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Foreword

Innovation and originality have great potential value. Whatever line of activity you are engaged in, future
success depends on them.

The last few years have seen intellectual property rights become an issue of general interest: the
smartphone “patent wars”, the introduction of digital rights management (DRM) and the rise of generic
pharmaceuticals and open-source software are just some examples that have been in the public eye.

Protecting your intellectual rights appropriately should be a top priority. Yet too many people embark on their
chosen professions without even a basic awareness of intellectual property.

This is where the universities come into play. Students, who are tending more and more to select a university
course on the basis of how it enhances their future employability, now want exposure to content on
intellectual property rights. But setting up such a course module, or even an entire course, can be daunting.
How detailed should it be? With curricula already crowded, how much time should be devoted to it? And how
about training materials?

This IP Course Design Manual has been produced by the European Patent Academy to help answer these
and many other questions. It offers a wide range of modules designed to cover all aspects of intellectual
property that could be of interest to students across all faculties and academic levels, and explains how the
modules can be delivered and linked.

When designing a hew course, suitable elements should be taken, combined, modified and — crucially —
tailored to the students' level, background and likely interest.

The European Patent Academy in Munich is an institution of the European Patent Organisation dedicated
to supporting patent-related intellectual property training across Europe. The IP Course Design Manual it has
produced is an important tool for academic institutions wishing to introduce or offer more in-depth intellectual
property education.

| would be pleased to hear of your experience with this manual, and welcome any feedback.

| wish you every success in the important endeavour of bringing intellectual property into mainstream
university teaching.

Richard Flammer
Executive Director
European Patent Academy
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Terms of use

This IP course design manual has been prepared by the European Patent Office (EPO).

The IP course design manual and any of its parts may be modified or translated on condition that the EPO is
credited as the provider of the original, and that it is clearly stated that changes have been made to the
original material, that the modified or translated version has not been authorised by the EPO, and that the
EPO shall not be responsible for the correctness of any such modified or translated version. Any other
reference to the EPO, and in particular its official logo, shall be removed from any such version.

The IP course design manual and any of its parts, as well as any modification or translation thereof, shall be
used for non-commercial purposes only.

© European Patent Organisation 2011. All rights reserved.
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Introduction

The interdisciplinary IP course design manual has
been put together to enable university lecturers
and course planners to incorporate the teaching
of intellectual property into a broad array of
disciplines - including engineering, science,
business, economics, law, social sciences and the
arts - across a range of levels, from
undergraduate to postgraduate and beyond.

The manual consists of a total of twenty-two
modules grouped into five sections, which
lecturers can mix and match according to their
requirements.

Section 1: Introductory modules

The three modules in this section provide an
introduction to IP, IP law and the history of IP law.

Section 2: IP management and
commercialisation

These eight modules should be of particular
interest to postgraduate students who plan to
work in public or private R&D, innovation
management or business management, including
marketing and commercialisation of technology,
as well as to students from other disciplines
seeking to deepen their cross-disciplinary
knowledge and skills. For those students who
have not completed module 1A or 1B, they can be
combined with the ancillary module, "IPRs in a
nutshell”.

Section 3: IP law

These four modules - "IP contracts", "IP and
competition law", "International IP law" and "IP
litigation" - cover topics which are of interest to

Intellectual property - Introduction

law students in general, as well as those wishing
to specialise in IP. They require a knowledge of IP
equivalent to module 1B.

Section 4: IP law and management for
specific disciplines

This section includes one self-standing module
each for computer scientists, biotech specialists,
students of music and the arts, and industrial
designers. The modules look at the IP laws
relevant to each field, as well as the management
and commercialisation of IP.

Section 5: Student projects

Using the modules in section 5, students and
researchers at postgraduate/advanced level are
encouraged to apply what they have learnt to a
practical research project on the topic of "IP and
environmentally sound technologies".

Each module in this manual starts with an
overview of the main topics included, as well as
the learning objectives, target audience, prior
knowledge required, related modules, teacher
profile and suggested duration. A detailed topic
guide follows. The manual does not deliver the
teaching material itself, but provides a full list of
suggested topics, along with comments,
references and links to related information.

The manual also includes a list of the main legal
texts referred to and the acronyms and
abbreviations used, information about IP courses,
training and source material worldwide, and a
handy table showing all the modules at a glance.

For the sake of simplicity, intellectual property is
referred to as "IP" throughout the manual.
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Modules at a glance

Section 1: Introductory modules

A. Introduction to IP
B. Introduction to IP law
C. History of IP

Section 2: IP management and commercialisation

A. Financing and IP

B. The commercialisation of IP

C. IP licensing agreements and negotiations

D. IP, R&D and knowledge transfer (with special reference to universities and public research)
E. Using patent information

F. IP valuation (with optional IP accounting section)

G. Defending IP assets: IP infringement and breach of confidentiality (for non-lawyers)

H. IP and due diligence

Section 3: IP law

A. IP contracts

B. IP and competition law
C. International IP law

D. IP litigation

Section 4: IP law and management for specific disciplines

A. IP for computer scientists and software engineers
B. IP for biotechnologists

C. IP and the creative industries

D. IP for designers

Section 5: Student projects

A. Project 1: Using patent information for R&D in environmentally sound technologies (EST)
B. Project 2: Initiating an EST-based start-up/ spin-off
C. Project 3: The effects of international IP law on EST
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Modules in detalil

Intellectual property - Modules in detail
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1A Introduction to IP

Contents

Minimum duration

(20 hours in total)

I. Introduction 1-2 hrs
Il. Protecting technical innovation/using patents and patent information for R&D and 6 hrs
business

Il. Copyright protection for creative works: literature, art, music, computer programs, 3 hrs
databases

IV. Trade marks: IP protection for company reputation and the benefit of consumers 3 hrs
V. Designs: protecting the aesthetic appearance of products 2 hrs
VI. IP issues in the work environment: ownership, employers and employees, 1hr
researchers, confidentiality

VII. Using IP to generate revenue/defending valuable IP assets/IP management and 3 hrs

commercialisation/IPR enforcement

Overview

This module is designed to provide students with a basic
introduction to intellectual property (IP). Taking an
interdisciplinary approach, it deals with the different types
and systems of IP protection and the various mechanisms
by which IP can be used to generate revenue. The module
also allows students to learn how IP enhances
competitiveness, and provides guidance on how to
incorporate IP-based considerations into business
strategies and how to defend strategic IP assets.

The module contains the following suggested lecture
topics:

— Fundamental issues: the economics of IP

— Protecting technical innovation through IP (patents,
utility models)

— The protection of confidential information and trade
secrets

— Patent information and its technical and business
applications

— Protecting creative works (copyright)
— IP and computer programs

— Protecting brands and reputation (trade marks) Design
protection

— IP ownership (collaborative works, employee works,
etc.)

— IP management and commercialisation

Intellectual property - 1A Introduction to IP

I Learning objectives

On completion of this module, students should be able to:

Explain the importance of IP in the knowledge
economy and the main social and economic goals of IP
laws

Differentiate between the various categories of IP
protection and identify the most appropriate option for
the innovation process or product concerned

Take initial steps towards obtaining protection for IP

Find patent information and understand its value as a
source of technical and strategic information

Identify different forms in which IP may provide
revenue

Understand the importance of licences in facilitating IP
transactions (technology, trade marks, copyright)

Identify different transactions and partnerships which
are enabled by licences

Recognise the value of IP as a strategic tool for
business and identify different applications of IP which
may provide a competitive edge

Anticipate some of the issues which they may come
across in their future career or future research projects,
such as assessing IP, ownership of IP, the effect of
publication on patenting, etc.

17



Target audience Prior knowledge

Students of engineering, science, medicine, business, No previous knowledge of IP required
economics, social sciences at undergraduate level

Teacher profile Knowledge of this module is

recommended/required for

Lecturers in engineering, science or economics with a 2A-2H; 4A-4D; 5A and 5B
knowledge of IP law. Assistance from experienced IP

lecturers, staff of technology transfer offices (TTOs), IP

managers or IP attorneys recommended.

Student assessment Related modules

Quizzes, tests and practical exercises 2A-2H; 4A-4D; 5A and 5B

18 Intellectual property - 1A Introduction to IP



I. Introduction (1-2 hrs)

1. What is intellectual
property?

Define intellectual property and intellectual property rights.

Describe the main characteristics of intellectual creations. Provide
an explanation from the perspective of the "economics of
knowledge" and the non-rival and non-excludable nature of
knowledge and information.

Explain how the "public good" characteristics of knowledge may
lead to a sub-optimal level of investment in R&D and how IPRs are
developed to correct such market failures.

Describe the different types of IPR and their core characteristics
(suggestion: provide a table with essential information, including
name of IPR, subject-matter, objective, validity requirements, main
rights granted, duration, how it is obtained and the legal instrument
concerned).

Show examples of different forms of IP found in products used in
everyday life (e.g. in a mobile phone).

See also:
Patent Teaching Kit, 18-19 (European Patent Office 2009)

2. Why is IP increasingly —
important for society?

Highlight the growing significance of intangible assets and IP in the
world economy.

Draw a parallel with the evolution of society towards a service
economy.

Suggested resources:

Statistics and information on the growth of the relative importance
of intangibles in a company's value

Statistics on the increased use of the IP system (e.g. from WIPO,
EPO, OHIM), showing evolution of registered patents, trade marks,
etc.

Newspaper articles on the economic value of IP (e.g. "100 top
brands"/Interbrand)

Optional: lllustrate the specific importance of IP for business success
using familiar examples of value based on IP (e.g. Coca-Cola, Apple
iPod, Harry Potter, Polaroid instant cameras, DNA copying process) or
of successful businesses built on IP and consistent IP strategies (IBM,
Dolby, Sandvik, Nokia, NEC, etc.).

See also:
Patent Teaching Kit, 20-27

Intellectual property - 1A Introduction to IP
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3. Objectives of IP
protection

(a) The promotion of innovation
and creativity

(b) The protection of market
integrity and market positioning

20

Show how different IP is used to achieve socio-economic goals. There
are two main functions:

(a) IP and the promotion of innovation and creativity

— The economics of knowledge and innovation (describe knowledge
as a public good and give examples of the "market failures" which
favour public intervention through regulations, in order to promote
the investment of time and money in R&D and innovation) (see
Nelson (1959), Coase (1960), Arrow (1966) and Calabresi and
Melamed (1997)).

— Main theories justifying patents and copyright (and basic
economics):

= incentive theory

= reward theory

= disclosure theory

= prospect theory

= natural rights theory

Optional: Base your comments on a "taxonomy" of justifications for IP,
such as that formulated by Mazzoleni and Nelson (1998), or refer
directly to the texts of authors who established the fundamental
theories (e.g. Nordhaus (1969), Scherer (1972), Kitsch (1977) and
Landes and Posner (2004)).

