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“Small companies that are
not globally competitive
create low-paying jobs”

--John Preston, MIT
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International License:
Why Should We Worry?

= What, MeWorry?“Wechose U.S. law to govern!”

= Canyou ignoretheinternational issuesthat may affect your
license?

= What can you do to protect intellectual property rights
Inter nationally?

= Can you improveyour position with careful drafting?
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What We Will Cover

= Context: major differencesin international licensing, by U.S
licensor

= Protecting intellectual property
= Selected U.S. laws affecting international | P licenses
= Other lawsthat affect theinternational license
= Multi-lateral treaties
= | ocal foreign law
= Draftingto“Internationalize” thelicense
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Protecting IP In Foreign
Jurisdiction: Overview

= Required filingsand registrations

= Scope of protection

= Limitations on enforceability of license provisions
= Local law “overrides’
= Judicial/arbitral actions
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Trademarks

= Must be protected in foreign jurisdiction
= Madrid Protocol:
= Facilitation
= Limitation
* First-to-fileissues
= Recordation to:
= Validatelicense
= Permit licensee use to satisfy use reguirements
= Licenseprovisions
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Patents

= Must be protected in foreign jurisdiction
= Significant differencesin
= Rightsobtained
= Reguirementsto obtain
= Absolute novelty
= Software and business methods
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Weakened Contract
Rights

= Post-ter mination rights of licensee

= Restrictionson licenseerestrictions

= Limitson liabilities, warranties

= Shrink-wrap, click-wrap, e-signatures
= Special consumer protection issues

= Practical enforcement

Practising Law Institute 2003
HAYNES AND BOONE, LLP



U.S. Export Controls

= BlSand EAR

= Re-exportsand deemed exports

= Prohibitions, filings, licenses

= EXceptions

= License provisions supporting compliance
= Representationsregarding licensee, use
= Restrictionson re-export

= |nternet access issues
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Anti-boycott

= U.S personsand foreign affiliates
Prohibitions

= Reporting

= Application to licenses
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OFAC

= Sanctioned countries and persons
= Trade, travel, transactions

* “Transfers’ outside U.S. of “property”: including IP
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FCPA

= |mproper paymentsto government officials
= And others
= EXceptions:
= Routine and non-discretionary
= Certain reasonable expensesif expresdy permitted
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Examples of
Conseguences

= Civil fines
= EAR, FCPA--$10K per violation
= Criminal penalties
= EAR--$50K per violation, 5 years
= FCPA--$1/2.5MM, 10 years
= Lossof privileges
= EAR—export privileges
= Anti-boycott—export privileges
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Antitrust: Extraterritorial
Application

= Foreign conduct with substantial U.S. effect
= Foreign Antitrust Improvements Act

= Direct, substantial, for eseeable effect

= Givesrisetoclaim under U.S. law
= Circuitsdisagree on second prong:

= Fifth

= Second

= D.C.
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Taxation of International
Licenses [Made Easy]

= U.S. licensee subject to U.S. incometax on all licenserevenue
= Foreign withholding, other taxes

= Treatiesmay reduce/eliminate foreign tax

= Tax credit under IRC 901

= Credit limitsunder IRC 904

= |RC 367: torpedoestax-freetransfersto foreign affiliates

= Transfer pricing: IRC 482

Practising Law Institute 2003
HAYNES AND BOONE, LLP



Choice of Law:
Party Choice

= TheDoctrine of Party Choice and freedom of contract

= Must ensurethat choice of law isan enforceable clausein a
written agreement — otherwise, conflicts of law principles

apply
= |ndividual terms may be governed by local law
= Must comply with procedural formalities
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Compulsory Licenses

= Technology Transfer Laws (designed to encourage the use of
technology)

= |f patent not exploited for aterm of years

= Public necessity exceptionsto the protections of property
rights

= Claimsof abuse of market position
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Government Approvals

= Mandatory filing requirements— license may need to befiled
with gover nmental authority

= Filing requirements permit gover nmental oversight of the
terms:

= anticompetitive effects
= illegal terms

= Filing requirements permit gover nmental oversight of
royalties

= Ultimate penalty—Iicenseis not enfor ceable
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EU Competition Law

