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STRUCTURE/HEADS OF AGREEMENT OF A TYPICAL INTERNATIONAL
LICENSING CONTRACT - PATENTS COMBINED WITH KNOW-HOW

Brian Cronin, European Patent Attorney, Chartered Patent Agent,

Agreements for the licensing of patents together with the know-how needed to put them into
practice are perhaps the most significant instruments for the transfer of new technology at the
present time.

When the effective exploitation of one or more patents depends upon technical information
and expertise developed by the owner, and when the owner lacks the resources to exploit the
global market, licensing the patents and know-how can be used as a means of achieving
maximum profit. This involves the creation of a licensing policy, the choice of licensing
partners and coming to a "deal".

It then becomes necessary to express the agreement in a formal license contract, and this is
what I would like to discuss in more detail: the structure of a typical international license
contract covering patents & know-how and especially the substantive clauses of such an
agreement. We will be considering the various clauses of the contract as well as drafting
techniques. My aim is to illustrate how drafting the contract can promote the success of the
venture, without neglecting the importance of the contract in the event of difficulties or
failure.

Patent & know-how license contracts vary considerably from one to another but they usually
conform more or less to the following typical structure:

1) INTRODUCTION: preliminary points that help set the scene for granting of the license:
-Heading/Title
-Identification of Parties
-Preamble
-Warranties
-Definitions

2) SUBSTANTIVE: the action part of the contract - the scope of the activities covered by the
license and the delivery and updating of know-how:

-License/Rights granted

-Retained Rights/Reservations/Exceptions to Exclusivity

-Conditions to Maintain Exclusivity

-Sub-Licensing

-Transfer of Know-How

-Training/Technical exchange

-Supply of Goods/Components

-Performance Guarantees
-New Developments
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3) TERMS/CONDITIONS/OBLIGATIONS each party must respect for successful operation
of the license:
-Royalties/Payments
-Restrictions (Non-competition/export,...)
-Undertakings (Best Efforts)
-Defense against patent infringement
-Infringement by third parties
-Patent Maintenance
-Patent Marking
-Confidentiality
-Trademarks

4) ADMINISTRATION: the mechanics necessary for smooth running of the contract, even in
case of dispute.
-Royalty reports
-Inspection
-Notices
-Transferability
-Duration/Termination
-Applicable Law
-Disputes/Arbitration
-Amendments/Full Agreement
-Approval/Recordal

5) APPENDICES: documents which are too bulky or inconvenient to include in the contract,
or which may need periodic updating, or which may have to be included at the last moment.
-Lists of Patents etc.
-Materials making up the know-how

This list covers most of the clauses in a typical patent/know-how license contract arranged in
a sequence which does not necessarily represent standard practice. For instance, it is usual to
deal with the conversion of an exclusive license to non-exclusive with the provisions on
royalty or termination. But for our purposes, it is convenient to group this with the substantive
clauses dealing with the grant of exclusive rights and the exceptions to exclusivity. Obviously,
some of the headings are optional and can be omitted in any given case, and other clauses can
be included where appropriate.

I would like to use as theme the situation where the technology owner is proposing an
exclusive license to several licencees in different territories. The license therefore has to be
suitable for different jurisdictions, possibly with special clauses to cope with legalities
peculiar to any given terrritory - for example a mechanism for official approval.

Let's now examine the typical contract point-by-point, starting with the introductory clauses.
Points on drafting style and different structures can be dealt with as we go along.
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Heading/Title

This usually presents little problem. The simple designation "LICENSE AGREEMENT" is
adequate. Sometimes it's convenient to include the territory or the product name as part of a
descriptive title e.g. "PATENT & KNOW-HOW AGREEMENT - PEAR BOTTLING
TECHNOLOGY - EEC".

But a patent/know-how license may be concealed in another type of contract, for example an
exclusive distribution agreement so don't allow the title to mislead you.