— Give a brief overview of the IP rights which promote innovation and
creativity:

= Patents (and utility models)

= Copyright

= Designs

= Other forms of protection for innovation (trade secrets, lead
starts, design complexity, technical measures)

(b) IP and the protection of market integrity and product
positioning

— Describe the economic function of trade marks and distinctive signs

and the theoretical background (refer to fundamental texts,
including Landes and Posner (ibid), Economides (1988)).

— Give a brief overview of IP tools which ensure market integrity:

» Trade marks
= Gls
= Trade names
= Other laws
— Unfair competition laws

Intellectual property - 1A Introduction to IP



ll. Protecting technical innovation/using patents and patent information
for R&D and business (6 hrs)

1. What is a patent and
what can be patented?

(a) What is a patent? What is the
patent system?

(b) Patentable inventions

(c) What cannot be patented?

Intellectual property - 1A Introduction to IP

Explain the following basic aspects:

(a) What is a patent? What is the patent system?

Origins of the patent system (the system of "privileges" during the
Renaissance, the Senate of Venice, the Statute of Monopolies)

The nature of the modern patent system: the "contract" between the
inventor and society (exclusive rights to inventions in exchange for
disclosure).

(b) Patentable inventions

Inventions: technical solutions to problems
Products, processes, new uses for a product

Give examples of technical solutions coming from different fields
(mechanical, chemistry, electronics). Provide examples (e.g. cases
brought before the EPO boards of appeal) (Case Law of the Boards
of Appeal of the European Patent Office, 6th edition, 2006). Provide
examples of new uses (e.g. second medical use).

Refer to Art. 27.1 TRIPS and Art. 52(1) EPC.

(c) What cannot be patented?

Mental processes or steps which lack a technical application:

Discoveries, scientific theories, mathematical methods, business
methods, aesthetic creations, computer programs as such

Technical applications or practical implementations involving the
former may be subject to a patent (e.g. applications of the Hall
effect - a discovery - for different purposes, such as magnetic card
reading).

Other exceptions and exclusions:

= New species of plants (protectable through specific IPRs for
plant varieties) and animals

= The human body and non-separated parts

= Medical, surgical, therapeutic and diagnostic methods (but
products, compounds, substances used in such methods may
be patented

See also:
Patent Teaching Kit, 29-42
Arts. 52, 53 EPC; Art. 27 TRIPS
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2. Why are patents
important for students in
all fields?

(a) Engineering, science and
medicine

(b) Economics, business and
management

3. What conditions must an
invention fulfil to earn
patent protection?

(a) Requirements

(i) Novelty

(i) Inventive step

(iii) Industrial applicability

(iv) Disclosure

(b) Registration

22

(a) Engineering, science and medicine
— Patents ensure that innovation efforts are rewarded (relate to
reward theory above).

— Patents - and IP strategies in general - are key to successful R&D
processes.

— Patents are an invaluable source of technical information (see
point 7 for more details).

(b) Economics, business and management
— Patents help companies secure competitive positions in the
marketplace based on their technology.

— They may be used as a strategic tool, providing means to establish
business partnerships.

— They are subject to transactions which may provide new sources of
revenue (e.g. through licensing and assignments).

(a) Requirements

(i) Novelty
— Novelty is judged in relation to the prior art
— Absolute (worldwide) novelty

— Breaking the novelty requirement (prejudicial and non-prejudicial
disclosures)

(i) Inventive step

— Non-obviousness

— "Person skilled in the art"

— Give examples of obvious and non-obvious inventions.

— Provide a brief explanation of utility models and other patents
requiring national rather than absolute novelty or a weaker level of
inventive step and indicate when they may be of use.

(iii) Industrial applicability

— The possibility of being made or used in any kind of industry,
including agriculture (wide interpretation of industrial applicability in
force)

(iv) Disclosure of the invention

— Sufficiency and clarity of the description (no ‘best mode'
requirement in Europe)

Intellectual property - 1A Introduction to IP



4. The rights of the patent-
holder: what are they,
where are they effective,
and how long do they last?

5. Which uses of a
patented invention are
allowed?

(a) Uses authorised by the patent
owner

(b) Exceptions
(c) Exhaustion of patent rights

(d) Non-voluntary licences

(b) Registration

It is important to establish clearly that an application for a patent must
be filed in order for patent rights to arise.

— First-to-file system

= The importance of the filing date (priority)
= Refer to the US "first to invent" system by way of comparison

See also:
Patent Teaching Kit, 52, 53
Arts. 52-57, 83 EPC; Art. 27 TRIPS

Explain that, generally speaking, the owner of a patent may prevent
others from producing, using, selling, offering for sale, working and
importing the patented invention without authorisation. Mention the
different acts which need the patent-holder's authorisation under
national law.

— Geographical scope

= Patents are valid in the country where they are registered (relate
this to the principle of territoriality).

— Term of protection of 20 years

= Mention the possibility of extension of the term to compensate
for pre-marketing regulatory approval.

See also:
Patent Teaching Kit, 44, 45
Art. 63 EPC; Arts. 28, 33 TRIPS

(a) Uses authorised by the patent owner

Give a brief introduction to licensing (topic to be dealt with in more
detail later on).

What is a licence and what types of licence are there (exclusive and
non-exclusive)?

(b) Exceptions

— Example: use for experimental purposes

Intellectual property - 1A Introduction to IP 23



6. Group discussions:
"Patents in the university
environment"

7. Obtaining a patent

(a) Who's who in the patent
procedure

(b) Filing for a patent - overview of
the procedure

24

(c) Exhaustion of patent rights
Explain the principle of exhaustion, i.e. the termination of rights
occurring after the first unrestricted sale of the patented item.

Explain how it is applied in international transactions (international and
national exhaustion).

Mention the principle applied in the EU - exhaustion in the EEA.

(d) Non-voluntary licences

Explain the conditions under which they are normally granted in
Europe (refer to the national legislation, as provisions vary from
country to country). In particular, mention their use in avoiding
situations where a patent-holder does not exploit or license his
patented invention in the presence of a demonstrable domestic
demand for the invention.

Divide the class into groups to discuss topics on the general theme of
"Patents in the university environment".

Suggested topics
(a) Are patents necessary as an incentive to innovate? Refer to
theoretical frameworks and examples.

(b) "Patenting vs publication of research results" - advantages and
disadvantages from the point of view of academic careers,
exploitation, public interest, consequences. Are they compatible?

(c) University research culture and business innovation culture.

(@) Who's who in the patent procedure

— The inventor and the applicant
— The patent agent/attorney

= The importance of obtaining professional assistance
= What information should be given to the patent agent?
(Engineers and scientists: taking lab notes.)

— The patent office (national, EPO)

— University technology transfer offices (TTOs). also known as
knowledge transfer offices (KTOs). For more details see
section VII.4.
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8. Obtaining a patent in
more than one country

(a) The concepts of "right of
priority" and "territoriality"”

(b) Filing routes: national, EPO,
PCT

(c) Strategic issues involved in
obtaining global protection

(b) Filing an application for a patent - overview of the
procedure

Mention the aspects most relevant to the particular group of students.
Highlight at least some of the most important milestones and
administrative acts.

Examples

— The importance of the filing date
— The search report

— Publication

— Grant

— Delays in obtaining a patent

See also:
Patent Teaching Kit. 58

(a) The concepts of "territoriality” and "right of priority"

Explain how the two principles are related and how the right of priority
is applied.

(b) Filing routes: national, EPO, PCT

Provide a general explanation on the use of different
alternatives/routes - national, European, PCT - to obtain international
patent protection. Show the differences, advantages and
disadvantages of each route.

(c) Strategic issues

Show that planning where and how to protect an invention is often part
of the "business plan” (locus of production, commercialisation,
investment, cost of obtaining and maintaining rights, etc.)

See also:

National patent law

Arts. 4 and 4bis Paris Convention
European Patent Convention (EPC)
Patent CooperationTreaty (PCT)
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8(a) The European patent
procedure at the EPO

9. Cost of obtaining a
patent

10. Trade secrets

(a) What is a trade secret?

(b) When is a trade secret
protectable?

(c) Patents or trade secrets?

26

If a more detailed view of the patent grant procedure is required, go
through some of the phases in the life of a patent application at the
EPO:

Formalities examination and search report preparation
— Substantive examination

— Grant

— Opposition/limitation proceedings

— Revocation or limitation proceedings

— Appeal proceedings

— Validation of the patent in designated countries

See also:

Patent Teaching Kit, 58

"The European patent grant procedure" in How to get a European
patent: Guide for Applicants
http://documents.epo.org/projects/babylon/eponet.nsf
/0/8266ED0366190630C12575E10051F40E/
$File/guide_for_applicants_partl 05 10 en.pdf

Arts. 75-112 EPC

Provide information on the cost of a national application in your
country, a European application, and two or three hypothetical
international applications with several designations.

See also:
Patent Teaching Kit, 62-65

(a) What is a trade secret?

Define trade secrets and/or confidential information under national and
international law (TRIPS)

(b) When is a trade secret protectable?

— Conditions: the existence of secrecy, commercial value, efforts to
keep secrecy (under most legal systems)

— Types of information which can be protected

— Including technical information

— Protection afforded
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(c) Patents or trade secrets?

Compare the protection afforded to technological innovation by
patents and trade secrets.

Advantages and disadvantages (examine situations where non-
disclosure of the invention is desirable, as well as other aspects
such as the "vulnerability" of protection vis-a-vis acts such as re-
engineering).

See how trade secrets and patents can be used in complementary
ways for the protection of innovations (e.g. protecting an invention
as well as associated know-how).

See also:
Patent Teaching Kit, 66-69
Art. 39.2 TRIPS

Intellectual property - 1A Introduction to IP
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12. Patents as a source of
technical information

(a) A look at a patent document

(b) Uses of patent information
(options)

(i) Technical applications
(ii) Business applications
(iii) Legal applications

(a) A look at a patent document

The title page
Description
Claims

= The importance of the claims in determining the subject-matter
and scope of protection

= Categories (entity and action claims; product and process
claims)

= Types of claim (dependent and independent)

Drawings

(b) Uses of patent information (options)

(i) Technical applications

Examples

Patent information as a source of technical solutions
Clearing before starting research (patentability searches)

Patent family searches (plus applications such as searches for
translations of a patent)

How to carry out technology searches (search criteria, how to use
classification symbols, keywords)

(ii) Business applications

Examples

Intellectual property - 1A Introduction to IP

Obtaining information on competitors (patenting activity, strategic
technologies - what they are protecting, clusters - technological
interests and evolution of patent trends)

Market trends and benchmarking (including technical trends, time
trends, geographical trends)

Searching for partners for licensing or collaboration, for example in
complementary technologies

Head-hunting

Interpreting data, analysing statistics
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(iii) Legal applications (optional)

— Legal status of patents (is a patent in force?)

