if the total turnover of the parties in one calendar year does not exceed 300 mio.
Euro and their combined market share of all the products which may be affected by the
- agreement does not exceed 5% of the market. For cross licenses the Regulation applies

" This Regulation takes the place of Regulations No.2349/84 (Group Exemption Regulation for Patent Licensing
Agreements) and No.556/89 (Group Exemption Regulation for Know-how L:censmg Agreements. The Regulation
entered into force on April 1, 1996 and will expire March 31, 2006,

7 See the review of the different GERs by Burnside, 1988 les Nouvelles 168.
7 See recital 4 GER (Technology).

™ See the definition of the term "secret” in Art. 10 No. 2, "substantial” in Art. 10 No. 3 and "identified" in Art. 10
Na., 4

™ Gee Art. 8 No. | d and g GER (Technology Transfer Agreements).
A 5(1)1and 2.

TARLS (D1
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when thc contract parties are not subj ect to any territorial restrictions within the European.
Union”.

The GER (Technology) also extends to agreements containing the licensing of intellectual

property other than patents, e.g. trademarks, when such additional licensing contributes to

the achievement of the objects of the. licensed technology and contains only ancxllary o
* provisions®, ‘

_In international ficense agreements involving parties and territories from the European
Union, the effect on the European Union is to be exammed Enforcement of patents "against
external parties” is inherent in the protection right®, For agreements involving Member
States of the EU and also third states, the European Commission considers the non-
exempted clauses under Art. 3 GER (Technology) acceptable as long as they only apply to
countries outside the EEA¥, An export prohibition is only of concern when countries are
included in which no parallel patents or secret know-how exists, :

An import- prohibition from couniries outside of the European Union does not affect
competition within the Community as long as free trade between the Member States is
~ maintained™. In this context it must be remembered that even a contract concerning one
single Member State may fall under Art. 81 (1) EC Treaty, and this even if the parties only
belong to one member state. In the decision Hydrotherm® regarding Regulation No.
67/1967, the ECT ruled that a GER also applies when a contract includes not only the
territory of the European Union. but also countries outside the Community. If the EC
Commission is of the opinion that the effects on the trade between Member States can be
proven, e.g. if by the license contract the theoretical possibilify of ‘importing from other
Member States is limited ot prevented, Art. 81 (1) is apphcable o

As already mentioned, the GER does not hold for pure ma:rketmg agreements the precondi-
tion being that the licensee manufactures the licensed products himself, or has them manu-
factured, and for agreements solely for the purpose of sale®. Also if more than two parties
are involved in the license contract, or the GER (Technology) is not applicable for some
other reason, a notification under Art. 4 of Regulation No. 17/1962 is necessary.

. (2) Clearance of license agreements'- Notiﬁcatioh Procedure
For practical reasons it is generally recommended to stay within the Group Exemption

Regulations and to include only the so-called "white clauses” from the list proposed by the
- European Commission when formulating license confracts, and in any case not to hope for

™ Art.5 (1)3 and d2)2

" Recital (6) A similar result already in Moosehead/Whitbread, 1990 OJ L. 100732, where an mdmdua]
exemption was necessary. . .

* See European Commission 1972 OJ EC L 143/39 - Raymond/Nagoya.

¥ See recital 4 GER (Technology); also Alexander, 17 1IC 1, 15 (1986).

® Cf. recital 4 GER (Technology); see also Alexander, 17 1IC 1, 15 (1986).

% 16 1IC 598 (1985); see also ECJ, 27 September 1988 in 1988 NJW 3086, Wood Pulp. .-

% See recital § GER (Technology). As to the respective national authorities on the one hand and the European
Commission on the other hand, reference is made to Art. 9 (3) of Regulation No, 17, Thus the national authorities
have the power based on Art. 88 EC Treaty to enforce Art. 31 (1) of the Treaty as long as the European
Commission has not initiated a procedure. The European Commission will inform the national authority when a

contract has been submitted, in order to clarify whether possible national requlrements for application have been
fulfilled, _ .
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- an individual exemption of a clause which is expressly prohibited. An exemption procedure

" is usually tedious®® and even interim statements of the Commission that a certain clause "is
possibly exemptable" provide little help, since with such a formulation it is implicitly stated
that a violation of Art. 81 (1) is present, so that the clause, at least without exemption, is not

" enforceable in a national court. According to a decision of the ECJ¥ the national courts
however are empowered to' decide whether a clause falls under the automatic exemption of a
GER or is exemptable under Art. 4 of Regulation no. 17/1962, but cannot declare an
exemptlon 1tseif8

!” __\:

If the requirements for the application of the Regulation as such are given and no black
clauses are contained in the contract, the parties can assume that it is' exempted without the
necessity of notification to the Commission. If the contract contains other clauses, which’
must not fall, however, under the black clauses of Art. 3, it may obtain an exemption in’
accordance with Art. 4 of the GER (Technology), if it is notified with the Commission under
Reg. (EU) 3385/94. The Commission has maintained for these situations the accelerated
opposition procedure® in accordance with which all notified agreements are presumed to be
exempted after four months, if the Commission does not oppose the exemptmn The
agreement must be notified to the Comrmssmn in accordance w1th the prov151ons of Regula- :
tion No. 17/62”" \

'Both sides of a license contract should be aware of the fact that any violation of the
competition rules, especially violations which have already been dealt with in former
decisions of the European Commission, are subject to considerable fines™ up to 1 Mio Euro -
or beyond, namely up to 10 % of the yearly turn-over of the respechve compames")3 An
uneqmvocal clearance under the competition rules is therefore in the interest of both:
parties™ because in the case of disagreement each party has the possibility to prevent the -

enforcement of the contract by bringing it to the attention of the European Commission.
- Ifalicense contract contains clauses which fall under Art.3 ("black clauses"), this means
€3] that the license contract is not exempt,

(2) that there is no accelerated opposition procedure SR - .
(3) that the Commission can impose fines for antitrust

% A procedure can take 4 - 35 years,

¥ 16 [1C 598 (1985) - Hydrotherm (Ghibl).

" As to the respective national authorities on the one hand and the European Commission on the other hand,
reference is made fo Art. 9 (3) of Regulation No. 17 and the Announcement of the Commission of 13 February

1993, 1993 O.J. No.C, 6. Thus the national authorities have the power based on Art. 88 EC Treaty to enforce Art.

81 (1) of the Treaty as long as the European Commission has not initiated a procedure. The European. Commission
will inform the national authority when a contract has been submitted, in order to clarify whether possible national
requirements for application have been fulfilled.

* See for details on notification, exemption and opposition procedure Pagenberg/Gelssler License Agreemenw p.
37 el seq. notes 20 et seq.

% Art. 4 (1) GER (Technology); under the GER (Patents) the opposition period was _six months.

' As amended by Regulation no. 1699/75, O.J. no.35 of 10 May 1962 p. 1118/62 and O.J. no.L 172 of 3
Ju!y 1975 p. 11 respectively.

* A fine can no longer be imposed, if the agreement is notified. : . ’ o _ ( .
* See Art. 15 (2) of the Regulation No. 17. - B : S

™ Cf. for details on the notification procedure infia chapter 2.
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violation, if the agreement is not notified”.

If an agreement does not fall into one of the categories for which exemption regulations
have been enacted, a notification under Art. 4 of Regulation No. 17/62 must equally be
made if it is assumed or even obvious that Art. 81 (1) EC Treaty is as such applicable but -
reasons for an exemption under Art. 81 (3) are given. These reasons are specified in Art. 81
(3): the agreement should bring about an improvement in the production or distribution of
goods or the promotion of technical advance.