Identification of Parties

In the remaining clauses I will assume the technology owner has been identified as
"NewTECH" and the licensee as "BuyTECH". It's usually best to identify both parties by a
distinctive abbreviated form of their name, instead of using impersonal terms such as
"LICENSEE". It's very easy to do this with word processors.

Preamble

The preamble, sometimes called "recitals", may state the purpose and objectives of the parties
in entering the agreement and the business background of the parties. The preamble
traditionally begins with an opening such as WITNESSETH and the following clauses start
with WHEREAS. The preamble typically ends with words like "The parties have agreed as
follows" or "NOW THEREFORE in consideration of the premises and of the mutual
covenants and conditions herein contained the parties hereto have agreed and do hereby agree
as follows:". In an international contract for use in different countries, simple wording is often
best.

There have been proposals to do away with WHEREAS clauses and other archaic preamble
phraseology, instead using streamlined wording which is supposed to give a modern look, for
instance:

BETWEEN New Technology Corporation,...,(NewTECH) and Buy Technology
Limited ...(BuyTECH), it is agreed as follows:

This style unfortunately lends itself to blurring the distinction between what the parties agree
upon and what is a matter of fact ("ARTICLE 1. NewTECH is the owner of U.S. Patent No...
). There is no need to portray such facts as though they owed their existence to an agreement
between the parties. The old-fashioned preamble offers a more appropriate place for
introducing basic facts.
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Warranties

Warranties are important in patent/know-how licenses. Some may be included in the
introduction, for instance:

°to establish that the technology owner has the right to license even if he is not the
registered proprietor of the patent.

°to confirm that the licensed right has not already been licensed to others.

°to establish the existence/possesion of the know-how if it has not already been
disclosed to the licensee.

Warranties are sometimes requested for the validity of patents, but in my view should not be
given. Nowadays, the licensee must be allowed to challenge a patent's validity and that
freedom should be enough.

Warranties are often conveniently included in WHEREAS clauses in the preamble or recitals.
Other warranties (performance etc.) can come later.

Definitions

Introducing definitions of various terms is useful, not only from the point of view of avoiding
ambiguity and inconsistencies, but also as a tool to streamline drafting. It enables repetitive
use of a term such as "Cumlative Net Sales" to convey a complex concept which is set out in
full only once. Also, it facilitates the assembly of standard clauses all using standard terms
like "The Territory" and "Licensed Technology". It suffices to insert one definition of each
term appropriate to the license being drafted. The defined terms should be consistently
identified: The Territory, THE TERRITORY, etc.

Definitions are often included in ARTICLE 1, immediately after the "agreement" wording.
Placing all the definitions together near the front is helpful for readers of the contract. It
makes good sense to begin by agreeing upon definitions to be used throughout the contract.

As far as possible, each definition should be self-contained. Excessive cross-referencing of
definitions (especially reference to terms that have not already been defined) is to be avoided.
Some terms frequently defined in patent & know-how license contracts are:

"Licensed Patents"
"Technical Information"
"Know-How"
"Licensed Products"
"Net Sales Price"
"Related Company"
"The Territory"
"Technical Field"



Page 6

Basically there are two different types of definition:
Identifiers/Abbreviations:

"Licensed Patents" means the patents listed in Appendix A to this Agreement and
patents issuing from the patent applications listed in Appendix B to this Agreement.

Qualifiers/Technical Scope:

«Bottled Pear» means a pear grown in a narrow necked glass container inclusive of the
cork or other closure means but excluding any alcoholic contents of the container.

These definitions get to the crux of the matter. They quantitatively and qualitatively affect the
scope of the license. For instance, suppose the royalty is a percentage of the sale price of a
Bottled Pear, obviously whether the alcohol is included or excluded is going to make a big
difference.

Some of the definitions can already be formulated at the outset. Others may only become
necessary as points are dealt with during drafting or redrafting the Agreement. In short
contracts, it may be more efficient simply to introduce definitions the first time the word
appears.