— Freedom-to-operate searches. Searching to find areas to operate
without risk of liability, i.e. outside the protected scope (including
patent family searches)

— Searches in the context of legal conflicts (oppositions, nullity
searches, searches for prior art to "knock off" a rival patent, etc.)

lllustrate using practical examples.

Databases: Espacenet, national patent office databases, other private
and public databases.

See also:
Patent Teaching Kit, 46-48, 82-93

13. Performing a simple Using Espacenet, perform one or more (assisted) patent searches for

patent search any of the purposes specified in (12). A patent documentation expert
should be invited to conduct this session. A basic guide to simple
searches can be found in sub-module A of the Patent Teaching Kit.

See also:
Patent Teaching Kit, 175-189
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lll. Copyright protection for creative works: literature, art, music,
computer programs and databases (3 hrs)

1. What is copyright and
what does it cover?

(a) What is copyright?
(b) What can be copyrighted?

(c) Requirement of originality (the
author's own intellectual creation)

2. What rights does the
copyright holder have?

(a) Exclusive rights

(b) Economic rights

(c) Moral rights

(d) Uses of copyrighted works
which do not need the

authorisation of the right-
holder/exceptions/ limitations

(&) What is copyright?
Give simple definitions (for example "a right given to a person who has
created/expressed something original).

Make it clear that this does not include ideas, facts or straightforward
information.

(b) What can be copyrighted?

Give traditional examples: creative/artistic works (art, literature,
scientific works, etc.), but also refer to computer programs, databases
and technical guides. Compare and discuss neighbouring rights.

(c) Requirement of originality
Explain what "originality" means and that the standard of originality

required is not high.

Examine the ECJ's Infopaq decision (C-5/08 Infopaq International A/S
v Danske Dagblades Forening) and discuss the harmonisation of this
concept resulting from this decision.

See also:

Berne Convention

Rome Convention

EU directives on rental rights, software and databases

(a) Exclusive rights

Explain what exclusive rights are.

(b) Economic rights/(c) Moral rights

Explain what these rights are.
Point out that moral rights are not assignable.

Contrast the "Continental" approach to moral rights with the Anglo-
Saxon approach to copyright (for more details see section 5),
corresponding to the exploitation of copyrights.

(d) Uses of copyrighted works which do not need the
authorisation of the right-holder/exceptions/ limitations

Give examples relevant to academic activity, e.g. research and private
study, citations, reporting of current events, etc.. Explain the
restrictions which apply to the limitations.
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See also:

National copyright law

Information Society Directive

Rental and Lending Rights Directive
Resale Right Directive

Berne Convention

WIPO Copyright Treaties

TRIPS
3. How is copyright (a) Absence of formalities
obtained and how long
does it last? — Using the © symbol, copyright notices and "registering” copyright

— Why are they useful for the copyright owner?
(a) Absence of formalities

o (b) Duration
Duration
— Refer to the different terms of protection set in the international

treaties and in the Term of Protection Directive.

— Explain the difference between copyright and neighbouring rights.

See also:

National copyright law
Information Society Directive
Term of Protection Directive
Berne Convention

4. International copyright Briefly outline and explain the main features of the Berne Convention,
protection TRIPS, WIPO Copyright Treaties, Universal Copyright Convention.

See also:

Berne Convention

TRIPS

WIPO Copyright Treaties
Universal Copyright Convention
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5. How is copyright
exploited?

(a) Reproduction and

communication of copyrighted
works

(b) Licences

6. Copyright protection for
computer programs

(a) Why are computer programs
protected through copyright?

(b) Protection for original programs
(c) Uses which need authorisation

(d) Allowed uses (specific
limitations)

(e) What is free/libre/open-source
software (FLOSS)?

(a) Reproduction and communication of copyrighted works

— Copies (reproduction) and communication of creative content,

distribution, making the work available online, etc.

— The owner's exclusive right to authorise different uses or forms of

exploiting the work

(b) Licences

— Exclusive and non-exclusive licences

— Collective management of copyrights. Mention problems relating to
collective licensing in Europe, involving more than one territory (see
Commission Recommendation of 18 May 2005 on collective cross-
border management of copyright and related rights for legitimate
online music services available on http://eur-
lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:32005H0737:
EN:HTML).

(a) Why are computer programs protected through
copyright?

Explain the problems which exist when placing software under the
protection of a single category of IPRs.

— The "hybrid" nature of software: a written "expression" - the source
code - which provides a function.

— As background mention the recommendations of the Commission
of New Technological Uses of Copyright Works (CONTU) (in the
US). Point out that the decision of the US Congress to adopt the
CONTU reccomendations in 1980, and the latter assimilation of the
protection of software to "literary works", as spelled out in the
TRIPS agreement (Art.10), the WIPO Copyright Treaty and the EC
Software Directive (Art. 1) still causes controversy to this day.

(b) Protection for original programs

— Protection for the codes (the expression of the program).
Differentiate between source code and object code for the
purposes of copyright protection.

— No protection for underlying ideas or functions which the software is
supposed to carry out.

— The originality requirement vis-a-vis computer programs.
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6(a) Protecting computer-
implemented inventions via
patents

(a) Why patents for software?

(b) Patentable inventions

(c) The requirement of
"technicality” in an invention
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(c) Uses which need authorisation

— Production, temporary and permanent copies, alterations of the
program, distribution (including rental), licensing

— Uses under the terms of a licence

= Practical example: click-wrap and shrink-wrap agreements

(d) Allowed uses (specific limitations)

— Necessary copies and alteration; decompilation/measures aimed at
ensuring inter-operability; private copies.

(e) What is free/libre/open-source software (FLOSS)?

— FLOSS and copyright

— Examine the general conditions established by the General Public
Licence (GPL) and compare them with those included in other
forms of software licensing.

See also:

Berne Convention
TRIPs

WIPO Copyright Treaty
Software Directive

(a) Why patents for software?

— The protection of functional aspects vs the expression

(b) Patentable inventions

— Computer programs "as such" are excluded, but programs which
fulfill the requirement of technical character are patentable.

(c) The requirement of "technicality” in an invention

— Provide examples of technical attributes vs examples of attributes
devoid of technical character (e.g. an invention which performs an
aesthetic function; an invention which solves a financial/marketing
problem).

— Provide case studies or examples of decisions by the EPO boards
of appeal.

See also:
Arts. 52 and 53 EPC
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7. Database protection
(a) Copyright protection

(b) Sui generis protection

8. Group discussion I:
"Protecting computer
programs: patents or
copyright?"

8(a) Group discussion Il:
"Copyright and the
internet”

Explain the dual system: copyright and sui generis protection.

(a) Copyright protection

— Mention that it is available for original selection and arrangement of
contents (limited protection).

— Outline core characteristics where different from general copyright
regime.

(b) Sui generis protection

— Auvailable for substantial investment against substantial taking
— The concept of substantial investment

— Outline the core characteristics (e.g. exclusive rights of extraction
and reutilisation, duration).

See also:
Databases Directive

Suggested themes:

(a) "The primary source of value in a program is its behavior, not its
text" (Samuelson et al., 1994). Discuss, showing the implications of
this statement in terms of IP protection. In particular, concentrate on
which aspects of the program are protected by patents and copyright.

(b) Article 2 of the WIPO copyright treaty states: "Copyright protection
extends to expressions and not to ideas, procedures, and methods of
operation or mathematical concepts as such”. Discuss how patent
protection may be used to override this ban.

(c) Consider and discuss the possible effects of copyright and patents
on:

— the interoperability of computer programs
— technical standards

— innovation in this field

Suggested themes:

— Network economies and IP: an analysis of the effects of IP
protection on technology networks

— Using innovative licensing systems (FLOSS, Creative Commons) to
create revenue: "new" business models
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V. Trade marks: IP protection for company reputation and the benefit of

consumers (3 hrs)

1. What are trade marks
and why are they
necessary?

(a) Signs that distinguish specific
products and services

(b) Signs that serve as trade marks

(c) Basic economics of trade marks

2. What requirements must
a trade mark fulfil in order
to receive IP protection?

(a) Registration

(b) Distinctive capacity as a basic
requirement for trade mark
protection/signs that do not qualify
for protection

(c) Other signs that may not
become protected trade marks

36

(a) Signs that distinguish specific products and services

Explain that the function of a trade mark is to identify products and
services by their source of production and to distinguish them on the
market.

(b) Signs that serve as trade marks

— Words

Graphic marks

Slogans

Other signs with potential for distinguishing products:

= Shapes, sounds, smells, single or simple colour combinations

(c) Basic economics of trade marks

The "economics of information" perspective:

— Benefits for firms: exploiting the reputation built around the trade
mark

= Brand equity

— Benefits for consumers: differentiating products and receiving
information on quality

= Reducing information asymmetries

— Other perspectives on the benefits of trade marks (e.g. the
informative function of trade marks and advertising)

(a) Registration

Explain that the rights to a trade mark are acquired through
registration.

Main topics to be addressed:

First to file

The graphic representation requirement (in Europe, generally)

= Consequences for smell marks and sound marks

Non-registered trade marks: explain that in some countries it is
possible to acquire the rights to a trade mark through use.
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(b) Distinctive capacity as a basic requirement for trade
mark protection/signs that do not qualify for protection

Explain the basic rule that a trade mark must provide distinctiveness to
the product or service it refers to.

— No protection is offered for generic or descriptive terms

= Provide examples of generic and descriptive terms.

= For the sake of comparison, provide examples of names and
symbols that are close to being considered descriptive.
("suggestive" marks, e.g. Newsweek magazine).

= Give examples of arbitrary names or marks (e.g. Apple
computers).

= Mention the exception of generic/descriptive trade marks which,
having acquired distinctive power through use (i.e. a "secondary
meaning"), may be afforded trade mark protection.

— Signs which are likely to be confused with other earlier signs, for
the same kind of product, cannot coexist in markets.

= Explain the concept of likelihood of confusion (LoC).
= Examine some situations involving assessment in relation to
earlier rights (signs):

— Identical signs for identical products and services
— ldentical or similar signs for similar products and services
— Similar signs for identical, or similar, products and services

— "Dilution" of trade marks with a reputation

— Special protection for well-known trade marks (Art. 6bis Paris
Convention)

(c) Other signs that may not become protected trade marks

Certain three-dimensional shapes

= For example, if the shape is typical of the goods or has a
technical function, or a function which gives substantial value to
the goods (e.g. performs an aesthetic function)

Specially protected emblems

Signs which are offensive or contrary to the law

Deceptive signs

See also:

Arts. 7 and 8 Community Trade Marks Regulation
Arts. 2-4 Trade Marks Directive

Art. 6bis Paris Convention

2(a) Short quiz Set a short quiz based on examples taken from the case law of the
European Courts (ECJ and General Court of the EU. Discuss the
decisions reached by the courts, in particular the factors considered by
the courts in their assessment of LoC.
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3. The rights of the trade
mark owner: what are they,
where are they effective
and how long do they last?