~ Also the fact that customers adequately participate in the improvement and the clause which’

is limiting competition is necessary for this purpose, and finally that the contract does not
exclude competition for a significant portion of the goods or services in question, are
reasons which speak in favor of an exemption under Art. 81 (3). In view of the effect of
notification that. the Commission is prevented from imposing fines, the application”
procedure is always recommendable if the agreement does not clearly fall into one of the
exempted categories and only contains exempted clauses®.

The notification procedure according to Art. 81 (3) can either be a so-called negative
clearance or an exemption. With the negative clearance the applicant knows for certain that
the contract filed does not violate the prohibition clause of Art. 81 (1) EC Treaty. It should
be noted, however, that the Commission in accordance with Art..2 Regulation 17/62 is not
obligated fo issue a negative clearance. The Commission will, e.g. not issue such a negative
clearance if there is no need for the application, because the contract clearly does not fall
under Art. 81 (1), or if the contract is exempt due to a group exemption in accordance with
Art. 81 (3)”". The request for regative clearance _Tequires an explanatxon by the applicant
why he considers that Art. 81 (1) EC Treaty is not apphcable The reasons should state that
0o sensible preventmn or restriction of competition is intended or that the trade between
member states is not sensibly obstructed.. :

The notlﬁcatlon must be made on a prescribed form which has been pubhshed by the

" Commission®® and requires a detailed explanation on the contents of the agreement and its

intended purpose as well as the answering of a multitude of questions to the competition
effects. of the contract clauses. The distinction between admissible and non-admissible
clauses is based on the interpretation of the ECJ of Art. 28, 30 EC Treaty and its distinction
between the guaranty of the exisfence of an industrial property rlght and its exercise.

The question asked with respect to individual clauses in an agreement is whether it is
necessary for guaranteeing the existence or this specific object of the licensed right. If the
answer is no, the Commission applies a two-step test: (1) does the clause (or conduct) have
the effect of preventing, restricting or distorting competition within the Common Market,
and (2) if so, does the conduct nevertheless have overall a pro-competitive effect because it
contributes to promoting technical or economic progress, so that an exemption under Art. 81
(3) is possible. :

* Reference is made here e.g. to the decision of the ECJ with respect to the inclusion of a no-contest clause into a

license contract in the case Windsurfing International 17 11C 362 (1986).

* Cf. for a checklist as to the exemption regulations at the end of this chapter.

" Cf. the view of the Commission OJ L 240/6 of September 7, 1985 expressed aiong with the pubhcandti of the

application form sheet A/B with regard to recital 27 of the GER (Technology), where it appears that the
undertakings have the right to receive a negative clearance or an exemption
* Form A/B OJTECL 240/1 of 7 September 1985.
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If a clause violates Art. 81 (1) and it is not accessible to exemption, it follows from the
wording of Art. 81 (2), that the agreement on the whole is invalid. According to general

practice of the Commission and the ECJ-only invalidity of the restrictive clause is assumed -

and the questlon of the validity of the rest of the contract is left up to the judgement of

national courts”. Despite the wording of Art. 81 (2), contracts which fall under Art. 81 (1) -

- are not invalid from the start, moreover, the ECJ assumes that such cotitracts when filed at
the European Commission are to be seen as beéing preliminarily binding (andtherefore can
be enforceable) until a negative or positive decision of the European Commission is
1ssued

The European Court of Justice in the decision Windmrﬁng Intemationallm_has also ruled in
recital 95 et seq. that it is not to be examined whether a‘clause restricting competition is also -

siited to influence the eompetttton in the European Union, when the entire agreement does
this; the subject of examination is therefore aIways the 11cense eontract asa whole

(3) Case Iaw of the Commission

With respect to the more recent practice of the Commission one might gain the impression
that the latter i inclined to grant negative clearance by applying a rule of reason. This policy
is reflected in the Commission's Notice concerning the assessment of cooperative joint-

ventures under Art. 81'%, In the Notice catégories of joint-ventures are mentioned which the
Commission regards as falImg under Art 81 (1) but for whxch 1t would grant a negatlve
clea.rance automatlcally '

In the Magill'® case the Court of First Instance (CFI) held that when an mtellectual propelty
right is exercised for a'reason which is not considered to be bona fide or in circumstances

which do not correspond to a genmne protection of the: intellectual property right, Art 81

and 86 will override any provision of national intellectual property law. -

- A simnilar approach was taken by the Commission in the Fyffe vs. Chiquita'® case where the
Commission announced that it will investigate whether trademark rights are exercised in a
bona fide manner and whether such exercise goes beyond which is necessary to fulfill-the
essential function of the relevant trademark rights. The sarne: rules are of course apphcable
to the exercise of patent rrghts

(4) Contents of the Exemptlon Regulatlons

In ‘the following first the GER (Technology) is discussed which in practtce is the most
ﬁequently used. It differs from the GER (Research) only on specific points. In this

Regulation, like in the former GERs (Patents) and (Know-how) and in the GER (Research),

under Art. 1, those clauses are listed which restrict competition, however are exempted,
since they generally contribute to improving the production of goods and to promoting

* ECJ 1987 GRUR Int. 868 - VAG France/Mange.

* " European Commission 1 CM.LR., 1,27 1962 - Bosch; see also Beter with further references, 3
1C 1, 34 (1972). . . _

%17 IC 362 (1986).
"™ Notice of the EC Commission No. 93/C 43/72.
1% (1991) 4 CMLR 745.

™ 9 11C 603 (1978)- United Brands.
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technical progress (so-called white clauses). Art, 2 contains clauses which are -also
considered white and do not prevent an exemption.

In comparison to the former separate GERs the so-called black list of Art. 3 has been
shortened considerably (from 11 to 7 provisions), and the white list has been extended and.
improved in the GER (Technology). The original market share criteria in Art. 1 (6) of the
draft as a condition of the benefit of exemption are now found in Art. 7'%, which authorizes
the Commission to withdraw the benefit of the P«zgulatlon 1f the 1t can show an antl-

. competitive effect because of some market power '

In Art. 2 those clauses are glven which according to the view of the Comm1ssmn usually do
not fall under Art. 81 (1), i.e. do not restrict competition, but are included for reasons of
legal certainty. Art. 3 of the GER (Technology) contains those clauses which according to
the opinion of the Commission fall under Art. 81 (1) EC Treaty and should not be included
into license agreements if these are to benefit from the block exemption (so-called black

 clauses). Some of the rules under Art. 3 would falI under the concept "rmsuse of' patent"

acccrdmg 10 US legal norms'®,

In the following a number of clauses are presented which have slgmficance in llcensmg "

agreements and whlch wﬂl be: exammed asto thexr competltlon restnctwe effects

' See Berman/Hunt, A nightmare in the making, 1995 MlP, 12 et seq.; Korah, Tlie Preliminary Draft of a New

EC Group Exemption for Technology Licensing, 1994 EIPR, 263 et seq.; Whaite, The Draft Technology
Transfer Block Exemption, 1994 EIPR, 259 et seq.; Licberknecht, Eingabe zur zweiten Anhdrung des
Beratenden Ausschusses flir Kartell- und Monopolfragen zu der geplanten VO zur Anwendung von Art. §1
I des Vertrages auf’ Gruppen von TechnoIcg:e-Transferverembarungen, 1995 GRUR, 571 et seq.

1% Gee cht, 181IC1,32 (1987)
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(5) Individual confract provisions

) Exclusmty

In conformity with the "Maize Seed" dec151on discussed before the GER CTechnology)'

emphasizes as already the former GER (Patents) in Recital 10 that exclusive licenses are not

regarded by the European Commission as falling under Art. 81 (1) EC Treaty, if they are
~ concerned with the introduction and protection of a new technology in the licensed territory.

