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Recent court decisions at
EU-level
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Genentech (C-567/14) — CJEU - 2016

Patent royalties due when patent revoked or not infringed

Clause: "Licensee shall pay a running royalty for the duration of the agreement, equivalent
to X% of the net sales of the finished products by licensee."

« What in the event of the revocation or non-infringement of the licensed patent?

» Contrary to art. 101(1) TFEU? (prohibition of agreements that could constitute restrictions
to competition)

NO,
provided that licensee is free to terminate agreement by giving reasonable notice

« Rationale
e Conclusion: Clause = effective
* Consequences
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Pay-for-delay in the pharmaceutical sector, patent-related
agreements under competition law scrutiny

+ Agreements between originators and generics to postpone generic entry on the market and share the
continued monopoly rents

* Lundbeck (T-472/13) — GCEU - 2016 (appeal pending)

+  Contrary to art. 101(1) TFEU? (prohibition of agreements that could constitute restrictions to
competition)

YES

Even if the effect of the agreement equals successful enforcement of I
patent rights through litigation

* Conclusion: fines imposed on companies

* Options: compliance training, no transfer of value
* Scope of the decision

* Servier (T-691/14) — 2018 (appeals pending)

*  GSK(C-307/18) - pending
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UsedSoft (C-128/11) - CJEU - 2012

Exhaustion and legal protection of computer programs

Clause: "With the payment for services, you receive, exclusively for your internal business
purposes, for an unlimited period a non-exclusive non-transferable user right free of charge for
everything that X develops and makes available to you on the basis of this agreement."

Is the distribution right of a cogy of a computer dprogram exhausted where the acquirer has
made a copy with the right holder's consent by downloading the program from the internet?

YES,

downloading a software & entering into a license agreement granting the right to use the copy
for an unlimited period in return for payment of a fee = a sale

- exhaustion
Conclusion: Clause # effective

Consequences ®
Tom Kabinet, C-263/18 : digital exhaustion of e-books?
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Coty (C-230/16) — CJEU - 2017
Selective distribution and online market restrictions

Prohibition to authorized distributors in a selective distribution system of luxury goods
from using — in a discernable manner — third-party platforms for the internet sale of the
contract goods, in order to preserve the luxury image of the contract goods.

Restriction of competition pursuant to art. 101(1) TFEU? ’

&

NO,
lawful if Metro (C-26/76) criteria are met

» Conclusion: Clause = effective

« Marketplace bans

« Scope of the decision: only luxury products? Other restrictions in online environment?
» Review of Vertical Block Exemption Regulation
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Recent EU legislative
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"Best-seller" clause - new Copyright directive — art. 20
In light of Dutch and Polish case law

Mandatory adjustment mechanism at EU level when a remuneration turns out to be
disproportionally low compared to all the subsequent relevant revenues

Author's right to elaim additional, appropriate and fair remuneration
No derogation possible by means of a contract

Consequences: remuneration accepted by contract might change during the exploitation
of the work

Uncertainties

National case law (Netherlands, Poland)
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. Recent court decisions at
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Evolution of compulsory licenses
In light of Raltegravir decision (Germany)

* Art. 31 TRIPS Agreement

« Authorization by government to use patented technology without the consent of patent
holder

« Almost all EU countries: compulsory license provisions

* Germany, Federal Supreme Court (2017) Raltegravir
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Bankruptcy : consequences on existing license agreements

* Dutch Supreme Court, 23 March 2018, Credit Suisse v. Jongepier qq
« Trustee has no authority to revoke a granted license in case of bankruptcy.
 Comm. Court Brussels, 5 December 2016, "Karlie"

« License is not automatically terminated in case of
bankruptcy

« Varies from country to country
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Brexit

English contract law does not derive from EU law
* Content of English contract law not affected
» Practical enforcement of contracts governed by English law may change

Audit contracts
« Territory, exclusivity, payment, termination
» Trigger for force majeure, suspension, material adverse change ?
* Change control event?