(a) Exclusive right to use of the
sign

(b) Geographical scope

(c) Allowed uses of a protected
trade mark

(d) Duration

38

(a) Exclusive right to use of the sign

Explain that the owner of a trade mark may prevent unauthorised use
of:

— identical signs for identical goods/services

— confusingly similar signs for similar products and services

Point out that the protection for trade marks with a reputation goes
beyond the "principle of speciality”, i.e. it extends the scope of trade
mark protection beyond the same or similar products.

(b) Geographical scope

— Trade marks are valid in the country where they were registered
(territoriality principle).
= Point out the special status accorded to well-known trade marks.
— Mention that EU-wide protection is available in the form of the
Community Trade Mark (CTM).

(c) Allowed uses of a protected trade mark

Uses which are authorised by the owner of the trade mark

= Briefly introduce the concept of licensing. Give an outline of
trade mark transactions involving trade mark licences, e.qg.
franchises, event merchandising and sponsorship of events.

— Use of names, indications, etc. which are necessary in common
trade practice (indications of quality, intended purpose, proper
names, value, etc. used in accordance with honest practices)

— Trade-marked goods once they have been put on the EU market
(Community exhaustion)

— Names or signs which have been used in the market for more than
five years and have been known by the legitimate owner
(acquiescence)

(d) Duration

Not limited in principle, but ...

Stress that there is an obligation to use the trade mark, as well as a
requirement to renew the trade mark every five years (make students
aware that renewal fees are due in order to keep the trade mark in
force).

See also:

Arts. 5-9 Trade Marks Directive
Arts. 9-13 Community Trade Marks Regulation (CTMR)
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4. How is trade mark
protection obtained?

(a) Trade mark registration

(b) Unregistered trade marks
(optional)

(c) Obtaining protection in more
than one country

4(a) Practical exercise

(a) Trade mark registration

— Filing an application with the patent and trade mark office
— Who's who in the registration process
= Applicant, trade mark agents, PTO

— Explain the importance of performing trade mark searches (mention
some of the free databases, such as those kept by the national
offices and the OHIM).

(b) Unregistered trade marks (optional)

— [For some countries: protection for unregistered trade marks that are
well-known by the relevant public

— Protection through passing-off (in the UK)

(c) Obtaining protection in more than one country

— Go over the principle of territoriality of IPRs.

— Priority right for trade marks: explain what it is and when a "priority"
is established.

— The Community Trade Mark (CTM)

= Registration of a trade mark with the OHIM (Community Trade
Mark and Design Register) in Alicante gives access to protection
which is valid for the whole territory of the EU.

— The Madrid system (Madrid system of international registration of
marks)

See also:

Arts. 36-45 Community Trade Mark Regulation (for an example of
procedure concerning the CTM, see the OHIM website:
http://oami.europa.eu/ows/rw/pages/CTM/regProcess/regProcess.en.do)
Concerning the Madrid system, see the WIPO website
www.wipo.int/madrid/en/

Select different filing alternatives depending on business strategy.

— Consider and compare advantages and disadvantages, e.g. single
filings and administrative processes vs multiple national
filings/dependence on basic application for international
registrations/vulnerability of the CTM vis-a-vis rights held at national
level/geographical scope of protection, etc. Include consideration of
costs.
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5. Other distinctive signs

6. Discussion: Naming,
branding and the
implications for IP
protection
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Depending on the target audience, give a general description of one or
more of the following distinctive signs:

— Trade names (e.g. for business management students)
— Geographical indications (e.g. for agriculture students)
— Domain names (relevant to most studies)

— Collective and certification marks (may be relevant in different
contexts)

See also:

Arts. 1, 4.d., 10.3. & 15 Trade Mark Directive
Arts. 64-77 CTMR

Geographical Indications Regulation

Naming, branding and the implications for IP protection

Examine the implications of choosing "memorable" names for
products, e.g. coined hames, common words, surnames and first
names, telescoped or alpha-numeric names, deviant spellings,
acronyms and abbreviations, geographical names, prestige names.

Discuss the advantages of using "suggestive" and "inherently
distinctive" trade marks:

— from the commercial point of view
— from the point of view of likelihood of obtaining IP protection

Discuss the advantages/disadvantages of adopting an umbrella
strategy (e.g. Unilever) as opposed to a multibrand strategy (e.g.
Philips).
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V. Designs: protecting the aesthetic appearance of products (2 hrs)

1. What is a design?

(a) The function of designs

(b) IP protection for designs

2. How are design rights
obtained?

(a) Registered and unregistered
designs

(b) What requirements must a
design meet in order to be granted
protection?

(a) The function of designs

— Designs enhance the attractiveness and value of products.

— A design's value is not related to its technical functionality. It is
important to distinguish designs from functional shapes which may
be protected by utility models and patents.

— Designs are not legally related to the concept of distinctiveness
(but: a design is an important element enhancing corporate
image/brand equity). Contrast the function of designs with that of
trade marks.

(b) IP protection for designs
— Show examples of different protected elements from different
industries.

— Draw a parallel with US design patents.

See also:
Designs Directive
Community Designs Regulation (CDR)

(a) Registered and unregistered designs

— Registration with the national PTO (or with OHIM for Community
designs)

— Unregistered (Community) designs - no formalities - compare the
process of acquisition of rights with that of copyright.

Discuss when it is advisable to register and when not (textiles and
clothes, shoes and fashion articles in general). Show the
advantages and disadvantages of each option in relation to
elements such as duration of protection, cost, etc.

(b) What requirements must a design meet in order to be
granted protection?
— Novelty

= Assessed in relation to identical designs made available to the
public (in the territory of the EU for the CD).
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3. The rights of the owner:

what are they, where are
they valid, and how long
do they last?

(a) Exclusive right

(b) Where are the rights valid?
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— Individual character

= Assessed in relation to the overall impression that the design
has on the informed user

= Example: metal rappers (see the decision by the General Court,
case T-9/07 — Grupo Promer Mon Graphic SA v OHIM and
PepsiCo Inc, "Metal Rappers").

See also:
Arts. 1-6 Designs Directive
Arts. 4-6 CDR

(a) Exclusive right

— Registered designs: exclusive right over designs with the same
overall appearance

— (Community) unregistered designs: prevention against the use of

identical designs

(b) Where are the rights valid?

— In the European Union: national protection and Community-wide
protection (CD) available

— In other countries: international registration system

(c) Duration

Registered: 25 years
Unregistered: 3 years

See also:

Paris Convention

Arts. 9, 10 Design Directive
Arts. 10, 11 CDR
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VI. IP issues in the work environment: ownership/employers and
employees/ researchers/confidentiality (1.5 hrs)

1. Ownership of IP created (a) Ownership of inventions made by employees

in the course of
employment — Inventions made in the course an employee's duties falling within

the scope of the employer's activity
(a) Ownership of inventions made
by employees

— Works created outside of the employment relationship
— Other issues:

(b) University inventions = Reasonable compensation for employees

= Considerations in relation to contract with employer
(c) Other issues (copyright and
ownership) (b) University inventions

— Rules for university inventions: "professor's privilege" vs institutional
ownership (see 2D)

(c) Other issues

— Joint ownership/collective works
— Copyright under an employment relationship, including

= Ownership of computer programs and databases
= Commissioned works

— Adaptations and derived works

2. Employees and Relevant issues (treatment varies between countries):
undisclosed information — When does an obligation to maintain confidentiality arise?
— Concerning which type of information?
— Employees
— Former employees

— Fiduciary relationships

See also:
Corresponding national laws of your country
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VIl.Using IP to generate revenue/defending valuable IP assets/IP
management and commercialisation/IPR enforcement (3 hrs)

1. Assessing IP

2. Exploiting IP
(a) IP transactions

(b) Using IP as a financial asset

3. Using IP strategically

(a) Defensive and offensive uses
of IP

(b) IP and modern innovation
processes

4. Transferring knowledge
from universities

(a) What is knowledge transfer and
what role does IP play in the
process?

44

— IP on the company balance sheet

— IP valuation (include a definition of valuation, valuation methods
and criteria used to select such methods)

— Taxation of IP

(a) IP transactions

— Licensing and assignments

— Outline of specific transactions and partnerships used to develop
and exploit IP

(b) Using IP as a financial asset

— As collateral, securitisation

— As a way to attract investment (e.g. venture capital)

(a) Defensive and offensive uses of IP

— How not to squander IP/basics of defensive IP protection

— Using IP to enter innovation networks and to gain access to
complementary assets

— Cross-licences
— Patent pools

— Brand strategies

(b) IP and modern innovation processes

— Collaborative exploitation, "open innovation" frameworks and IP

(a) What is knowledge transfer and what role does IP play in
the process?

Relevant issues:

— Knowledge transfer mechanisms

— Licensing university innovation

— Spin-offs and start-ups based on IP

— The responsibilities of KTOs (TTOs)
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5. Defending valuable IP
assets

(a) What is infringement?

(b) What happens when an IPR is
infringed?

(c) Piracy and counterfeiting

(d) Where to get help

6. Practical exercise:
Managing and exploiting IP

(a) What is infringement?

Define infringement in terms of the exclusive rights explained in 11.4,

.2, 1IvV.3 and V.3.

(b) What happens when an IPR is infringed?

— Possible legal actions (injunctive relief)
— Remedies (including damages)

— Defences

(c) Piracy and counterfeiting

Define criminal violation of IP and distinguish it from other IP
infringements.

(d) Where to get help

IP lawyers/patent and trade mark attorneys

See also:
Enforcement Directive
TRIPS (Part IlI)

Get students to prepare simple strategies aimed at:
(1) Using IP protection for defensive purposes

(2) Using IP to secure superiority vis-a-vis competitors
(3) Using IP as an integrated business strategy

= |P as a source of profit (licensing)
= Portfolio management
= |P as a source of finance

Intellectual property - 1A Introduction to IP
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1B Introduction to IP law (for students of law)

Contents

Minimum duration

(20 hours in total)

I. Introduction/sources of law

Il. Protecting technical innovation: patents and trade secrets

IIl. Copyright law

IV. Trade marks and other distinctive signs

V. Designs

VI. Enforcement of IP rights

Overview

This module covers the main areas of IP law - patents,
copyright, trade marks and designs - as well as related
laws such as the protection of trade secrets, and unfair
competition laws. It introduces students to each category,
exploring common ground and differences between
different systems of IP protection. The module can also be
taken by non-specialists. It has a European IP law
perspective, but includes principles and concepts of IP law
which are universally valid.