By initially structuring the Agreement into separate titled paragraphs in a reasonably logical
sequence and using a uniform decimal or alphabetical identification of sub-paragraphs (with
standardised indentation etc), the agreement's modular structure lends itself to allowing
revisions and improvements without major upheaval or too much renumbering (important for
cross-references).

Substantive Clauses

Having set out the most important definitions it is possible to set out the substantive clauses
beginning with the grant of rights.

In a combined patent and know-how license, it is possible to combine the grant of rights in a
single clause, e.g.

NewTECH hereby grants to BuyTECH an exclusive license to manufacture products
covered by the Licensed Patents in the Territory, to manufacture products using
NewTECH Know-How in the Territory and to place these products on the market in the
Territory by sale or by lease.

Often, it is preferred to split the grant of know-how and patent rights. This may be to
differentiate between the rights (e.g. non-exclusive for know-how, exclusive for patents; paid-
up license for know-how, royalty-bearing for patents; different sub-licensing rights; different
durations; difference between the know-how and patent coverage). For instance:
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a) NewTECH hereby grants to BuyTECH a fully paid-up non-transferable exclusive
license to use NewTECH's manufacturing Know-How in perpetuity to manufacture
Licensed Products solely in BuyTECH's plants in the Territory;

b) NewTECH hereby grants to BuyTECH a royalty bearing, non-exclusive license
under the Licensed Patents, including the right to grant sub-licenses, to make, use, sell
and otherwise exploit Licensed Products in the Territory;

The patent right generally covers "manufacture, sale and use": When a full license is granted,
the parties sometimes feel more comfortable with extra wording such as "to manufacture, sell,
lease, distribute, install, repair, use and otherwise exploit" to make it clear that all predictable
activities are covered. Whenever making an extensive list, always include a catch-all like "and
otherwise exploit".

Some inventions, like a method of carrying out an industrial process, naturally lend
themselves to limited licenses i.e. manufacture and in-house use only, with no right to sell.
Therefore, the formulation of the grant clause may need careful consideration of the patent
coverage.

The grant of a patent license may sometimes be implicit. This may be the case when a product
is covered by a package of patents, and a patent license is concealed in a hold-harmless
clause. In cases like this, payments may be associated with the know-how license and with the
supply of technical assistance or equipment etc., and the patents are merely used defensively,
i.e. freedom under the patents (a free license) as long as the know-how license remains in
force (by payments).

Another situation is where there is no granted patent when the license is signed. Here, the
contract may simply include an obligation to give a license under any future patents.

Exclusivity is a sensitive point and is often central to the value of the license. Traditionally
classification covers three cases :

°Exclusive (where the licensor forfeits any right to exploitation or to grant other
licenses),

°Sole (where the licensor alone retains a right of exploitation, but cannot grant other
licenses), and

°Non-exclusive (where the licensor can exploit and grant other licenses).

Developments in the EC have led to the perception of erosion of the exclusive rights under
patents. It is becoming all the more necessary for contracting parties to agree upon the "degree
of exclusivity" of the license. This can be done by granting an exclusive license subject to
reservations or exceptions, or by using open language that allows the erosive effect of legal
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developments to take place without including counter-measures (restrictive conditions). This
can be illustrated by examples:

NewTECH hereby grants to BuyTECH, subject to
- the provisions of this Agreement .. , or
- a reserved non-exclusive license for NewTECH ..., or
- existing non-exclusive licenses granted to ... ,

an exclusive license to ....

The provisions of the Agreement can qualify or dilute exclusivity in a number of ways: its
duration, making exclusivity subject to continued payment of royalties with possible
conversion to a non-exclusive license or termination for lack of performance, allowing the
licensor to retain rights (for example a right to continue in-house use or a right to supply if the
licensee is unable to meet a market demand or supply to a particular customer). An exclusive
license with a reservation for the licensor corresponds to a "sole" license. Similar reservations
can cover previously granted non-exclusive licenses or can leave a limited right to grant
licenses.