UK High Court — 2019

Key: flexibility
Guidance: IP and Brexit

Degree of change
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https://www.gov.uk/government/publications/ip-and-brexit-the-facts/ip-and-brexit
https://www.gov.uk/government/publications/ip-and-brexit-the-facts/ip-and-brexit
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Background slides — EU Decisions

* Genentech, C-567/14

* Lundbeck (T-472/13)

» Servier (T-691/14)

« UsedSoft (C-128/11)

» Tom Kabinet (C-263/18) - pending
« Coty (C-230/16)

* Metro (C-26/76)
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http://curia.europa.eu/juris/document/document.jsf?text=&docid=181463&pageIndex=0&doclang=en&mode=lst&dir=&occ=first&part=1&cid=11115568
http://curia.europa.eu/juris/document/document.jsf?text=&docid=181463&pageIndex=0&doclang=en&mode=lst&dir=&occ=first&part=1&cid=11115568
http://curia.europa.eu/juris/document/document.jsf?text=&docid=181463&pageIndex=0&doclang=en&mode=lst&dir=&occ=first&part=1&cid=11115568
http://curia.europa.eu/juris/document/document.jsf?text=&docid=183148&pageIndex=0&doclang=en&mode=lst&dir=&occ=first&part=1&cid=11116039
http://curia.europa.eu/juris/document/document.jsf?text=&docid=183148&pageIndex=0&doclang=en&mode=lst&dir=&occ=first&part=1&cid=11116039
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http://curia.europa.eu/juris/document/document.jsf?text=&docid=183148&pageIndex=0&doclang=en&mode=lst&dir=&occ=first&part=1&cid=11116039
http://curia.europa.eu/juris/document/document.jsf?text=&docid=208862&pageIndex=0&doclang=FR&mode=lst&dir=&occ=first&part=1&cid=11197851
http://curia.europa.eu/juris/document/document.jsf?text=&docid=208862&pageIndex=0&doclang=FR&mode=lst&dir=&occ=first&part=1&cid=11197851
http://curia.europa.eu/juris/document/document.jsf?text=&docid=208862&pageIndex=0&doclang=FR&mode=lst&dir=&occ=first&part=1&cid=11197851
http://curia.europa.eu/juris/document/document.jsf?text=&docid=124564&pageIndex=0&doclang=EN&mode=lst&dir=&occ=first&part=1&cid=11116091
http://curia.europa.eu/juris/document/document.jsf?text=&docid=124564&pageIndex=0&doclang=EN&mode=lst&dir=&occ=first&part=1&cid=11116091
http://curia.europa.eu/juris/document/document.jsf?text=&docid=124564&pageIndex=0&doclang=EN&mode=lst&dir=&occ=first&part=1&cid=11116091
http://curia.europa.eu/juris/document/document.jsf;jsessionid=9ea7d2dc30ddae2ce597207145f98ebab5523cf538b3.e34KaxiLc3qMb40Rch0SaxyOax10?text=&docid=204660&pageIndex=0&doclang=en&mode=doc&dir=&occ=first&cid=438637
http://curia.europa.eu/juris/document/document.jsf;jsessionid=9ea7d2dc30ddae2ce597207145f98ebab5523cf538b3.e34KaxiLc3qMb40Rch0SaxyOax10?text=&docid=204660&pageIndex=0&doclang=en&mode=doc&dir=&occ=first&cid=438637
http://curia.europa.eu/juris/document/document.jsf;jsessionid=9ea7d2dc30ddae2ce597207145f98ebab5523cf538b3.e34KaxiLc3qMb40Rch0SaxyOax10?text=&docid=204660&pageIndex=0&doclang=en&mode=doc&dir=&occ=first&cid=438637
http://curia.europa.eu/juris/document/document.jsf;jsessionid=9ea7d2dc30ddae2ce597207145f98ebab5523cf538b3.e34KaxiLc3qMb40Rch0SaxyOax10?text=&docid=204660&pageIndex=0&doclang=en&mode=doc&dir=&occ=first&cid=438637
http://curia.europa.eu/juris/document/document.jsf;jsessionid=9ea7d2dc30ddae2ce597207145f98ebab5523cf538b3.e34KaxiLc3qMb40Rch0SaxyOax10?text=&docid=204660&pageIndex=0&doclang=en&mode=doc&dir=&occ=first&cid=438637
http://curia.europa.eu/juris/document/document.jsf;jsessionid=9ea7d2dc30ddae2ce597207145f98ebab5523cf538b3.e34KaxiLc3qMb40Rch0SaxyOax10?text=&docid=204660&pageIndex=0&doclang=en&mode=doc&dir=&occ=first&cid=438637
http://curia.europa.eu/juris/document/document.jsf?text=&docid=197487&pageIndex=0&doclang=en&mode=lst&dir=&occ=first&part=1&cid=11116280
http://curia.europa.eu/juris/document/document.jsf?text=&docid=197487&pageIndex=0&doclang=en&mode=lst&dir=&occ=first&part=1&cid=11116280
http://curia.europa.eu/juris/document/document.jsf?text=&docid=197487&pageIndex=0&doclang=en&mode=lst&dir=&occ=first&part=1&cid=11116280
http://curia.europa.eu/juris/showPdf.jsf?text=&docid=89209&pageIndex=0&doclang=en&mode=req&dir=&occ=first&part=1&cid=11114344
http://curia.europa.eu/juris/showPdf.jsf?text=&docid=89209&pageIndex=0&doclang=en&mode=req&dir=&occ=first&part=1&cid=11114344
http://curia.europa.eu/juris/showPdf.jsf?text=&docid=89209&pageIndex=0&doclang=en&mode=req&dir=&occ=first&part=1&cid=11114344