Main topics

— Basic theories
— Sources of law

— Legal aspects of the protection and exploitation of
IPRs:

= Patents and trade secrets

= Copyright
* Trade marks
= Designs

— European and international protection of IP
— How to obtain protection in more than one country

— IP enforcement

Intellectual property - 1B Introduction to IP law

1-2 hrs

6 hrs

5 hrs

3 hrs

2 hrs

3 hrs

Learning objectives

On completion of this module, students should be able to:

Identify the principal sources of IP law

Justify IP rights based on the established legal theories
relating to property and immaterial rights as well as
utilitarian theories

Understand the common characteristics of the different
IPR categories and differentiate between them
according to subject-matter, function and scope of
protection

Explain how rights on patents, trade marks, copyright,

designs and trade secrets arise and describe the legal
and administrative procedures for obtaining protection

for them

Ascertain the territorial nature of IP and choose the
appropriate legal instruments in order to obtain
protection in more than one country

Establish the scope of protection of different IP and
distinguish illegal acts from legally permitted uses of
protected IP

Identify the legal instruments used to permit
transactions involving IP (licences, assignments,
etc.)
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Target audience Prior knowledge

Law students at undergraduate level No previous knowledge of IP required

Teacher profile Knowledge of this module is
recommended/required for

Lecturers in law with a knowledge of IP law 3A-3D; 4A-4D; 5C

Student assessment Related modules

Assessment based on a test on each section + final Advanced IP law modules 3A-3D and 5C

examination
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l. Introduction/sources of law (1-2 hrs)

1. What is intellectual (a) Characteristics, definitions and examples from everyday
property/the foundations life
of IP law

— Characteristics of intellectual creations
(a) Characteristics, definitions and ~ — |ntellectual property (holistic definition, including quasi-IP rights),
examples from everyday life intellectual property (restrictive definition), industrial property, etc.

— Examples of IP to be found in everyday items such as mobile

b) Phil hical foundati
(b) Philosophical foundations phones

(c) Exclusive rights (b) Philosophical foundations

— Natural rights theory

— Personality rights theory
— Immaterial rights theory
— Utilitarian theories

— Reward, incentive, disclosure

(c) Exclusive rights

— Nature of the exclusive right

— EU: exception to the freedom of movement of goods within the
internal market

See also:
Patent Teaching Kit, 108

2. Why IP law has become - Refer to the growing importance of intangible property in the
increasingly important in knowledge economy and give statistics and information on the
recent decades growth of intangibles and the growth of IP.

— Provide statistics and media information on the economic value of

examples of IP.

— Mention the globalisation of IP law.

Intellectual property - 1B Introduction to IP law
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3. Two functions of IP
protection

(a) Promoting innovation and
creativity

(b) Protecting market integrity

4. Sources of IP law

(a) National sources

(b) European Union sources
(c) International conventions
(d) Courts

(e) Secondary sources

50

(a) Promoting innovation and creativity

The economics of patents

Brief survey of IPRs which promote innovation and creativity:
— Patents (and utility models)

— Copyright

— Designs

— Other laws which protect innovation

= Plant variety protection
= Protection of topographic layouts
= Trade secrets

(b) Protecting market integrity

The economic function of trade marks and distinctive signs

— Trade marks (distinctive signs) and "economics of information and
reputation” theory

Overview of IP rights which ensure market integrity:
— Trade marks
— Geographical indications

— Commercial laws, laws regulating business practices (unfair
competition, right of publicity, passing-off)

(a) National sources

National laws and jurisprudence

(b) European Union sources

— General

— IP and the Treaty on the Functioning of the European Union TFEU:
Art. 118; Art. 352 (ex Art. 308 TEC); 114 (ex Art. 95 EC)

— Political declarations (e.g. Art. 17.2 EU Charter of Fundamental
Rights declaring IP a fundamental right)

— EU regulations and directives (see "Main legal texts referred to")
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(c) International conventions

— Territoriality and treaties of mutual recognition of rights (in particular
the Paris Convention, Berne Convention and the TRIPS
Agreement)

— National applicability of international treaties

(d) Courts

— National courts
— General Court of the European Union
— Court of Justice of the European Union

— Administrative instances: OHIM (for trade marks, designs), EPO
(for patents)

(e) Secondary sources

The secondary sources will depend on the lecturer's geographical
perspective and preferences, but should include basic background
reading and legal encyclopedias. Such reading will provide general
discussions of IP law and references to primary sources such as case
law, as well as references to secondary sources such as treatises and
law review articles.
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Links to European and international sources of IP law
Patents

Biotechnology (EU)
http://ec.europa.eu/internal_market/indprop/invent/index_en.htm

Unitary patent (EU)
http://www.epo.org/law-practice/legislative-initiatives/eu-patent.html
http://ec.europa.eu/internal_market/indprop/patent/index_en.htm

Computer-implemented inventions (EU Proposed Directive)
http://ec.europa.eu/internal_market/indprop/comp/index_en.htm

Utility models (EU)
http://ec.europa.eu/internal_market/indprop/model/index_en.htm

European Patent Convention (EPC 2000) (EPO)

http://www.epo.org/law-practice/legal-texts/html/epc/2000/e/mal.html

European Patent Convention 1973 (Pre-EPC 2000) (EPO)

http://www.epo.org/law-practice/legal-texts/html/epc/1973/e/mal.html

Protocol on Article 69 of the European Patent Convention_(EPQO)

http://www.epo.org/law-practice/legal-texts/html/epc/2000/e/ma2a.html

Directive 2004/27/EC of the European Parliament and of the Council of 31 March 2004 amending Directive

2001/83/EC on the Community code relating to medicinal products

for human use (text with EEA relevance),

Official Journal L 136 , 30/04/2004 P. 0034 - 0057, in particular Article 1, paragraph 8) (EU)
http://ec.europa.eu/health/files/eudralex/vol-1/dir_2004_27/dir_2004_27_en.pdf

52

Intellectual property - 1B Introduction to IP law



Copyright

Legislative measures taken by the EU on copyright (directives)
http://ec.europa.eu/internal_market/copyright/documents/documents_en.htm#directives

Collection of national copyright laws (UNESCO)
http://portal.unesco.org/culture/en/ev.php-URL_I1D=14991&URL_DO=DO_TOPIC&URL_SECTION=-
471.html

Trade marks, including Community Trade Marks (CTM) in the EU
http://ec.europa.eu/internal_market/indprop/tm/index_en.htm

Designs (including the Community design)
http://ec.europa.eu/internal_market/indprop/design/index_en.htm

Enforcement (including the Enforcement Directive)
http://ec.europa.eu/internal_market/iprenforcement/index_en.htm

National industrial property laws of EU countries and other member states of the EPO available on national
PTO websites - complete list. (EPO)
http://www.epo.org/service-support/useful-links/national-offices.html |

Collection of laws for electronic access (CLEA - WIPO)
http://www.wipo.int/wipolex/en/

TRIPS - WTO
www.wto.org/english/tratop_E/trips_e/trips_e.htm

WIPO-administered treaties
www.wipo.int/treaties/en/
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ll. Protecting technical innovation: patents and trade secrets (6 hrs)

1. What is a patent?

(a) The concept of the "technical
invention"

(b) Justification for patents

(c) Examples

2. Patentable inventions
(subject-matter)

(a) No explicit legal definition in
European law

(b) What cannot be patented
(exceptions and exclusions)

54

(a) The concept of the "technical invention”

Inventions/exclusive rights to inventions

(b) Justification for patents

Immaterial rights. Incentive/reward and disclosure theories: the
"contract" between inventor and society (see section |)

(c) Examples

Give a practical example. Show a patent document.

See also:
Patent Teaching Kit, 46-48

(a) No explicit legal definition in European law

But...

Inventions may be defined as "technical solutions to problems",
including:

— products, processes, new uses for a product

— examples of technical solutions from different fields (mechanics,
chemistry, electronics)

(b) What cannot be patented (exceptions and exclusions)

Mental processes or steps which lack a technical application

— Discoveries, scientific theories, mathematical methods, business
methods, aesthetic creations, computer programs

— To be considered only when taken "as such", in accordance with
the EPC (explain the difference between "pure" discoveries or
abstractions and technical applications)

— Other excluded subject-matter:

= New species of plants and animals

= Inventions contrary to morality and public order

= The human body and non-separate parts

= Medical, surgical, therapeutic and diagnostic methods

= But: products, compounds, substances of medical use can be
patented

See also:

Patent Teaching Kit, 112, 113, 118-128
Arts. 52, 53 EPC

Art. 27 TRIPS
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3. What conditions must an
invention fulfill in order to
qgualify for a patent
(requirements for validity)?
(a) Patentable subject-matter

(b) Novelty

(c) Inventive step

(d) Industrial applicability

(e) Enabling disclosure

(f) Protection for inventions with

inferior requirements (utility
models, etc.)/contrast with patents

(a) Patentable subject-matter

See II.2: "Patentable inventions"

(b) Novelty

— Prior art

— Absolute (worldwide) novelty

(c) Inventive step

— Non-obviousness
— Person skilled in the art

— Examples of obvious and non-obvious inventions

(d) Industrial applicability

Possibility of being made or used in any kind of industry, including
agriculture (wide interpretation of industrial applicability in force)

(e) Enabling disclosure

Sufficiency and clarity of the description (no "best mode" requirement
in Europe)

(f) Protection for inventions with inferior requirements
(utility models, etc.)/contrast with patents

Give a brief explanation of utility models and other patents with "minor
requirements (compare with normal patents).

See also:

Patent Teaching Kit,112-114
Arts. 52-57, 83 EPC

Art. 27 TRIPS
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4. Obtaining a patent
(a) Obtaining a patent

(b) Procedures for obtaining
patents in other countries

5. The patent holder's
rights: what are they,
where are they valid, and
how long are they valid
for?

(a) Exclusive right

(b) Geographical scope and
duration of protection

56

(a) Obtaining a patent

— National jurisdiction/your national patent and trade mark office
(PTO)

— Who is entitled to a patent:

= |nventor
= Assignee (employer)
— Filing for a patent

= What a patent document must disclose
= Importance of the filing date

= Priority

= Unity of invention

» Formal examination

= Search report

(b) Procedures for obtaining patents in other countries

— European patents
— International patents (PCT)
— EPO oppositions/post-grant objections on validity at the PTO

— Compare national, EPO and PCT procedures, including time limits
and ranges for validly establishing priority, formalities and cost.

See also:
Patent Teaching Kit, 132, 136, 140-143, 148-152

(a) Exclusive right

The exclusive right to prevent others from producing, selling, working,
using, importing or possessing patented inventions.