Field-of-use limitations are another way of giving limited exclusivity, e.g a pharmaceutical
use of a chemical composition as opposed to veterinary use.

EC anti-trust law relating to the free movement of goods has created problems with granting
truly exclusive sales rights in different member countries. Nevertheless a grant of exclusive
rights can be made to manufacture in the territory and to sell the manufactured goods there or
"put them on the market", leaving open the question of export rights and sale in the territory
of imported goods. Providing both licensor and licensee have an idea what the licensor can
and cannot do to protect the licensees exclusivity, an "open" agreement may be sufficient.
Possible restrictive conditions will be briefly dealt with later.

Exclusivity is usually important where the licensed products may be subject to competition on
the market; in this case exclusivity becomes a major consideration in the license and must be
carefully handled in the contract. Non-exclusive licensing - which is more likely to be
acceptable for industrial processes - is easier to handle in the contract.

Sub-Licensing

Rights to grant sub-licenses need special care for exclusive licenses combining patents and
know-how. It is questionable whether an exclusive patent license can be granted without the
right to sublicense. On the other hand, this may be reasonable for know-how. The contract
may therefore draw a distinction. Or it is possible to allow sub-licensing only with the
licensor's permission, in particular concerning the financial conditions.

Consider the special case of an exclusive license confined to sublicensing, in other words
where the main licensee does not manufacture or sell products. Here, it is usually
straightforward to agree on revenue splitting. It is when the main licensee will potentially be
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in competition with its sub-licencees that it may be more difficult at the outset to find a
mutually acceptable arrangement. Some ways of settling this are:

a) the main licensee pays the owner the same royalty on its own products or sub-licensed
products;

b) revenues from the sub-license are split; or

¢) sub-licensing is allowed only with the owner's permission (leaving the financial details to
be worked out later).

Transfer of Know-How

The know-how may already be disclosed to the prospective licencee under a secrecy
agreement. If so, it should be easy to identify it. Otherwise, the contract has to provide for the
transfer of know-how. This involves identifying the types of materials to be transferred (plans,
drawings, specifications, instruction manuals...) and a timetable for delivery. The transfer of
know-how may also include training and the supply of technical support materials. Care
needs to be taken when the technical support includes a mixture of confidential and non-
confidential information.

If the contract is relying on the know-how license to support a royalty stream, it is especially
important to identify and keep track of the confidential elements.

From the Licensor's perspective, it is very important to quantify the amount of training etc
included in the price.

It is fashionable to provide for the ongoing exchange of technical information, for example by
periodic meetings and the exchange of reports. Simple wording is usually sufficient here to
allow the parties some flexibility in making the arrangements:

BuyTECH personnel shall meet NewTECH personnel at least twice a year while this
Agreement is in force for the exchange of technical information relating to NewTECH
Technology. For these meetings, each party will bear its own travel, lodging and
subsistence expenses.

This type of arrangement is not entirely satisfactory from a purely legal standpoint because it
easily leads to the situation where the parties lose track of things and especially ownership of
the know-how. However, such exchanges of technical information are becoming more and
more necessary nowadays to keep at the forefront and this is usually considered much more
important than having legal certainty with sterile technology.

Supply of Goods

The agreement may also involve the supply of needed goods or equipment. Two points
requiring attention are:
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°avoiding forced tie-ins of staple commercial products and items unrelated to the
contract; and

°the possiblity of making the license agreement a subsidiary aspect of another type of
contract (sale/leasing of products, or distributorship).

Performance guarantees

Performance guarantees may be an essential ingredient, especially if the payments are based
on a financial saving over existing or competing technology. In this case it is necessary to
give complete technical specifications - possibly in an Appendix to the agreement - and define
the licensor's obligations to provide the necessary technical support. There may be financial
penalties if the performance is not achieved. Licensors operating this way need to be entirely
confident both of their technology and their ability to transfer it.