-Under the GER (Technology) this is not only the ¢ase by reason of the scale of the research
which has been undertaken, but also by reason of the increase in the level of competition, in
particular inter-brand competition. As a general recommendation, to be on the safe side, ex-
clusive licenses should generally be drafted by including the exemptable clauses of Art.1
GER'". An exclusive license however is not _exemptable, if the licensor donnnates the
market in the sense of Art. 82 EC Treaty'™, : :

The exemptlon rules for terr1tor1al restnctlons are found in Arts 1 (1) No. 1 to 6 of the GER
(Technology), where the automatic exemption for pure patent licensing agreements holds for
as long as the licensed product is protected by parallel patents (no. 1 to 5) and for a penod
not exceeding five years from the-date when the licensed product is first put.on the market
by one of the licensees (no. 6: direct sales)'™.” Where the agreement is a pure know-how

licensing agreement, the pericd for the exemption may not exceed ten years (no. I to 5) and’

five years (no. 6) from the date when the licensed product is first put on the market''’. In
case of a mixed patent and know-how licensing agreement, the exemption for nos. 1 to 5
holds for as Jong as the licensed product is protected in those Member States by such patents
if the duration of such protection exceeds the periods speclf' ied in Art. 1 (3) GER
(Technology)'!'. It is to be noted that a know-how license which is territorially restricted is
not automatically exempted when the license contract only covers a small technically
limited portion of the protected knowledge'™?. The Commission however considers such a
know-how agreement as exemptable even when an absolute territorial protection results, if
the introduction or éxpansion of a new and rapidly changing technology is made easier in a
market which is served by only a few producers. '

(i) Royalties
As a general rule it should be noted that antitrust law provisions do not allow that the parties

extend competition restrictive obligations, including the obligation to pay royalties on to
embodiments which are not covered by the scope of patent protection'™. In the Windsurfing

. case, the argumentation of licensor was rejected by the ECJ, that the total unit surfboard and -

rig represented a simpler calculation method. In practice, surfboards and the remaining parts
of the rig were very frequently sold separately, because the license-free boards were offered
less expensively by non-licensed producers.

"7 Cf. the exemption of an exclusive know-how license of fimited duration by the European Commission in the

decision O EC 1987 L 41 Mitchell Cotts/Sofilira as well as 20 IIC 703 (1989) - Delta Chemie, where
the necessity of individual exemption was expressly stated.
“® See European Commission, 20 T1C 684 (1989) - Tetra Pak 1.
'™ See Att. 1 (2) GER (Technology),
He See Art. 1(3) GBR(Technology)
' __: m See Arr_ 1 (4) GER ('I‘echnology) where the exemptlon perlod for pomts is regulated :
" European Commission, 1986 OJ L 50 - Boussoas/lnterpane .

' See already under German Iaw BGH 1979 GRUR 308 - Ausng?kanal ﬁtr Schaltga.s'e, and 13 IIC 645 (1982)
Rig.

TN
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Already in the decision Raymond Nagoya!!* the Furopean Commission found a minimum

- royalty clause to be admissible. Like under the former GER (Patents), under the GER

_ (Technology) a mmunum royalty clause and also agreement on a minimum number of use
acts is permissible!". The agreement on a minimum royalty or a minimum number of use
operations may also not lead to a restriction of the licensee in his business activities in the
sense of Art. 3 No. 2. In the view of the Commission, this would only be an extreme case, so

. that Art. 2 GER generally apphes' 16

(m) No-contest clause

F or along time a no-challenge clause has been regarded by the Commlssmn as a violation of
Art. 81 (1) EC Treaty'"”. The reasoning was that the obligation not to. challenge has an effect
on intra-community trade, which under the practice of the Commission was to be assumed if
purchases in another Member State of the European Union are potentially made impossible.

. Under European law, therefore, at best the obligation of the licensee was regarded as -
‘permissible to assist the licensor against an infringer of the patent/utility mode!''®, This
- practice was confirmed by the ECJ in the Windsurfing decision'", The ECJ determined that
‘ano- -contest clause does not belong to the sub}ect matier of a patent. -

In a later demslcm120 the ECJ, however dlﬂ'erentlaled in the sense that the application of Art.

81(1) EC Treaty has to be evaluated in accordance with the respective legal and economic

ot contents. For the case of a royalty-free license a limitation of competition does not exist just

i as in a case of a royalty bearing license which relates to a technically non-state-of-the-art

-l process, which the licensee has thus not utilized. In contrast to the GER (Patents) in which a

¥ no-challenge clause was prohibited™, the GER (Technology) has transformed it into a grey

: clause and provides an exemption for it in Art. 4 (2} b if the agreement is notified and the

Commission does not raise objections within a period of four months. As a rule, therefore, it
‘would be recommendable to review the nece551ty ofa prormse not to challenge

The GER (f echnology) and the rules concermng the exemptlon of a no-challenge clause are
not apphcable o dlSlIlbutIOIl eontracts =

(iv) Obligation to use

-In the case of a nonexclusive license, the licensee is not obligated to exercise his right to use
if this is not specified in the agreement. As an alternative, or additionally, the payment ofa

- 1 1972 CMR 9513; Burroughs/Geha 3 1IC 259 (1972); European Court ofJustxce, 171IC 362 (1986)
- Windsurfing International,

" Gee Art. 2 (1) No. 9.

"® E.g. a payment provision which extends beyond the term of the patent term is acceptable, where the hcense

was granted before the patent filing, 22 I1C 61 (1991).

""" See European Commission 3 1IC 52 (1972) - Davidsorn/Rubber; 1972 OJ No. L 143/39 - Raymond/Nagoya 10
IIC 475 (1979) - Vuesseni/Moris. Cf. also Art. 40 (2) TRIPS Agreement.

"3 See Art. 2 (1) No. 6b GER (Technology).

Y See 17 11C 362 (1986} - Windsurfing Iee‘ema!ional. |
"2 ECJ 21 1IC 212 (1990) - Promise not to challenge.

2 See Art. 3 No. 1. B

"2 See GER (Technology) recital 8.,
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minimum royalty can be agreed upon as well as a right of termination by the licensor, if

. certain minimum sales have not been reached. Under European law, tbe obligation to use is
even possible by an agreement on. the minimal number of acts of use'>.- An agreement on a

max1murn productlon is only permlsmble wrthm the Inmts of Art 2 (13) GER ("second _

source")
(v) Price-fixing -

Under the GER a price fixing-clause is among the prohibited clauses™, and therefore an
individual exemption would be required, which however would rarely be granted. A price
fixing clause coupled with an export prohibition has been found detrimental to free trade by
the ECT due to this coupling, however the clause was still exempted, because ‘Art. §1 EC
Treaty reqmres an appreczable mﬂuence on free trade whlch was not found in that case'?,

{vi) Labeling

A provision prohibiting the licensee to use his trademark or-his company name.is acccpted
‘by thé Commission, if the licensee has the right to refer to himself as the producer'?”. The
ECJ holds it however inadmissible to obligate the licensee to attach a license label to a part
of an 2r’tem Whlch is frequently soId as a umt whlch 1tse1f is not covered by the patent
clarm : RS v

(vu) Quahty Control

A rrght of termination may be agreed upon for the situation.in whlch after a wrrtten request
to achieve the required standard of quality and after the expiration of the term: therefor the
licensee has not reached the required quality standard, The term-in this case has to be
 sufficient and reasonable. Such a provision is also permissible under the GER'. Not
permissible is an obligation of licensee to restrict production to one specific plant for the
' produced itemns as a control right of licensor in order to malmaln quahty to supposedly avord
copying products by other licensees'*’. T b

(viii) Grant back for changes and improvements of the invention .by licensee

An agreement of a royalty-free right of licensor to use improvement inventions of the
“licensee or an obligation of licensee to assign the improvement or an use invention to
- licensor generally represents a restriction of competition of the licensee and is also among

the prohrblted clauses in accordance with the GER (Teehnology)13 !