(b) Geographical scope and duration of protection

— The principle of territoriality
— Duration: 20 years (maintained by payment of renewal fees)

— The special case of pharmaceutical products (possibility of
extension of the term for a "product or a process for manufacturing
a product or a use of a product which has to undergo an
administrative authorisation procedure required by law before it can
be put on the market in that State") (see, for example, Art. 63(2)(b)
EPC)

See also:

Patent Teaching Kit
Art. 63 EPC

Arts. 28, 33 TRIPS
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6. Patent infringement

(a) Scope of claims/scope of
monopoly

(b) Acts
(c) Allowed uses (defences)
(d) Exhaustion

(e) Uses authorised by the right-
holder

(f) Patent litigation and issues
concerning jurisdiction

(a) Scope of claims/scope of monopoly

Literal and non-literal interpretation of the claims in infringement cases

(b) Acts

— Unauthorised use, fabrication/manufacture or sale
— Disposing of, offering to dispose of, importing, keeping for disposal

— Direct infringement and contributory infringement (where
applicable)

(c) Allowed uses (defences)

Private use, research or experimental use, conducting necessary
studies, tests and trials on medicinal products to obtain market
authorisation for a generic product (for pharmaceutical products), use
on transport (e.g. on board vessels) temporarily entering waters or
territory of the state (valid among members of the Paris Convention)

(d) Exhaustion

Explain in simple terms the principle of exhaustion, i.e. the termination
of rights occuring after the first unrestricted sale of the patented item.

Describe how it originates in wider principles of free competition and
free circulation of goods in the EU.

Explain how it is applied in international transactions (international and
national exhaustion)/mention the principle applied in the EU -
exhaustion in the EEA.

(e) Uses authorised by the right-holder

— Licences: explain that they are the principal means by which the
use of patents is authorised (see following section for licensing and
assignments).

— Non-voluntary licences: explain the conditions under which they
are normally granted in Europe (refer to the national legislation, as
provisions vary from country to country). In particular, mention their
use in avoiding situations where a patent-holder does not exploit or
license his patented invention in the presence of a demonstrable
domestic demand for the invention.

— Draw attention to the fact that abuses of the patent system may
have an effect on competition.
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7. Exploitation of
patents/licences and
assignments

(a) Patent licensing

(b) Selling patent rights
(assignments)
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(f) Patent litigation and issues concerning jurisdiction

Jurisdiction in the EU is in principle a matter for national law. However
many cases involving infringement and/or validity of a patent may
involve acts, parties and courts from more than one country. At the EU
level, jurisdiction is regulated by the Brussels Regulation

(CE N° 44/2001).

For cases of infringement the applicable rules are:

— The competent court is that of the domicile of the defendant (if there
are many defendants the plaintiff may choose among different
courts and eventually sue all of the defendants in that court).

— The competent court may also be that in whose territory the
infringement has taken place (if there has been an infringement in
more than one country, again there will be the possibility for the
plaintiff to choose among different jurisdictions).

Concerning the validity of patents there is an exclusive competence of
the courts of the state where the registration has taken place.

See also:

Patent Teaching Kit, 156-159, 164
Arts. 28.1. and 31.k TRIPS

Art. 69(1) EPC

Protocol of Interpretation of Art. 69
Art. 22 Community Patent Convention
Brussels (1) Regulation

(a) Patent licensing

— The nature of the licensing contract

— Main elements (parties, subject-matter, scope, royalties and
warranties)

(b) Selling patent rights (assignments)

The irrevocable nature of patent assignments (an assignment involves
the sale and permanent transfer of ownership of the patent by the
assignor to the assignee)

See also:

Patent Teaching Kit, 168, 170
Art. 63 EPC

Arts. 28, 33 TRIPS
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8. Trade secrets and
confidential information

(a) What is a trade secret?

(b) When is a trade secret
protectable?

(c) Protection afforded

9. Group discussion.
Patents or trade secrets?

(a) What is atrade secret?

— Concepts: trade secrets, confidential information, know-how

— Explain the concept (e.g. confidential business information which
gives an enterprise a competitive edge).

— Make it clear that trade secrets are not properly IP rights and thus
do not receive protection as such.

— Note that trade secrets may be protected by different sets of laws,
such as unfair competition laws, regulations intended to protect
confidential information or labour laws.

(b) When is a trade secret protectable?

— General requirements: secrecy, commercial value, efforts made
(measures taken) to keep secret information secret

— Types of information which can be protected

(c) Protection afforded

Varies between countries. In many countries - including France, Italy,
Spain and Portugal - criminal sanctions (fines and/or imprisonment)
are applied to acts such as the theft of manufacturing trade secrets.
Most European countries also provide for civil remedies, which in some
cases may include damages or monetary relief, against acts such as
disclosure, unfair acquisition or other unfair use of trade secrets.

Examine the availability of damages and criminal sanctions under
national laws.

Compare the protection afforded to technological innovation by patents
and trade secrets.

Advantages and disadvantages of both (examine situations where non-
disclosure of the invention is desirable, as well as other aspects such
as the "vulnerability" of protection vis-a-vis acts such as re-
engineering).

Show how trade secrets and patents may be used in complementary
ways for the protection of innovations (e.g. protecting an invention and
associated know-how).
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lll. Copyright law (5 hrs)

1. What is copyright?

(a) Approaches to copyright:
copyright and authors' rights

(b) Subsistence of copyright

(c) Types of work protected

2. Authorship

(a) Authorship

(b) Co-authorship, collaborative
and collective works

(c) Authorship and ownership

3. Rights afforded to the
copyright holder

(a) Economic rights
(b) Moral rights

(c) Neighbouring rights

(a) Approaches to copyright: copyright and authors' rights

Conceptual differences, historical origin, scope

(b) Subsistence of copyright

Protection for original expressions of a creative nature (not ideas, facts
or information)

(c) Types of work protected

— Copyright and copyright works

— What can be copyrighted?

— Atrtistic works, literary works, dramatic works, musical works
— Sound recordings, films, broadcasts, published editions

— Computer programs (as literary works)

— Databases

(a) Authorship

First ownership of copyright

(b) Co-authorship, collaborative and collective works

Joint authorship

Collective authorship

Collaborative authorship

— The difference between collective and collaborative authorship

(c) Authorship and ownership

Explain authorship and ownership with reference to the national laws
of your country.

(a) Economic rights

— Explain that the right to enjoy the economic benefits of a work
belongs to the right-holder.

— Modes of exploitation: "independence" of the economic rights over
each mode:

= Reproduction (distribution)
=  Communication
= Transformation, translation, adaptation
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(b) Moral rights

— Nature: belonging solely to the author (may be neither transferred
nor divided)

— Right to be recognised as author

— Right to object to derogatory treatment of the work (refusal to
supply the original, correction or withdrawal after publication,
completion of a work as designed by the author, prevention of
destruction of the work, etc.). Mention that in some countries (e.qg.
the United Kingdom) such rights are less extensive.

— Right of access
(c) Neighbouring rights

— Relation to authors' rights

— Performers' rights

— Phonogram producers' rights

— Broadcasting organisations' rights

— Film producers' rights

See also:

National copyright law

Information Society Directive

Rental and Lending Rights Directive
Resale Right Directive

Berne Convention

Rome Convention

WIPO Copyright Treaties

TRIPS

Intellectual property - 1B Introduction to IP law



4. Obtaining copyright
protection/duration of
copyright protection

(a) Absence of formalities

(b) Duration of protection

5. Copyright infringement

(a) Initial considerations and
concepts

(b) Infringement of reproduction
rights

(c) Infringement of communication
rights

(d) Infringement of moral rights
(e) Defences

(f) Copyright infringement on the
internet

(g) Piracy

(a) Absence of formalities

Embodiment, expression in tangible form

Copyright registers/copyright notices/legal effect

(b) Duration of protection

Literary, musical, artistic
Anonymous works
Films

Neighbouring rights

Databases

See also:

National copyright law
Information Society Directive
Term of Protection Directive
Berne Convention

(a) Initial considerations and concepts

Copies and copying
Originality/causal connection

A substantially similar work, but created independently (i.e. original
works), does not qualify as an infringement. The owner of the
original work must show that the similarity of the infringed work is
not fortuitous (e.g. elements which may be an indication of the
connection include the date of creation and the probability that the
infringer has accessed - seen or heard - the original work).

Other situations for discussion include subconscious copying,
indirect copying and plagiarism.

Exact reproductions and non-exact reproductions

Explain that non-exact reproductions or copies of parts of works
may still constitute an infringement of copyright. The determination
of whether there is an infringement or not will depend on the
question of whether the "taking" was important enough or
substantial. Remind students that copyright protects expression and
not ideas and give examples. Point out, however, that there are no
uniform criteria for the whole of the EU, and national laws and
jurisprudence should be consulted.

Point out that ownership of the content does not imply ownership of
the embodiment.
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(b) Reproduction rights

— Primary infringements: copying, issuing copies, rental, lending and
other types of distribution

— Indirect infringements/secondary liability: dealing with copies

(c) Communication rights

— Primary infringement: communication to the public (performances,
making the work available, including on the internet)

— Secondary infringement: providing means for communication to
take place (premises, apparatus, etc.), e.g. "dance hall" cases.

(d) Infringement of moral rights

— Paternity/attribution
— Integrity

Point out that moral rights are not harmonised and that classification
thus depends on the individual country.

(e) Defences (exceptions and limitations)

— Independent works (claiming the "originality" of the work alleged to
be infringing)

— Taking the idea but not its expression
— Allowed uses

— Restrictive interpretation of exceptions and limitations: copyright
limitations and exceptions are subject to minimal harmonisation in
the European Union. With respect to national legislation, mention
some "allowed uses" which exist to permit a necessary flow of
knowledge and information, whilst still seeking to provide a balance
between these needs and the author's rights.

Mention the three-step test. (exceptions (a) confined to special
cases; (b) must not conflict with the normal exploitation of the work;
(c) must not unreasonably prejudice the legitimate interest of the
owner) (Art. 5, Information Society Directive).

Discuss the possible exceptions and limitations listed in Articles 5.2
and 5.3 of the Information Society Directive as incorporated in your
national legislation. Interesting exceptions include use for the sole
purpose of illustration for teaching or scientific research,
reproduction by the press, making available of published articles on
current events, etc. (see Art. 5.2. of the Information Society
Directive).
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Explain that all national legislations must also provide an exception
for temporary acts of reproduction which are an integral and
essential part of a technological process and whose sole purpose is
to enable a transmission in a network as well as any "lawful use" of
subject-matter having no independent economic significance.

(Art. 5.1. of the Information Society Directive).

(f) Copyright infringement on the internet

— Liability of service providers on the internet (include mention of
"safe harbours" applied under certain conditions).