But more often than not, the licensor will decline to guarantee performance, sometimes by
giving a pseudo-warranty:

NewTECH warrants that to the best of its knowledge the Technical Information is
believed to be correct but makes no warranties in respect of and shall not be liable in
any respect for operation, performance or serviceability of the Technical Information in
connection with Licensed Products manufactured by BuyTECH.

New Developments

The ownership of and the rights to use ongoing developments - patented or not - also needs to
be addressed in the contract. Here a distinction is often drawn between "supporting"
improvements to the licensed product covered by the licensed patents and new developments
forming a new product line falling outside the licensed patents. For this, the key parts of the
contract may be the definitions given at the outset to "Licensed Product", "Technical Field"
and so on.

There can be a wide divergence of opinion between the licensor who would like automatic
grant-back of exclusive world-wide rights and the licencee who expects to keep his own
improvements yet have all the licensor's future improvements without paying more. On points
like this, the EC block exemptions can be helpful in arriving at a compromise, such as:

NewTECH shall keep BuyTECH informed of ongoing developments to NewTECH
Technology made while this Agreement is in force and BuyTECH will be offered the
right to exploit such developments in the Territory subject to the continued payment of
royalties.

If BuyTECH makes improvements to NewTECH Technology while this Agreement is
in force, NewTECH shall be granted a royalty-free non-exclusive license to exploit such
improvements outside the Territory and with the right to grant sub-licenses.
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That covers the main substantive points in the license grant. Next come the terms, conditions
and obligations each party must respect for successful operation of the license.

Royalties

Standard royalty clauses set out the percentages and details of the payments. But the amount
paid will depend on the royalty base which may be Gross Income, Sales Price or
Manufacturing Cost, the price of an entire product or sub-assembly, fixed unit price, or an
added value. The exact definition of the royalty base - often set out in the initial definitions -
may therefore have a major impact on the financial transaction. Therefore, these definitions
should be carefully considered along with the % figure.

Also, of course, the royalties are but one aspect of the financial transaction. In an international
licensing scheme, in some countries the financial structure of the contract will have to be
established as a function of, or be amended to comply with, local practices for the approval of
fund transfers or taxation.

In a patent & know-how license there is ample flexibility to spread the payments between
option fees, down payments, running royalties etc and possibly to apportion the amounts
between patents, know-how and technical assistance. Apportionment is becoming a necessity
for those who expect to continue paying royalties after patent expiry. This is likely to be
feasible when the contract is signed quite near to expiry, say with 4 or 5 years to go. But
many patent & know-how licenses are entered into at an early stage and the know-how is
mainly for start-up and much of it is unlikely to remain confidential for 20 years. In such
cases, it would be wishful thinking to expect royalties to keep flowing eternally. And making
an arbitrary split of royalties, say 50-50, at the outset could be embarrasing later. For example
it could influence the calculation of damages payable by a patent infringer.

Remember too, the patent monopoly covers manufacture, sale and use. When the license
covers an industrial use, e.g. chlorine production, the royalties can be related to this use (eg
per ton of chlorine using a patented anode).

The royalty base must be compatible with the scope of the rights granted. Take the sailboard
as an example: if the patent covers only the rig, the royalties should be based on the rig, not

the rig and sailboard together.

Restrictive Conditions

The Windsurfing case also gave an illustration of various restrictive clauses considered
improper under EC law. My standpoint is that a properly constructed patent and know-how
license without any restrictive clause can be very successful. If restrictive clauses are needed
(usually to compensate a flaw in the set-up: licensor & licencee in competition; only part of
the territory covered by patents; unsatisfactory patent scope) then these have to be carefully
formulated under the local law possibly using the block exemptions for inspiration in the EC.
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Black-looking clauses can be laundered so that upon careful reading they are seen to be white.
For example, clauses which automatically prolong a license by adding new patents are
blacklisted in the EC. By slipping in "unless Licensee declines to receive the benefit thereof™
the adding of new patents is no longer automatic.