2 CF. Art. 2 (1) No. 9 of the GER (Technology).

! See Art. 3 No. 5 of the GER (Technology).

2 See Art. 3 No. 1 GER (Technology)..
* YECT 19 1IC 664 (1989) - Plant Seed License.
27 See Art. 1 () No. 7 and 2 (1) No. 11 GER (Teehnology) and recital 6. _
" "% See ECI 17 IIC 362 (1986) - Windsurfing International, in that case le.beling ona non-profected surfboerd.
B9 See Art. 2 (I) No. 5 GER (Technology). T o
"% See ECY 17 1IC 362 (1986) - Windsurfing International,

"! See decision of European Commission, 1985 OJ 233 - Velcro/dplix and a]so Att. 3 No. 6 GER. Cf. also Beler,
3T1IC 1,23 (1972) and Art. 40 TRIPS Agreement, .

PN
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An obligation of licensee to grant licenses for improvement inventions ("grant-back clause™)
is however admissible, if the licensor, too, enters into a correspondmg obligation and in case
of severable improvements the license is nonexclusive'*>. Also the respective license condi-
tions have to correspond, i.e. the licenses either both have to be free or both have to be
royalty bearing Furthermore, if the licensor in the case of a patentable improvement
requests an increase in royalty, then an-agreement for payment of royalties is also necessary
for improvements of licensee which licensor plans to use™®®. An obhgauon by licensor to
inform licensee about modifications and improvement inventions is generally not
recognized as restricting competition'*. Conversely, for the validity of a licensee's -
obligation to inform about 1mprovement mventlons, there must be a corresponding
obhgatlon by the licensor'>.

{ix) Tie-in of supply (Obligation to purchase)
Such a clause, also known as procurement of goods and services which are not necessary for

a techmcally satlsfactory exploitation of the licensed technology has been transformed into a
grey clause™®. Under the former GER (Patents) this.clause was contained in Art. 3 (9) as a

-black clause. Under the GER (Technology) a tie-in:clause may now be notified for an

exemption with the Commission under Art. 4 (2} a GER.

Under the former practice of the Commission an obligation to purchase parts which do not

fall within the scope of the patent represented an illegal extension of the patent monopoly by

contractual means'’. Insofar antitrust prohibitions and patent infringement situations were

- in correlation: acts which can be prosecuted as patent infringement can be regulated by the

license contract. Conversely, an exploitation act which does not fall under the scope of the

-patent does not represent an actmty which is royalty bearmg or which requires pernuss;on
_ by the I1censor : o _ .

A tie-in clause is permissible under antitrust law, if the parts to-be purchased would

constitute a contributory infringement if used by a third party. There may be an abuse of the
control right of the licensor if he allows the use of unpatented paxts or their combination
with patented parts only, if for these unpatented parts a royalty is also paud1 It was also
considered an inadmissible restriction of competition when the licensee is obligated to
always sell the licensed product together with another product not falling under the patent
(e.g. the non-licensed surfboard together with the rig according to the patent)'®

52 See Art. 4 (1) GER (Research), Art. 2 (1) No. 4 GER (Technology); European Commission 20 IIC 683 (1989)
- Rich Products/{Jus-rol; European Commission 1972 OJ No. L 143, 39 Raymond Nagoya.

B3 CF. for a pure know-how license the decision of the European Commission, 1987 OJ No.L 41 - Mitchell
Cous/Sofiltra.

B See Ullrich, Intellectual Property, p. 550.

"** See GER (Technology), Art. 2 (1) No. 4.

1 Such a procurement clause used to be permissible only if justificd or necessary; cf. now GER (Technology)

Art, 2{]) No. 5a and Art, 4 (2a).

7 See European Commission of 10 January 1979, 10 TIC 475 (1975) -Vaessen/Moris; also European
Comumission 1985 OJ L 233,22 - Velcro/dplix.

- See ECJ 17 IIC 362 (1986) - Windsurfing International.

* ECJ 17 TIC 362 (1986) - Windsurfing International,
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An obligation on the licensee to supplj only a limited quantity of the licensed product toa
. particular customer is not regarded as restrictive, 1f the license was granted in order to
prov1de the customer with a second source of supply : :

An obligation to purchase material for producing _hoensed products is no longer justified

according to the Commission when the basic patent has lapsed in the meantime and only
rmprovlement patents still exrst After exprratlon of the patents, the license technology is: ﬁee
for use :

(x) Non-Competrtron Clause

A non-competition clause is listed in the GER among the prohibited clauses'®. If the
prohibition of competitive use relates to the use of trade secrets, this is however not an
impermissible restriction of the licensee, since the licensor may have a justifiable interest
that the knowledge conveyed is not used for competing products'®. In the special case of a
partnership which had licensed know-how, the Commission regarded a prohibition to
compete as necessary for producing products or trading such products which compete with
the licensed products, since the parmership had an interest in the success of the new
_ production facilities which they had buzlt wrth oon51derable mvestments 144 S

_ (xn) Use restrlctlons

According to the GER. (Technology) a use restriction to spec1ﬁo ﬁelds is perrr11s51ble145 This

is, however, only the case if it'does not result in a restriction of customers™. An obligation

~ on the licensee not to use the licensor's technology to construct facilities for third parties .
does not constitute an unlawful restriction of competrtlonm Among the reasons for the
‘admissibility of this competition-limiting clause is that the licensor can have an interest to
‘limit the use of the special information he supplies to the manufacturer to the products of the

" agreement. This condition does not exist if the licensee already has the information required

‘tor produce the desrred products or artlcles, because then he would be. lumted in hrs own
econormc activities'*® : :

A use prohibition after the termination of the agreement however would only be exempt if
‘the license a%reement ends prror to the explratlon of the patents or 1f the Heensed know—how
‘ig still secret ,

" Art. 2 I'No. 13 GER (Technology).

"I 1985 OJ L 233, 22 - Velcro/Aplix. Wit respect to such an obligation for know-how lrcensmg agreements see

also European Commission 16 IIC 206 (1985) Schlegelv. CPIO

' See Art. 3 No. 2 and 4, and also European Comemission 7 IIC 286 (1976) - AOIP/BEYRARD;, 9 1IC 184 (1978)
- Reuter/BASF, 1987 OI L 41 - Mitchel Cotts/Sofiltra for the case of a "integrated industrial cooperatron" in
case of a joint venture,

' See also European Commission 20 1IC 703 (1989) - Defta Chemie, Art. 2 (1) 3 GER.

" Eurcpean Commission 1987 OJ L 41, 420 - Mitchell Cotts/Sofiltra.

M gee Art. 2 (1) 8 GER (Technology).

_ "“‘ See Art. 3 No. 4 and Art. 2 (1) No. 8 GER (Technology).

¥ See At 2 (1) No. 12 GER (Technology).