= Online intermediaries (network operators, access providers,
search engines, host service providers)

= Explain that in Europe, under the Electronic Commerce
Directive, there is no general liability regime applicable to ISPs.
Instead, the Directive provides for a system of specific
exemptions for activities such as mere conduit, caching and
hosting,

— The application of digital rights management (DRM) (including
protection of access control and rights control technical protection
measures (TPMs))/exceptions/ interface with public interest

See also:

National law in your country

Information Society Directive (in particular Arts. 2-7)
Arts. 12-14 Electronic Commerce Directive

Arts. 6, 8, 10, 11 and 12 WIPO Copyright Treaty
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6. Exploitation of copyright
(dealings)

(a) Licences and assignments
(b) Main types of contract used in
the course of transactions
corresponding to the different

industries

(c) Collective collecting societies

66

(a) Licences and assignments

Review the licencing and assignment of IPRs and contrast with
their application to copyright, in particular in relation to:

= Non-assignment of moral rights
= Limitations applicable to assignments of economic rights

Point out the lack of harmonisation in this area at European level
(e.g. in Germany copyrights are not assigned at all).

Types of licence and "typical" applications (e.qg. licensing through
agencies, catalogue licensing, exclusive licences conceded for
publishers, non-exclusive conceded for performances, computer
programs, etc.).

(b) Main dealings per industry

Examine briefly the main transactions in relevant sectors and point
out the contracts which may be regulated by the national law in
your country.

Publishing (e.g. publishing contracts)
Music (publishing. distribution, performance contracts)
Cinema, TV (film production contracts)

Artistic works

(c) Collective collecting societies (CCS)

Explain the origin of and rationale for the outsourcing of copyright
management.

Describe the contractual system of fully fledged collective
management:

= "Upstream” (mandate given by author or owner)
= Bilateral representation contracts between CCSs
= "Downstream" (licences from the CCS to users)

Mention problems relating to collective licensing in Europe and
involving more than one territory (see Commission
Recommendation of 18 May 2005 on collective cross-border
management of copyright and related rights for legitimate online
music services available on http://eur-
lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:32005H0737:
EN:HTML).
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IV. Trade marks and other distinctive signs (3 hrs)

1. What is a trade mark? (a) Definitions

What does it do?
— For example, a sign that distinguishes the source of specific

(a) Definitions products and services

(b) Historical background (b) Historical background

— The use of "marks" by goldsmiths in Medieval Europe/laws

(c) The functions of the trade mark . i O
protecting trade signs under the common law tradition.

in legal doctrine

(c) The functions of the trade mark in legal doctrine

— Origin function
— Quality function (guarantee)

— Advertising function (investment)

Words

2. Signs that serve as trade
marks — Graphic marks

— Slogans

— Shapes (three-dimensional trade marks)

— Other signs with potential for distinguishing products:

= Sounds, smells, single or simple colour combinations, other non-
traditional marks

— See the "graphical representation” requirement
See also:

Art. 2 Trade Mark Directive
Art. 4 Community Trade Mark Regulation
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3. Validity (grounds for
refusal or invalidity of the
trade mark)

(a) Absolute grounds

(b) Relative grounds

68

(a) Absolute grounds

— Graphic representation requirement
— "Distinctiveness" as a requirement for protection
— Invalidity of generic or descriptive terms

= Examples of generic and descriptive terms

= Examples of names and symbols that are nearly descriptive
(suggestive terms)

= Examples of arbitrary names or marks

— Invalidity of certain three-dimensional shapes if the shape is typical
of the goods or has a technical or aesthetic function

— Validity of generic/descriptive trade marks having acquired
distinctive power through use (secondary meaning)

— Specially protected emblems
— Invalidity of signs offensive or contrary to the law

— Deceptive trade marks

(b) Relative grounds

— Personal names

— Preceding trade marks - introduce the concept of "likelihood of
confusion" (examined in more detail in section 6 below)

— Preceding IP rights

— Other signs used in commerce

See also:

National laws of your country

Arts. 2-4 Trade Marks Directive

Arts. 7 and 8 Community Trade Marks Regulation
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4. Obtaining protection
(the registration procedure
and protection for
unregistered trade marks)

(a) Registration procedure

(b) Unregistered trade marks

(c) European Union-wide
protection/ Community Trade Mark

(CTM™)

(d) International registration/the
Madrid system

(a) Registration procedure

— Application for registration/priority

— Classification of trade marks

— Examination of the application

— Publication, opposition proceedings and observations
Withdrawal, restriction or amendment of an application

— Registration

Explain which requirements are dealt with at each phase of the
procedure ("absolute grounds" during the initial examination, "relative
grounds" during the opposition).

(b) Unregistered trade marks
— Protection for unregistered trade marks that are well-known to the
relevant public (some countries)

— Protection through "passing-off" (UK)

(c) European Union-wide protection/Community Trade Mark

— The Office for the Harmonization of the Internal Market (OHIM):
Community Trade Mark and Designs Register

— The Community trade mark

(d) International registration/the Madrid system

WIPO and the Madrid International Registration System

See also:

Arts. 36-45 Community Trade Mark Regulation (for procedure relating
to the CTM).

See also the OHIM website at
http://oami.europa.eu/ows/rw/pages/CTM/regProcess/regProcess.en.d
o]
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5. What rights does the
owner of a trade mark
have?

(a) Exclusive right

(b) Geographical
scopefterritoriality/priority

(c) Duration

6. Infringement of trade
marks

(a) Infringing acts
(b) Factors considered when
establishing infringement

(likelihood of confusion)

(c) Infringement of marks with a
reputation

(d) Limitations and allowed uses
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(a) Exclusive right

— Prevent unauthorised use of the same or confusingly similar signs
for similar products and services (explain the "principle of
specialty")

— Protection for trade marks with a reputation goes beyond the
"principle of specialty"

(b) Geographical scopelterritoriality/priority

— National validity: trade marks are valid in the country where they
were registered

— CTM (validity in the EU)

— Co-existence of national trade marks and the CTM

(c) Duration

— Ten years; renewal

— Explain the obligation to use the trade mark and the consequences
of non-use (See also IV.7 - Cancellation)

See also:

National laws of your country

Arts. 10, 11 Trade Mark Directive

Arts. 1, 2, 46, 47 Community Trade Mark Regulation
Art. 19 TRIPS

Art. 6 Paris Convention

(a) Infringing acts

Provide examples of commercial use, such as offering for sale or
advertising, of goods or services of a certain type or category, bearing
a sign identical or confusingly similar to a registered mark.

Relate to the "relative grounds of refusal” above, in particular with
regard to preceding trade marks.

(b) Factors considered when establishing infringement
(likelihood of confusion)

— Similarity of goods and services

— Similarity of signs

— Establishing likelihood of confusion (LoC)

— Examples taken from EU case law - see also General Courts (GC
formerly CFl), European Court of Justice (ECJ)
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7. Cancellation of a trade
mark

(a) Revocation

(b) Invalidity

8. Protection of distinctive
signs through the rules of
unfair competition and
passing-off (optional)

(c) Infringement of marks with a reputation

— Provide examples concerning marks with a reputation, where the
goods concerned may be dissimilar and where there is an unfair
advantage or detrimental use of the trade mark.

— Concepts to be studied: dilution, blurring and tarnishment

— Use examples taken from EU case law (GC and ECJ).

(d) Limitations and allowed uses

— Use of own name, kind, quality, quantity, intended purpose, value,
geographical origin, time of production of the goods or of the
rendering of the service, etc. (relate to "absolute grounds" of
refusal)

— Licences

— Acquiescence

Exhaustion

See also:

National laws

Arts. 5-9 Trade Marks Directive

Arts. 9-13 Community Trade Marks Regulation (CTMR)

European Union trade mark case law: judgements of the Court of
Justice and the General Court of the European Union (avalailable on
the OHIM website
http://oami.europa.eu/ows/rw/pages/CTM/caseLaw/judgementsECJ.en
.do)

(a) Revocation
— Causes: lack of use, mis-use, acquired genericity
(b) Invalidity

— Causes - refer to relative and absolute grounds [section 4]

See also:

National laws in your country

Arts. 3, 4, 12 Trade Marks Directive
Arts. 50, 51 and 52 CTMR

Provide an overview of the protection of distinctive signs (and other IP
rights) by the laws of unfair competition.

See also:
National laws in your country
Art. 10bis Paris Convention
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9. Exploitation of trade
marks

(a) Licensing
(b) Assignments (transfers)

(c) Trade marks as an object of
property in other undertakings

(d) Other specific contractual forms

10. Other distinctive signs
(optional)
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(a) Licensing
See module 3A, "IP contracts", section V, for more details.

(b) Assignments (transfers)

Point out that a trade mark may be transferred separately from the
undertaking.

(c) Trade marks as an object of property in other
undertakings

— Rights in rem

— Levy of execution

— TMin insolvency proceedings

(d) Other specific contractual forms

Explain the essential role of trade marks and trade mark licences
within the context of franchising agreements.

See also:

National laws

Art. 8 Trade Marks Directive

Arts. 16-23 Community Trade Mark Regulation

Depending on the specific audience, an overview of the provisions of
one or more of the following may be useful:

— Trade names (for business management students)

— Geographical indications (for students of agriculture, rural
development, etc. )

— Domain names (relevant to most studies)

— Collective and certification marks (relevant in different contexts)

See also:

National laws in your country

Arts. 1, 4.d., 10.3. and 15 Trade Marks Directive
Arts. 64-77 CTMR

Reg. 510/2006 (PDOs and PGls)
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V. Designs (2 hrs)

1. What is a design?

2. What aspects of a
design can be protected?

3. How design rights are
obtained

(a) Registered and unregistered
designs

(b) Requirements
(c) Registration/obtaining

protection in more than one
country

Explain that designs are used to enhance the attractiveness and value
of products, but that there is no legal requirement for a design to be
attractive in order for it to be protectable.

Important points:

— Concept is not related to technical functionality: contrast with utility
models and patents

— Not legally related to the concept of distinctiveness (but design is
an important activity used to enhance corporate image/brand equity
— contrast with trade mark)

Explain that protection is available for the visible appearance of parts
or the whole of a product (e.g. composed by lines, contours, colours,
shapes, texture, ornamentation, etc.).

Provide examples of different protected products coming from different
industries (e.g. cars, footwear, textiles, furniture). Explain what
"complex” products are.

See also:
Art. 3 Community Design Regulation
Art. 1 Designs Directive

(a) Registered and unregistered designs

Explain that designs are IP rights which are obtained through
registration. Mention the existence of unregistered designs at EU level
— the Unregistered Community Design (UCD) - and indicate that the
right applies to designs first made available to the public after 6 March
2002. Explain why the UCD was introduced, in particular in relation to
short life-cycle products (textiles, clothing etc.).

(b) Requirements

— Novelty. A design is considered to be new if no identical design has
been made available to the public.

= Registered design: before the date of filing of the application for
registration of the design or the date of priority

= UCD: before the date on which the design for which protection is
claimed was first made available to the public
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4. What rights does the
right-holder have? Where
are they valid and for how
long?