For patents, the licensor can rely on his patent rights ouside the licensed territory to prevent or
limit exports. If desired, this can be written in as follows:

This agreement imposes no obligation on BuyTECH to refrain from activities outside
the scope of the license granted, provided however that no rights are granted by this
Agreement in respect of any patents of NewTECH outside the Territory.

If there are other restrictive obligations, eg the know-how clause below, the above clause can
begin: "Except as provided in paragraph xx.."

Because know-how does not enjoy the same legal protection as patents, a contractual
limitation forbidding misuse of the know-how outside the agreement may be wanted. For
example, it would be desirable to preclude use of the know-how to make competing products
especially products made by designing around the patent. Or not to use the know-how outside
the territory, for instance for production in a patent-free country for supply to other non-patent
countries. A sample wording is:

For the duration of this Agreement [+ x years, or a fixed term] BuyTECH shall not,
without the prior written consent of NewTECH, use NewTECH's Know-How for any
purpose other than the manufacture of Licensed Products in the Territory.

A more discreet way of including such a restriction is to include it in the secrecy obligations.
Or if the know-how has been disclosed under a secrecy agreement with a non-use clause, the
same effect can be obtained by keeping the secrecy agreement in force.

Best Efforts

Clauses requiring the licencee's best efforts are legally uncertain. Nevertheless, paragraph 3.3
of the EC patent licensing blacklist recognises them by the wording "without prejudice to an
obligation on the licensee to use his best endeavours to exploit the licensed invention". An
ambitious licensor will place emphasis on best efforts and insist on positive wording:

"As an essential part of the consideration for the grant of this license, Licensee shall
actively engage in promoting widest possible sale of Licensed Products in the
Territory".

There is no doubt in my mind that best efforts - however the concept may be incorporated in
the contract - is an essential ingredient of the most successful licensing ventures. Like the
DSA® which captured the world market as a result of the technical superiority of the product,
good patent protection and the incentives for full exploitation provided by the licensing set-

up.
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Patent Infringements

The greater the success of the licensing arrangement, the greater the likelihood of having to
face up to infringements. Drafting mutually acceptable clauses to cope with this is one of the
most difficult parts of the contract because there is no exact way of relating the different
interests of the parties and the liabilities they face. But first let's consider a different aspect of
the problem: what to do if the licensee or one of its customers is sued for infringement of
someone else's patent or is threatened with such action.

Sometimes the licensor is in no position to cover this risk which has to be assumed by the
licensee. This can be dealt with in a waiver or "pseudo-warranty" or can simply be left out. Of
course the value of the license may as a result be reduced. And this may need to be coupled
with protections for the licensee: the possibility of easy termination to avoid minimum
payments etc.

At the other end of the scale, the licensor may assume the entire risk. The danger here is that
the licensee has little incentive to minimise legal expenses which can easily get out of the
licensor's control.

Sharing of the risk is a sign of a healthy relationship.

When the licensor accepts liability some safeguards should be included:
° set a limit on the licensor's liability (eg relate it to royalties paid).

© allow for the possible supply of alternative non-infringing technology instead of
defending a lawsuit.

° make damages due to a third party reimbursable only by offsetting against future
royalties or up to a given fraction of future royalties.

° limit the liability eg by excluding damages for loss of profit.

° if the licensor assumes full defense, require the licensee to assist in the defense and
bear its own costs and expenses.