Background slides — Legal provisions

1. The following shall be prohibited as incompatible with the internal market: all agreements between undertakings, decisions by associations of
undertakings and concerted practices which may affect trade between Member States and which have as their object or effect the prevention,
restriction or distortion of competition within the internal market, and in particular those which:

(a) directly or indirectly fix purchase or selling prices or any other trading conditions;

(b) limit or control production, markets, technical development, or investment;

(c) share markets or sources of supply;

(d) apply dissimilar conditions to equivalent transactions with other trading parties, 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 connection 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 inapplicable in the case of:

- any agreement or category of agreements between undertakings,

- any decision or category of decisions by associations of undertakings,

- any concerted practice or category 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 not:

(a) impose on the undertakings concerned restrictions which are not indispensable to the attainment of these objectives;
(b) afford such undertakings the possibility of eliminating competition in respect of a substantial part of the products in question.
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Article 2 VBER : Exemption

1. Pursuant to Article 101(3) of the Treaty and subject to the provisions of this Regulation, it is hereby
declared that Article 101(1) of the Treaty shall not apply to vertical agreements.

Article 4, b) and ¢) VBER : Hardcore restrictions

The exemption provided for in Article 2 shall not apply to vertical agreements which, directly or
indirectly, in isolation or in combination with other factors under the control of the parties, have as their
object: (...)

(b) the restriction of the territory into which, or of the customers to whom, a buyer party to the
agreement, without prejudice to a restriction on its place of establishment, may sell the contract goods or
services, (...)

c) the restriction of active or passive sales to end users by members of a selective distribution system
operating at the retail level of trade, without prejudice to the possibility of prohibiting a member of the
system from operating out of an unauthorised place of establishment; (...)
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1. Subject to the provisions of Articles 5 and 6, the exclusive rights of the rightholder within the
meaning of Article 2 shall include the right to do or to authorise:

(a)  the permanent or temporary reproduction of a computer program by any means and in any
form, in part or in whole; in so far as loading, displaying, running, transmission or storage of
the computer program necessitate such reproduction, such acts shall be subject to
authorisation by the rightholder;

(b) the translation, adaptation, arrangement and any other alteration of a computer program and
the reproduction of the results thereof, without prejudice to the rights of the person who alters
the program;

(c) any form of distribution to the public, including the rental, of the original computer program
or of copies thereof.