" gee GER (Technology Transfer Agreements) Art. 2 (1) 1, as well as the decision of the European Commission

1987 OJ L. 41, 418 - Miichell Cotts/Solfiltra.

' See the preamble of the GER (Technology) recital 12, and Art. 2 (1) 3 GER. Cf. also ECJ 22 IIC 61 (1991)-

r/ "‘"’\\




" According to a decision of the European Commission

-under Art. 81 (1) EC Treaty and is not automatically exempted when certain basic patents
* have expired and only patents for improvements or further developments exist. Such a
situation does not justify the prohibition of the licensee to deliver in territories of other ex-
- clusive licensees. An exemption under Art. 81 (3) EC Treaty is also not possible when the

31

(xii) Term of Agreement

An excluswe patent hcense agreement expires at the latest w1th the explratlon of the last of ‘

the  licensed patents. A duration past that point and an obligation to pay royalties is =

admissible under antitrust law only if in addition to patents also secret k_nbw—how;has been
licensed or if of several licensed patents, only one has expired or is declared invalid. The -

initial duration may be automatically extended by the inclusion of any new improvements

communicated by the licensor, whether patented or not, provided that the licensee has the
right to refuse such improvements or each party has the right to terminate the agreement at
the expiry of the initial term of the agreement and at least every three years thereafter'™". If
ne provision has been made in the coniract for such a situation then the question of a
reduction of royalties based on contract and antitrust law depends upon the importance of

- the invalidated patent for the activities of licensee, so that in a given case the royalty may

remain as agreed upon® .

- The Commission in the decision Henkel/Colgate'™ held that an‘oEl.igation to pé\}".:royalties

beyond the duration of the patent is inadmissible, while a 50% reduction was considered

" appropriate if know-how was still used'®. The ECT held in its decision Kai Ottung v. Klee &

Weilbach'* that a contractual obligation: under which a patent licensee is required to pay

* royalties for an indeterminate period of time does not in itself constitute a restriction of

competition within the meaning of Art. 81 (1) in a case where the agreement was entered

" into after the patent application was submitted and immediately before the grant of the
patent.

155 an exclusive patent license falls

concerned products are manufactured only according to the expired basic invention, but
make no use of the improvement invention. If the contract ends prior to the expiration of the

‘patent or one of the patents licensed, then licensee has no right to continue the exploitation

of the patent. A corresponding provision is also admissible under Art. 2 (1) 3 GER

. (Technology).

Conversely, an agreement of payments after the expiration or invalidity of the patent is
normally among the prohibited clauses™® unless the continued payment represents a stagge-
red royalty payment for the period of the validity of the licensed technology'>’. The licensee

Licensing Agreement.
' See Art. 8 (3) GER (Technology).

" For the case that the basic patent expires and the license contract is continued with improvement inventions,

see the decision of the European Comm:ssmn, 1985 OJ L. 233-" Velcro/Apllx“
21972 GRUR Int. 173, ' - o
" Burroughs/Geha 3 TIC 259 (1972).
%922 1IC 61 (1991) - Licensing Agreement.
‘5.5 1985 Q1 L. 233 - Velcro/Aplix.
1% Byropean Commission, 1985 O L 233,22 - i}élcro/Aplfx;

"7 See GER (Technology), recital 21, and the decisions of the European Commission 1986 .OJ L 50 - Boussois/-
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can be obliged to keep paying royaiues unti] the end of the agreement independently of

whether or not the licensed know-how has been disclosed™*® The European Commission . -

bases this on the advantage which the licensee has over competitors'>, The duration of the

exemption as far as competmon restrictive clauses are concerned is regulated differently in -
Art. 1 (2) GER (Ti echnology) depending on the respective clause and the type of agreement .

patent l1cense pure know-how hcense and Imxed agreement

(xm) Conﬁdentlahty obhgahon

Under the GER a conﬁdentlahty promise is also adm:LSSlble if it exceeds the term of the ~-
agreement . Since the confidentiality and monuse agreement depend upon the

- corifidential ‘character ‘of the “technical information, an agrecment about an absolute

conﬁdentlahty period i is not'permissible. A secrecy obl1gat10n is no Ionger apphcable when '

the licensed know-how becomes public knowledge.

{1vx) Assxgnment and subhcensmg

: Ass1gnment and. subhcensmg by a hcensee can be excluded, partzcularly if there is, a~
territorial division within the protected territory, which could be counteracted in the case of -
an ass1gnment or a subhcense by th1rd parnes From an antltrust v1ewp01nt this poses no .

problem

- Interpane; see also the decision’ Rich Products{Fus-rol in 20 HC 683 (1989); Ullrich, in Inteflectual
Property, p. 550, even sees no conflict with Art. 81 (1) due to agreements on payment modes; for the
practice of the European Commission see also Venit, 18 IIC 1,20 (1987).

. '® See GER (Technology), recital 22, Art 2 (1) No. 7.
' See Art. 2 (1) No. 7 GER (Technology).
** Sec Art. 2 (1) No. | GER (Technology); see also the decision Mittchell Conts/Sofitra 1987 OJ L 41,

¥ Cf. e.g. Art, 2 (1) No. 2 GER (Technology).
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b)GER (R&D)

COMMISSION REGULATION (EC) No 2659/2000 of 29 November 2000.
on the application of Article 81(3) of the Treaty to categories of research and
‘development agreements

{1) General

Generally, under the opinion of the Buropean Commission, only such provisions are
capable of exemption in a cooperation: agreement which are indispensable for the
realization of the goals of Art. 81 (3) EC Treaty'®, An important criterion for the exempta-
bility is whether other stronger competitors exist within the European Union for which one
can assume that they too will continue to do research in the field of the agreement so that .
competmg products would be avallable

At the beginning of 2001 the EU Commission issued a new group exemption regulation
~ for cooperation agreements in research and development. This regulation will be cited in
. the following as GER (Research), see introductory notes 7 et seq. supra. The group

exemption for such contracts applies only to the cooperation of competitors, who together

have not more than 25 % of the market share, and to cooperation between non-competing
enterprises without market share threshold for a period of initially 7 years following the
completion of the research and development; Art. 4 (2)and (3), Art 6 GER (Research).

‘As a result of the announcement by the EU Commission dated December 9, 1997, Art.
81(1) of the EC Treaty does not apply to companies which at present together have no
more than 5% of the market (this figure will be raised to 10% following the draft
~© .amendment of the announcement) since in the view of the EU Commission trade between

. member states is not or only slightly (not perceptibly) affected. Such agreements,

- . therefore, are subject neither to the conditions nor the restrictions of the GER, since in the
event of an imperceptible impairment, the GER in conjunction with Art. 81(3) of the EC
Treaty does not apply.

In the GER (Research), the EU Commission assumes that a cooperation between
(potential) competitors in research and development can principally constitute a restriction
of competition in the sense of Art. 81 (1) EC Treaty. Particularly also by the providing of .
own research results to a contract party a competitive advantage in the market is sacrificed.
On the other hand, according to the EC Commission, such a cooperation promotes
~ technical and economic progress. This also applies in cases in which the goal of the joint
cooperation project is clearly defined and the exchange research results are also limited to

the agreement only. If a certain level of market power is not achieved, it can be assumed
for the application of Art. 81(3) as a matter of principle that the benefits of agreements
concerning research and development outweigh possible disadvantages for competition,
see the GER (Research), particularly recitals 5 as well as the exemption decisions of the
EU Commission in 16 IIC 204 (1985) — Rockwell/Iveco; 16 TIC 202 (1985) — VW/MAN;
Carbon Gas Technology; 16 IIC 203 (1985) — Continental/Michelin; 20 IIC 515 (1989) ~
BBC/NGK Insulators; EC Comrmssmn 1991 GRUR Int. 114 — Elopak 1992 GRUR Int.
522

While the EU Commission has been reluctant to-extend the contractual agreement on the
production phase, the GER (Research) under Recital 2 recognizes in particular the interest
of small and medium-size companies in the:continuation of the cooperation in the
production phase as necessary. Under certain circumstances, this is even the case for

' See European Commission 16 1IC 206 (1985) - Rockwelliveca. .
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financially strong companies, see Commission 16 IIC 203 (1985) — Continental/Michelin.
A criterion for the admissibility however, is the expected advantage for the consumer,
namely the possibility to buy new and improved products at better prices. The consumers
should benefit from the advantages resulting from the increased and more effectwe
research and development (c.f. Recital 12, GER (Research)).