Dealing with infringements of the licensed patents should also preferably be subject to a
sharing arrangement. The problem is that the benefit of the action - preserving the licensee's
market exclusivity or share - goes essentially to the licensee while the risk of patent
invalidation (even if the market position is preserved during the litigation) is very serious for
the licensor. A good arrangement will keep the patent owner reasonably in control, confine
the licensor's obligations (or licensee's options) to take legal action to cases where the
infringement is a substantial problem (e.g. a virtually identical product which is a real danger
on the market) and provide a sharing of costs and benefits in line with the two parties
interests. Often, the royalty corresponds to 20-30% of the licensor's profit and it would
therefore be reasonable to share the licensor/licensee litigation committment in a ratio from
1:5 to 1:2. In practice,the licensor's share is often higher.
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It is also possible to provide a cascade of possibilities, firstly action by the licensor, then
action by the licensee if the licensor declines to go ahead etc. The basic problem is that it is
virtually impossible when the contract is drawn up to forsee such events several years later.
Most usually, both parties have to get together and work out a plan of action; the contractual
arrangements really serve more as a guide and it may sometimes by advantageous to depart
from them. This can be encouraged in the contract by preceding the specific committments by
: "Unless the parties agree otherwise, ...". So this is another instance where the contract needs
to remain quite flexible.

Patent Maintenance

Patent maintenance is often so straightforward that there is no need to mention it in the
contract: it's clearly the patentee's responsibilty and he will suffer the consequenses if the
patent is allowed to lapse.

When a packet of patents is licensed, things are slightly different. As the years go by, more
and more patents are included and the maintenance costs snowball. Therefore it's healthy to
provide a mechanism for dropping patents of lesser interest with an approvals mechanism that
can be administered effectively. One way of doing this is allow the licensee an option to take
over the costs of maintaining patents that the licensor no longer wishes to support.

Also, if the licensee is to assume any responsibility for patent prosecution or maintenance,
this should be spelt out in the contract.

Patent Marking

Patent marking can be an important marketing tool and may effect the recovery of damages in
infringement proceedings. If this is of importance for the licensed products, marking can be
required by the contract.

Confidentiality

The grant of a know-how license must be associated with confidentiality provisions - in the
contract itself or in a separate document such as a secrecy agreement covering a preliminary
disclosure. Although know-how may include some published materials or may involve a
combination of known elements, only confidential know-how is proper subject matter for
licensing. In addition to the standard legal wordings in the contract, consideration should be
given to including special instructions to conserve the secrecy of critical elements, eg keeping
formulae in a locked safe with limited access. This can be done in an Appendix along with
details of the secret materials.

Confidentiality can be maintained beyond termination of the contract.
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It is possible to extend confidentiality beyond technical information. For example: "All
proprietary technical and economic information concerning the Licensed Products...". This
could include pricing information and even the financial provisions of the Agreement itself.

Trademarks

The contract may either specify that the Licensor's trademarks may or may not be used. If a
trademark license is offered, it's usually best to deal with this in a separate agreement setting
out the necessary quality control provisions and so forth. Also, as a rule the licensee should be
free to use his own trademark or at least identify himself as the producer (EC patent licensing
regulations 1.1.7) so that the trademark cannot be used as a forced way of extending the
patent lifetime.

Administrative Provisions

For the administrative part, mostly standard "boiler plate" clauses can be used, but taking care
to adapt them to the main body of the Agreement. Special care will be needed to choose
termination clauses, and the conditions of transfer may need to be adjusted to possible
definitions of related companies and to the terms of the license grant.

Appendices

Materials listing the estate of licensed patents or details of know-how are conveniently
incorporated in Appendices to the Agreement. Separating materials in this way can be helpful
in preparing the Agreement for signature at the last minute.

It follows from the above that a patent and know-how license contract requires careful
attention to the individual clauses and the way they fit together with one another to produce a
coherent document. Usually the drafting process will involve a series of drafts that are
submitted to critical review by both sides and progressively evolve to the final contract. The
outlined modular structure facilitates the necessary changes during drafting so that the final
document, hopefully, will provide a proper legal framework for the succesful implementation
of the license.