2. The first sale in the Community of a copy of a program by the rightholder or with his consent shall
exhaust the distribution right within the Community of that copy, with the exception of the right to
control further rental of the program or a copy thereof.
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Art. 31 TRIPS

Where the law of a Member allows for other use of the subject matter of a patent without the authorization of the right holder,
including use by the government or third parties authorized by the government, the following provisions shall be respected:

(a) authorization of such use shall be considered on its individual merits;

(b) such use may only be permitted if, prior to such use, the proposed user has made efforts to obtain authorization from the right
holder on reasonable commercial terms and conditions and that such efforts have not been successful within a reasonable period of
time. This requirement may be waived by a Member in the case of a national emergency or other circumstances of extreme urgency
or in cases of public non-commercial use. In situations of national emergency or other circumstances of extreme urgency, the right
holder shall, nevertheless, be notified as soon as reasonably practicable. In the case of public non-commercial use, where the
government or contractor, without making a patent search, knows or has demonstrable grounds to know that a valid patent is or will
be used by or for the government, the right holder shall be informed promptly;

(c) the scope and duration of such use shall be limited to the purpose for which it was authorized, and in the case of semi-conductor
technology shall only be for public non-commercial use or to remedy a practice determined after judicial or administrative process to
be anti-competitive;

(d) such use shall be non-exclusive;
(e) such use shall be non-assignable, except with that part of the enterprise or goodwill which enjoys such use;
(f) any such use shall be authorized predominantly for the supply of the domestic market of the Member authorizing such use;

(g) authorization for such use shall be liable, subject to adequate protection of the legitimate interests of the persons so authorized, to
be terminated if and when the circumstances which led to it cease to exist and are unlikely to recur. The competent authority shall
have the authority to review, upon motivated request, the continued existence of these circumstances;
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Art. 31 TRIPS

(h) the right holder shall be paid adequate remuneration in the circumstances of each case, taking into account the economic value of
the authorization;

(i) the legal validity of any decision relating to the authorization of such use shall be subject to judicial review or other independent
review by a distinct higher authority in that Member;

(j) any decision relating to the remuneration provided in respect of such use shall be subject to judicial review or other independent
review by a distinct higher authority in that Member;

(k) Members are not obliged to apply the conditions set forth in subparagraphs (b) and (f) where such use is permitted to remedy a
practice determined after judicial or administrative process to be anti-competitive. The need to correct anti-competitive practices
may be taken into account in determining the amount of remuneration in such cases. Competent authorities shall have the authority
to refuse termination of authorization if and when the conditions which led to such authorization are likely to recur;

(1) where such use is authorized to permit the exploitation of a patent ("the second patent") which cannot be exploited without
infringing another patent ("the first patent"), the following additional conditions shall apply:

(i) the invention claimed in the second patent shall involve an important technical advance of considerable economic significance in
relation to the invention claimed in the first patent;

(ii) the owner of the first patent shall be entitled to a cross-licence on reasonable terms to use the invention claimed in the second
patent; and

(iii) the use authorized in respect of the first patent shall be non-assignable except with the assignment of the second patent.
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"Best-seller" clause

e Directive 2019/790 on copyright and related rights in the Digital Single Market

Article 20
Contract adjustment mechanism

1. Member States shall ensure that, in the absence of an applicable collective bargaining agreement
providing for a mechanism comparable to that set out in this Article, authors and performers or their
representatives are entitled to claim additional, appropriate and fair remuneration from the party
with whom they entered into a contract for the exploitation of their rights, or from the successors in
title of such party, when the remuneration originally agreed turns out to be disproportionately low
compared to all the subsequent relevant revenues derived from the exploitation of the works or
performances.

2. Paragraph 1 of this Article shall not apply to agreements concluded by entities defined in Article
3(a) and (b) of Directive 2014/26/EU or by other entities that are already subject to the national
rules implementing that Directive.
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