For the purpose of simplifying the official control and the legal framework, not only the |

filing and opposition proceedings have been abolished, but also the old GER (Research)
so-called white-list clauses, the provisions exempted from the cartel prohibition (¢.f.

- Recital 5, GER (Research)). The contents of the earlier white-list clauses must, however, -
in the author’s opinion, continue to be regarded as a measure for the admissibility of
changes after January 1, 2001. However, the new GER (Research), in addition to the .

exclusion of certain agreement (Art. 5), only specifies the limit to the market share of the

-competing enterprises involved (Arts. 4, 6) and general conditions (Art. 3) as requirements .

for exemption; this means that if the market share threshold is not exceeded in the case of
competing enterprises (Arts, 4, 6), and no black-list clause (Art. 5) is included, and if the
general conditions for exemption are met (Art. 3), the agreement is automatically excluded
ﬁom Art. 81(1) of the EC Treaty pursuant to the GER (Research)

The general conditions for exemption are :

-a) access of all the contracting parties to the results of the joint research and development
(Art. 3(2)),

'b) the possibility of independent exploitation of the results obtained and of the existing

. know-how required in the event of a merely joint research and development agreement,

although the scope of application may be limited if the contracting partners are not
competing enterprises (Art. 3(3)),

c) the joint exploitation of results that contribute substantially to technical or economic

progress and which are of decisive importance with respect to the manufacture or use of
the contractual product, and

d) in the case of a-division of functions, all the supply oontracts of all the c0ntract1ng
parties are fulfilled. Thus these conditions for exemption cover a number of possible
arrangements for the agreement for the exploitation of the results, e.g. granting (restricted)
- exploitation rights.

The decisions of the Commission, but even more so those of the national courts or the
ECJ, rendered in particular as a result of private law proceedings, will show which
contractual licensing conditions satlsfy the reqmrements of these conditions for exemption.

The so-called black-list clauses of the GER (Research) are contained in Art 5 and they.
correspond to Art. 3 of the GER (Technology). The inadmissible clauses of the new GER
(Research) correspond in content essentially to the black-list clauses of the former Art. 6
GER. One additional black clause has been added (Art 5(1)(f)) excludmg the prohibition - -
of passwe sales from the exemption.

Also agreements w1th mutuai price and roya.lty provisions to be applied, to third parties for
the period of future marketing of the products which have been developed under the
_research program are not exempied. There is however an exception: if joint distribution
has been agreed upon, the prices towards direct purchasers may be fixed (see Art. 5 (1) (d)
in conjunction with 5 (2) (b) of the GER (Research) as well as the decision of the EU
Commission in 10 IIC 739 (1979) — Beecham/Parke, Davis. The EU Commission requires
that the partics act as far as possible as competitors, particularly regarding the pricing of
-products and the continuation of research projects which are not subject of the agreement;
in cases of doubt an express exemption of clauses for the marketing phase is required. For
a 15 year exemption see EC Commission 20 IIC 512 (1989) — BBC/NGK Insulators.

Most decisions of the EU Commissien regarding joint ventures have indicated a generous
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interpretation of the exemption requirements. In the decision Olivetti/Canon, the
cooperation as a joint venture for developing copiers, telefax machines and laser printers
was exempted, because a transfer of modern technology occurred from Canon to Olivetti
was regarded as profitable for the European market. The contract involved a 50/50
participation of the two companies and the products in the joint venture were to be
marketed independently by both competitors (Press Release of the EU Commission, 1P
(87) 607). : : _ S . :

The Commission argued in a similar way in a decision for an extension of an exemption,
which had already been granted in 1977. Despite the fact that the coordination of research,
production and marketing activities represented a competition restriction of the parent

" companies in the field of gas turbines, the exempiion was extended for a further 20 years
because the American partner together with the party from the Netherlands could then
more easily establish themselves in the European market as competitors (Press Release IP
(87) 606).

IV. Art. 82 - Abuse of a deminant position

Criteria for the determination of a dominant position are the market share and factors like
the technological lead of an undertaking and the absence of potential competitors'®.

Violations under Art. 82 concern the imposition of unfair purchase or selling prices,
clauses limiting production or distribution, the application of dissimilar conditions to-
equivalent transactions or the imposition of obligations and duties which have no
connection with the purpose of the agreement. Another typical case should also be
mentioned, namely the refusal of a manufacturer to accept a distributor as a member of a
selective distribution network if such dealer fulfills all criteria laid down in the selective
distribution agreement. On the other hand, the mere existence of price differentials for
specific computer products, within and outside the European Union cannot as such be
‘regarded as an abuse under Art. 82. Higher distribution costs especially with respect to lan-

. guage adaptations and the smaller markets in Europe cannot be compared with a distri-
bution situation in the US'®.

The ECJ has repeatedly underlined that an abuse of a dominant position refers not only to
practices which may directly prejudice consumers but also covers conduct which causes
indirect prejudice by adversely affecting the structure of effective competition, such as the
granting of refunds or fidelity rebates. Elements which tend to show that the company in
question plays the role of the price leader are also considered in this context. In the
Hoffmann-LaRoche case the ECJ has also taken info account that the company was
capable to preclude any attempt of competition due to its excellent distribution and
marketing organization.

- In spite of heavy competition in both areas of hardware and software, the Commission
considered in Computer Land that already a market share of 3 to 4 % was significant™®.
Since an abuse under Art. 82 requires a dominant position it mostly comes back to the
definition of the relevant market where the Commission now seems to take a more lenient
approach. The fast product development as well as price cuts which are daily events in this

field are certainly elements which speak against market power of even the biggest

'* ECJ of 13 February 1979 - 10 IIC 608 (1979) - Hoflinann-LaRocke.

** Cf. also the legal and economic considerations by Bay, 9 1993 Computer Law and Practice 176, 187 et seq.

t&s

European Commission 1987 OJ L 222/12 - Computer Land
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.manufacturers on the market This is not contradicted by the fact that the fmanc1al and - -

research bamers for t}us market are substanuai .

An nnportant questwn has been decided by the CFI of the ECJ namely the relationship

‘between Art. 81 and 86, more particularly, whethier an exemption granted under Art. 81 (3)
precludes measures of the Commission under Art. 82. The Court answered this question -
arguing that the purchase of an exclusive license by a company with a dominant position

" on the market could violate Art. 82, if the circumstances surrounding the aeqmsﬂmn have

thc effect of hmdenng the entry of new: compeutors and thereby weaken competmon

Inan Enghsh case'® the S0- called Euro- defenses were an issue, namely defenses based on

competition law in e.g. patent infringement actions. Judge Laddie refused to hear a number
of those defenses, e.g. breach of a dominant position, since the patent owner is not required
to grant a license on fair and reasonable terms, except.in very extreme cases like the Magill
case.