= Significant restraint on freedom of contract
= Treaty of Rome—articles 81 and 82
= |mportance of complying with “block exemptions’
= Grey List: legal restraintson trade
= WhiteList: termsregarded as generally not restrictive
= Black List: per seimpermissibleterms (e.g. pricing
restrictions, restrictionson R& D, restrictions on parallel
Imports, exclusive grant-back requirements and most
production quotas)
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Limits on Licensor
Protections

= Warranty limitations/exclusions may not be enfor ceable

= Should make use of savings clauses (“to the extent permitted
under applicablelaw....”)
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UN Convention: CISG

= May apply to a License involving the sale of goods

= Affectsissues of contract formation, evidence of agreement
and remedies

= No priceterm required for contract formation
= Permitsoral contracts, proven by any means

= Permits*“all relevant circumstances’ (i.e. parole evidence) to
deter mine understanding, practices of the parties, usage, €tc.

= Providesremedy of reduction in price
= Parties may opt out
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TRIPS

= Trade Related Aspectsof Intellectual Property Rights

= Requirement of developing countriesto provide certain
protections of intellectual property rights. Required to
comply by 1/1/2000, unless “ least developed”

= Reguires*“national treatment”
= Compulsory licenses require protections for patent holders

= proposed user must first attempt to obtain authorization
from rights holder

= efforts must not have been successful in reasonable time
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EU Software Directive

= Gives software usersbroad rights, regardless of license
limitations

= L awful acquirers of software can reproduce the program, or
alter it, to ensurethat it can accomplish its“intended
purpose’

= An intended purpose may be“error protection”
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EU Data Privacy Directive

= Providesextensive protections of personal data
= Data privacy treated as a fundamental human right

= Data processors must protect personal data, and cannot
transfer thedatato jurisdictions with appropriate data
protection

= Department of Commerce “safe harbor” requirements

= |f License creates possibility of data being exported from the
EU, then the Directive applies
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EU Electronic Commerce
Directive

= Designed to foster electronic commerce, but from a
consumer -protection standpoint

= Not as comprehensive as Electronic Signaturesin Global and
National Commerce Act, Uniform Computer |nformation
Transactions Act (UCITA) or Uniform Electronic
TransactionsAct (UETA)

= Reguires person making an offer to acknowledge receipt of
an acceptance and the per son accepting the offer to
acknowledge receipt before an electronic contract isformed
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EU Distance Contracts
Directive

= Consumer Protection statute

= Appliesto e-Commer ce and other non face-to-face
transactions

= Restricts contracts and allows consumer sto withdraw
= Reguiresdisclosuresand other protections
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EU Electronic Signatures
Directive

= “Certified electronic signatures arethe equivalent of a
handwritten signature

= Non-certified signatures are not the equivalent of a
handwr itten signature, but will not be denied legal effect
solely because electronic
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EU Distance Selling
Directive

= Consumer Protection Directive

= Trumpsany choice of law clausein a License (e.g. overrides
a shrink-wrap license

= Countriesarebeginning to implement the Directive into
national legidation
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Drafting Considerations:
Dispute Resolution

= Submission to jurisdiction
= “Local” litigation —“am | in hell yet?”
= Arbitration
= must have properly written clause
= must consider governing authority
= Enforcement issues
= No panaceas
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Compliance Issues

= Allocate/assume responsibility for compliance with
USlaw

= Allocate/assume responsibility for compliance with
Foreign law
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Payment Clauses

= USdollar payments

= Netting local taxes

= Allocateresponsbility for duties

= Consider possibility of gover nment oversight
= Consder possibility of exchange controls
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Some Key Considerations

= Licenseshould providefor protection of IP

= Licenseshould provide allocate responsibility for local law
requirements

= Licenseshould include disclosures/representations of key
matters

= License should include promisesfor compliance with US law
= Licenseshould takeinto account tax conseguences

= Licenseshould takeinto account payment limitations

= Licenseshould have appropriate enfor cement mechanisms,
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“The most likely way for the world to
be destroyed iIs by accident. That's
where we come In; we're [legal]
professionals. We cause accidents.”

--Nathaniel Borenstein (paraphrased!)
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