% See Bay, 9 1993 Computer Law and Practice 176, 185 (]993) one must reckon between 5 and 10 Mm Dollars B
~for marketlng anew software product. -

T CF1 22 1IC 219, 225 (1991) - Tetra Pak

15 Philips Electronics NV v. Ingman Litd

TN

N




e
Lol

o
A

S

e
S
i

i

s
St

5 gl
v
e

R
S
e




: s ; SR
N 3 e T i 5 : W
2 ek Srm 5 ien

St e 7 SRR 5 A o
Sl A w/m,ﬂ ) o m@w&rm& S T

S
ﬂw;i,.x: 55

P

o

o

e : i
3 R : : o
e i : o

LT

s
i

R
e
i

158

b
SR

S

A
SEsaue
«,quwmxuﬂm




GER Technology

o Article 2

" (1) Artlcle 1 shall apply notw1thstandmg thef .
presence in particular of any of the
following clauses, which are generally not
- restrictive of competltlon

13. an obligation on the licensee to
supply only a limited quantity of the.
licensed product to a particular
‘customer, where the licence was granted
so that the customer might have a
second source of supply mS1de the';
llcensed territory; |

this provision shall also apply where the
customer is the licensee, and the licence
“which was granted in order to provide a
second source of supply provided that
the customer is himself to manufacture
- the licensed products or to have them
- manufactured by a subcontractor




GER Techn‘olggx
Article 3

| where

~1.one party is restrlcted in the determination of
prices, components of prlces or dlscounts for o

the licensed products;

2 one party is restricted from cOmp'etmg
~ within the common market with the other

B | ) party, with undertakings connected with the ”
- other party or with other undertaklngs in_

- respect of research and development, - |
‘production, use or distribution of competmg
- products -




GERT echnology

L Artlcle 4

: @ Th'e‘ exemption provided for in Articles ’_1: |

and 2 shall also apply to agreements
containing obligations restrictive of

competition which are not covered by those
Articles and do not fall within the scope of

~ Article 3, on condition that the agreements
~ in question are notified to the Commlssmn .

~in accordance with the provisions of
- Articles 1, 2 and 3 of Regulation (EC) -
“No 3385/94 and that the Commission does

~ 'not oppose such exemptlon w1th1n a perlod :

of four months




(2) Paragraph 1 shall apply, in partlcular, e

where:

- a) the licensee is obliged at the time the

~ agreement is entered into to accept quality
specifications or further licences or to
procure goods or services which are not
necessary for a technically satisfactory -
exploitation of the licensed technology or

- for ensuring that the production of the
licensee conforms to the quality standards |
that are respected by the llcensor and

~ other llcensees, PR -

~b) 'the-li.,censee-'-is ;prOhibited from contesting
the secrecy or the substantiality of the
licensed know-how or from challenging
‘the validity of patents licensed within the
common market belonging to the licensor
“or undertakings connected with him.




| Atidel8 (xArticled)

Quantitative restrictions on imports and all
measures having equivalent effect shallbe
prohibited between Member States.




Article 30 (ex Article 36)

The provisions of Articles 28 and 29 shall not
preclude prohibitions or restrictions on

imports, exports or goods in transit justified

~ on grounds of public morality, public policy
~or public security; |

the protection of health and life of humans,

ammals or plants; the protectlon of natlonal .

treasures possessmg artlstlc, hlstorlc or
archaeological value, . | Coe T

or the protection of 1ndustrlal and
| commerc1al property.

Such prohibitions or restrictions shall not,
however, constitute a means of arbitrary

- discrimination or a disguised restriction on
‘trade between Member States.

It is clear from Axrt. 36, in particular its second
sentence, as well as from the context, that whilst the
- Treaty does not affect the existence of rights
" recognized by the legislation of a Member State in
matters of industrial and commercial property, yet
the exercise of these rights may nevertheless, depend-
~ ing on the circumstances, be affected by the prohibi-
tions of the Treaty.

Y




“In as much as it provides an exception to one of the

- fundamental principles of the Common Market, Art. o
36 fact only admlts derogatlons from the free

_.movement of goods Where such derogatlons are
Justlﬁed for the purpose of safeguardmg rights

“which constltute the- spec1fic subject matter of th1s~:-f S

'f '-fpmperty

A derogatlon from the prmclple of the free-_,_:

'movement of goods is not justified where the product
~_has been put on the market in a legal manner, by the

‘patentee himself or with his consent, in the Member

State from which it has been nnported in partlcular |
in the case of a’ proprletor of a parallel patent |

The result of the grant of a (sales) llcense ina
~Member State is that the patentee can no longer N
prevent | the sale of the protected product throughout_ R

“ the Common Market” |

| :ECJ 6 11(:'102 _(197_5__)- St__e_r___ling Drug_




Article 81 (ex Article 85)

1. The following shall be" prohlblted as_

mcompatlble with the common market all

agreements between undertakmgs, decisions by

~ associations of undertaklngs and concerted
) _practlc,es__whlch mav_ affect trade between Member

~ States and which have as their object or effect the

prevention, restriction or distortion of competition
within the commen market and in partlcular
those which: --
(2) dlrectly or lndlrectly fix purchase or sellihg
- prices or any other tradmg COIldlthllS_,_ o
(b) limit or _control production, markets, techmcal
- development, or investment; )

"~ (¢) share markets or sources of supply, R

(d) apply dissimilar conditions to equlvalent
‘transactions with other tradlng partles, thereby
placing them at a competitive disadvantage;

~ (e) make the conclusion of contracts subject to

acceptance by the other parties of supplementary

obligations which, by their nature or according to

~ commercial usage, have no connectlon with the
~ subject of such contracts

2. Any agreements or decisions prohibited
pursuant to this Article shall be automatically
void.




3. The provisions of paragraph 1 may,
however, be declared 1nappllcable in the case

of: | e S .
-any agreement or category of agreements
‘between undertakmgs, S

-any dec1s1on or category of dec1s1ons by'f
associations of undertakings; |

--any. concerted practice _. or._-eategory 'of____

concerted practices, which contributes to

improving the production or distribution of
goods or to promoting technical or economic

- progress, while allowing consumers a fair

share of the resulting benefit, and which does
mof: o e e

~ (a)impose on the undertakings concerned

‘restrictions which are not indispensable to

| the attamment of these obJectlves,

(b) afford such undertakings the possibility_ of
eliminating competition in respect of a

. substantial part of the products in question. |




~ Article 82 (ex Article 86)

~ Any abuse by one or more undertakings of a_

dominant position within the common market or

in a substantial part of it shall be prohibited as. |
“incompatible with the common market insofar as

it may affect trade between Member States.
- Such abuse may, in particular, consist in:

(a) directly or indirectly 1mp0smg unfair

- purchase or sellmg prlces or other unfalr tradmg |

condltlons,

-(b-)“limitingf —pro‘duction’, markets or technical

~ development to the prejudice of consumers;

~ (c) applying dissimilar conditions to -equiva'len_t__

transactions with other trading parties, thereby
placmg them at a competltlve dlsadvantage, |

(d) making the c0nclusi0n_of contracté subject to
acceptance by the other parties of supplementary

obligations which, by their nature or according to

commercial usage, have no connectlon w1th the

o subject of such contracts S

‘‘‘‘‘




Art. 28, 30 EC Treaty - Exhaustion Rules

" No exhaustion

( proh1b1t10n of parallel unports en- |
forceable)
 no consent

* Exhaustion

(= no prohibition of parallel imports and no

| additional license fee possible)

(express) consent

Modification of trademark if originally
marketed under different trademark (lack of
consent); if no mlsuse of rlght ("artlﬁmal
partition”) -

(Amerzcan Home, Hoﬁinann LaRoche)

Consent of right owner or licensce with .~
respect to first sale (different royalty does not
justify prohibition)

_(Sirena,Sterling Dmg, Polydor, Gema) :

If consent only for sale out51dc of the EU (no
consent of patentee)

('.ijzlosm)

Also if consent for sale in country w1thout .

patent protection.
(Merck)

If sale authorized by national compulsory
license (Pharmon)

License of right makes sale by licensee
lawful including: exports w1thm EU (Allen &

| Hanbury's)

'Consqpt:‘mlder lawful restrictions according
1o competition law enforceable, violation can

be prohlblted (specific Sub_] ect matter of -

patent)
(SACEM)

Unlawful restriction of productlon or custo- f :
mers cannot prevent exhaushon A
- (GER- -Technology)

If first marketed outside EU by thIrd parties
lawfully, but without consent, e.g. in a

Conditional consent with respect to different |
quality standard leads to exhaustion (Imerco)

‘country without patent protection (EMI) -




Period of exemption for pure patent license agreement

Kind of restriction | Period of exemption | Art.GER (Tech-
o nology)
1. Sole license “ | Life of patent in the respective | 1(1) Lincon- - -

- aé uﬁder 1

territories junction with 1. -
| (2)
2. Promise of non-use by licensor - “ '} as under 1 1(1)2incon-
I L TS junction with 1. -
@

3. Promise of non-use by licensee for | as under 1 | 1()3incon-
the territory of licensor -~ SRR ‘| junction with 1
4, Promise of non-use by licensee for E asi_\mder 1 [1(M4incon
_terrltory of other hcensee Y I .| junction with 1-

| S @ '
5. Prohibition of active sales w1th1n 1(1)5 in con-

.temtory of other hcensee junction with 1 .. {
. ’ ' 2)
-'6.f Export prohibition'for licensee " 5  years from ﬂf_sf marketing of 1 '(1_) 6 in con-

(i)assive sale)

licensed product, if patent is in
force in respective country

junction with 1 .

@

7. Obligatidn on licensee to. use. o as under 1 1(1)7incon- |
licensor's trademark . junction with 1
- @

8. Limitation of production under asunder1 1(1) 8 in con-

certain conditions

junction with 1

2)




The rules of the "Maize Seed' decision

(a) The licensor may agree to the ebligation not to
exploit the licensed invention in the hcensed
| _-"terrltory or part thereof =

(b) The licensee can agree to the obligation not to use
~or produce the patented article or process 0utsnde of
‘the licensed terrltory -

(c) The licensee may also promise not to pursue sales
‘activities in the territory of other licensees, and
‘particularly not to engage in advertising specifically
~aimed at those territories or not to have a sales
) offlce, etc .

(d) The licensee may agree to an obligation"lirrlited to
five years not to make any direct sales into the
~ territory of other licensees ST

(¢) According to the European Court such
obligations of the licensee are prohibited, under
- which also the customers of the licensee are subject
“to an export prohibition with respect to other
~countries of the European Umon, because ‘this
amounts to a violation of Art. 85 ()] EEC Treaty




Art. 28, 30 EC Tr'e‘"'aty - Exhaustion Rules

‘No exhaustion

( = prohibition of parallel imports
enforceable)
no consent

- Exhaustion

(= no prohibition of parallel
imports and no additional license
fee possible)

(express) consent

" Modification of trademark if
originally marketed under
different trademark (lack of
consent); if no misuse of right
("'artificial partition')
|| (American Home, Hoﬁ‘mann
- ,LaRoche)

Consent of right owner or
licensee with respect to first sale
(different royalty does not justif
prohibition)

(Sirena,Sterling Dmg, Polydor,

Gema)

| If consent only for sale outside
|| of the EU (no consent of
| patentee)
(T ylosm)

_Al_so_if_consént forsale in o

- | country without patent protectio

(Merck)

If sale authorized by national
‘compulsory license (Pharmon)

licensee lawful including ¢xports
within EU (dllen & Hanbury's)

| License of right makes sale by “

Consent under lawful restrictions
according to competition law

| enforceable, violation can be

|| prohibited (specific subject
| matter of patent)
W (SACEM)

- | production or customers cannot

prevent exhaustion

Unlawful restriction of
. (Art. 3 GER-Tecknology) -

e first marketed outside EU by |
|| third parties lawfully, but without
| consent, e.g. in a country without

‘Conditional consent with r res pect
‘to different quality standard -
-leads to exhaustion

‘| patent protection (EMI)

(Imerco)




Period of exe mptlon for i)ure patent license ‘agrée ment |

Kind of restriction | Period of exemption | Art.GER .
| | (Technology)
. 1. Sole license | -| Life of patent in the 1(1)1in
- | | respective territories | conjunction
| with 1 (2)
(cf. also 3(7) ||
| and 8(3))
‘| 2. Promise of non-use by | as under 1 11()2in
licensor | | conjunction ||
| | with 1 (2) ||
3. Promise of non-use by Ii- | as under 1’ (1 (@)3in
censee for the territory of | - | conjunction
llcensor with 1 (2) |
4. Promise of non-use by li- | as under 1 Sl1@4in ‘
censee for territory of other -{ conjunction . ||
hcensee | with1 (2) -
5. Prohlbltlon of active | as under1 J1@S5in
sales within territory of conjunction
other licensee | with12) |
6. Export prohibition for | 5 years from first mar-| 1 (1) 6in -
licensee (passive sale) | keting of licensed conjunction
o S -~ | product, if patent is in | with 1 (2)
force in respective S
| country S
| 7. Obligation on licensee to | as under 1 1@ 7in
use licensor's trademark _ | conjunction
|withl (2)
8. Limitation of production [ as under 1 1(1)8in
under certain condltlons o | conjunction

with 1 (2)




Period of exemption for pure know-how agreement

Kind of restriction .

Period of
| exemption

Art.GER
(Technology) |

" 1. Sole license

10 years from
- .| first marketing
~ ' of licensed prod-

uct within EU
by one of
licensees

11 (1) 1in con-|
junction with |

13)
(cf. also 3(7)
and 8(3))

(| by licensor

2. Promise of non-use

10 years as
under 1.

{1 (@)2incon-|
[ junction with |

13)

| by licensee for the

3. Promise of non-use

| territory of licensor

10 years as
under 1.

 {1(1) 3 in con-

junction with.
13)

of other licensee

4. Promise of non-use
{ by licensee for territory

10 years as -
under 1

11(1) 4 in con-|
n Junctlon with
13)

other licensee

5. Prohibition of active
| sales within terrltory of

10 years as
under 4.

1 (1) 5 in con-

junction with

113

6. Export prohibit

|| sale)

ion .

for licensee (passwe

-S_year_'s as under
1.

1 (1) 6 in con- “
junction with

1(2)

7. Obligation on
| licensee to use

I licensor's trademark

| Life of the .

agreement if
know-how

L remains secret

11.(1) 7 in con-
| junction with
113)

|' 8. Limitation of

certain conditions

| production under

Life of agree-

‘ment if know-

how secret

1 (1) 8 in con-
junction with
1(3)

—

.........




Period of exemption for mixed patent and know-how agreement

Period of exemption for mixed license agreement

Kind of restriction

Period of exemptibn

—
Art. GER

(Technology)

1

W 1. Sole license

| life of patentin

respective country,
minimum 10 years
from first marketing
of licensed product
by one licensee

1(1)1incon-
| junction with 1

“)
(ct. also 3(7)
and 8(3))

h

use by licensee for
the territory of
{ licensor

2. Promise of non- | as under 1. 1@ 2 in con-
I use by licensor ‘| junction with 1
| | )

3. Promise of non- | as'under 1. 1 (1) 3 in con-

junction with 1

“)

|| 4.Promise of non-use
by licensee for
territory of another
licensee '

as under 1.

1(1) 4 in con-
junction with 1

“)

| for licensee (passive
sale)

marketing within EU
by one of
licensees????

5. Prohibition of as under 1. 1 (1) 5 in con-
active sales policy junction with 1

{| within territory of 4) [
other licensee

1 6. Export prohi-bition| 5 years from first 1(1) 6 in con-

junction with 1

)

7. Obligation on
licensee to use
licensor's mark

as under1 ????

1 (1) 7 in con-
junction with 1

)

8. Limitation of
production under
" certain conditions

as under1 2?77

1(1) 8 incon-
junction with 1

“)

o
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