(a) Exclusive right

(b) Territoriality

(c) Duration
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— Individual character (i.e. when the "overall impression" it produces
on the informed user differs from the overall impression produced
on such a user by any preceding design which has been made
available to the public)

— Disclosures

— Exclusions (designs dictated by their technical function,
interconnections, designs against public morality)

— Examples

(c) Registration/obtaining protection in more than one
country

— Refer to the main phases of the registration procedure.
— Explain that at Community level designs are not examined.

— Provide an overview of the different alternatives for obtaining
protection in more than one country.

= National PTOs (national routes)
= OHIM and the Community design
= WIPO and the international registration system

See also:

For an example of a registration procedure (in this case for Community
designs):
http://oami.europa.eu/ows/rw/pages/RCD/regProcess/regProcess.en.do
National laws in your country

Arts. 3-8 Designs Directive

Arts. 4-7, 35-50 Community Designs Regulation

The Hague Agreement (WIPO)

(a) Exclusive right

— Exclusive right over a registered design with the same "overall
appearance" (include an explanation on the limitations of the right).

— Explain the influence of the "degree of freedom" of the designer
which is used to assess the scope of protection.

— In the case of UCD the owner has the right to prevent unauthorised
copying of the design throughout the European Union. In this case,
only if a third party produces an article by copying is the design
right infringed.
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5. Infringement of designs

(a) What is an infringement?
(b) Prohibited acts
(c) Unregistered designs

(d) Excepted (allowed) uses

Intellectual property - 1B Introduction to IP law

(b) Territoriality

— Valid in the country of registration or protection

— European Union: national protection and EU-wide protection (CD)
co-exist

(c) Duration

RCD: 25 years
UCD: 3 years

See also:

National laws in your country

Arts. 9 and 10 Designs Directive

Arts. 11, 12, 19, 20 Community Designs Regulation
Art. 26 TRIPS

(a) What is an infringement?

Any prohibited act involving a product in which the design has been
applied

(b) Prohibited acts

Making, offering for sale, putting on the market, importing, exporting,
stocking

(c) Unregistered designs

Similar to (b), but it must be shown that the design has been copied.

(d) Excepted (allowed) uses

— Non-infringement (private acts, research and experimental use,
academic citation)

— "Must-fit" pieces (component parts that must be reproduced in their
exact form and dimensions in order to be mechanically connected
to the product or allow the product to perform its function, e.g. a car
exhaust pipe), with the exception of parts of modular systems -
"Lego exemption".

— Designs falling under other exceptions recognised by some national
legislations. For example, "must-match" items (parts of complex
products which have special features that must correspond to the
appearance of the whole product so precisely that their
replacement entails using a part that is identical to the original, e.qg.
a car chassis, a car door, etc.), subject to the conditions established
in the corresponding law.
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6. Group discussion. IP
interfaces
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— For Community designs, the part of a complex product used in
repairs of a complex product in order to restore it to its original form.

— Invalidity of the claimant's design (grounds for counterclaims): not a
design according to legal definition, not novel, no individual
character, conflict with prior rights.

— Exhaustion

See also:

National laws in your country
Designs Directive

Community Designs Regulation

Arts. 25 and 26 TRIPS

IP interfaces

Aesthetic function, technical function and distinctiveness: provide
examples of shapes or figures that could perform more than one of
these functions at a time and discuss which would be the appropriate
IP category under which to protect them (designs, trade marks,
patents, utility models or petty inventions). The exercise should allow
students to develop an understanding of the function (purpose) of
different rights, the different requirements for protection which exist
under separate IP laws and the scope of protection which derives from
applying a particular law.
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VI. Enforcement of IP rights (3 hrs)

Infringement and defences

(a) Infringement
(b) Defences

(c) Counterclaims

(a) and (b)

Briefly explain that infringement and defences are defined in each
specific IP law (refer to the preceding sections).

(c) Counterclaims

Explain what a counterclaim is. Stress that counterclaims are a
"defensive attack" by defendants which seek to "knock down" the IPRs
upon which the claim is based (for instance, by trying to prove that a
patent is invalid because of lack of novelty or inventive step, or that a
trade mark should be cancelled because unduly registered).

Explain using the Enforcement Directive [Directive 2004/48/EC of the
European Parliament and of the Council of 29 April 2004 on the
enforcement of intellectual property rights (OJ L 157, 30.4.2004)] or
your country's national laws as a guide.
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1C History of IP

Contents

Minimum duration

(10 hours in total)

I. Introduction

Il. Early history and development of IP law

Ill. The internationalisation of IPRs

IV. Co-operation and harmonisation of IPRs in Europe

V. Workshop: Using primary sources to research IP history

Overview

This module will be of particular value to students
interested in finding out more about the historical
development of IP law and gaining an understanding of the
economic and social issues involved. Students will also
have the opportunity to apply historical research methods
to IP in a practical workshop, where they will be taught
how to work with primary IP sources.

Topics include:

— The beginnings of IP and the award of privileges in the
mercantilist period

— The early development of national IP laws in Europe
and the United States

— The internationalisation of IP law

— The development of co-operation and harmonisation of
IP rights in Europe

Intellectual property - 1C History of IP

1-2 hrs

2.5-3 hrs

2.5-3 hrs

2.5-3 hrs

1.5-3 hrs

Learning objectives

On completion of this module students will be able to apply
a critical and historical perspective to:

The relationship between patent protection,
technological progress and technological diffusion

Evolving concepts of IP ownership and authorship

The boundaries drawn between IP and the intellectual
"commons" in different historic periods

The formation of national and international IP laws and
the influence of economic and social interest groups

Students will also be better able to:

Assess evidence (public documents, patent files, laws,
political statements)

Evaluate conflicting interpretations

Assess change, by looking at past examples of
transformation (technological changes of the 19th
century, the concept of intellectual creation from the
Ancien Régime to Revolutionary France, etc.)
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Target audience Prior knowledge

Undergraduate and postgraduate students of law, political No previous knowledge of IP required
science, economics, social sciences, and history students
with an interest in IP law

Teacher profile Knowledge of this module is

recommended/required for

Lecturers in IP law history, history of technology, Module 3C
international IP law

Student assessment Related modules

Test on each section + final examination Introduction to IP (1A; 1B)
Advanced module on international IP law (3C)

80 Intellectual property - 1C History of IP



l. Introduction (1-2 hrs)

1. What is intellectual
property?

2. Philosophical
foundations

3. Modern characteristics
of IP rights

Intellectual property - 1C History of IP

Definition

Purpose

Natural rights theory
Personality rights theory
Immaterial rights theory
Utilitarian theories

Reward, incentive, disclosure

Main categories: patents and utility models, copyright, designs,
trade marks, topographic designs, plant variety protection (function,
objective, requirements, duration)

The patent and trade mark offices
Overview of the international system:

= The globalised nature of IP laws
= Harmonisation of IP in Europe
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Il. Early history and development of IP law (2.5-3 hrs)

1. The beginnings/the
award of privileges in the
mercantilist period

2. The early development
of national IP laws in
Europe and the United
States (I): Patents during
the Industrial Revolution

82

Monopolies for technical inventions

Venetian Patent Law of 1473
Statute of Monopolies of 1623 (England)

Incentives for inventors during the "siécle des lumiéres" in France

Printing privileges

15th & 16th-century printing privileges in Italy, France, Great Britain
and Germany

The origins of trade marks

Guilds and merchant marks, production marks, police marks,
responsibility mark

Great Britain

= From the Statute of Monopolies to the 1852 Patent Laws
= The 1883 Acts -modernisation of the patent system
= Characteristics of the system up to 1919

France

= The patent system in Revolutionary France - the laws of 1791
(amended in 1800)

= The Law of 1844

» Modifications up to World War |

Germany

= Patent laws in the German states prior to German Unification

= The 1877 Patent Law

= The patent system between 1877 and World War | - the
introduction of the utility model (Gebrauchsmuster)

United States

» The US Constitution and the 1790 Patent Statute

= The 1836 Patent Law and the creation of the Patent Office

= Developments in the second half of the 19th Century - Act of
1861 and the availability of patent rights to foreign citizens

The development of patent law in your country

Other countries: Japan, etc.
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3. The development of IP
laws in Europe and the
United States (ll):
Copyright and droit
d'auteur

Intellectual property - 1C History of IP

Issues to be examined include:

The concept of the invention

The requirements for protection

The creation of patent offices

The requirements of disclosure and publication

The protection of overseas inventions

The protection of chemical and pharmaceutical products in
Germany and Britain

France

1777 decrees and the grant of rights to authors in perpetuity
French Revolutionary Decrees of 1791 and 1793

Beginning of the 19" Century and the incorporation of moral
rights in Droit d'Auteur laws

1852 Decree —Protection of foreign works and authors

The origins of collective copyright management: Société des
Auteurs Dramatiques, Société d'Auteurs, Compositeurs et
Editeurs de Musique, Société des Gens des Lettres

Britain

The Act of Queen Anne of 1709

The Acts between 1735 and 1875 - expansion of copyright to
sheet music, maps, charts, sculptures, paintings, photographs,
dramatic works and songs sung in a dramatic fashion, and
lectures outside of educational institutions

Germany

The municipal ordinances, acts and laws preceding unification,
and treaties on reciprocal protection between Prussia and the
various German states

1870 Copyright Law for the German Empire

United States

The 1790 Copyright Act

The expansion of copyright to encompass musical compositions,
plays, engravings, sculptures and photographs

Origins of the "fair use" doctrine

The Chace Act of 1891 on the protection of foreign residents

The development of copyright law in your country
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4. The development of IP
laws in Europe and the
United States (lll): Trade
mark law
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Issues to be examined include:

The protection of authors and publishers

The expansion of copyright law from literary to other artistic forms
Duration

Limits

Protection of foreign works

Britain

= Protection through passing-off

= The Merchandise Marks Act 1862

= The Trade Mark Registrations Act of 1875
* The 1905 Act

= The 1938 Act

France

= The criminal laws of the beginning of the 19th century
» Manufacture and Goods Mark Act of 1857

Germany

= The trade mark protection laws of 1874 and 1894 - introduction
of a registration system
= 1936 amendment

The United States

= Common law protection

= The Federal Trade Mark Act of 1870 and the USSC abolition of
1879

= The Federal Trade Mark Act of 1881- based on Federal
competence over interstate commerce

= The 1905 amendment

The development of trade mark law in your country

Issues to be examined include:

The passage from use-based protection to registration-based
systems

The existence (or otherwise) of the right to oppose a registration

The PTO's obligation to publish
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lll. The internationalisation of IPRs (2.5-3 hrs)

1. The internationalisation  Discuss bilateralism in the 19th century (in copyright: the issue of
of trade and the limits of reciprocity; in trade marks: the issue of national treatment).

the "territoriality” of IP Explain the perceived need for international protection for authors (and

the International Literary Association).

Explain the perceived need for international protection for inventions
and other industrial property rights (the World Fairs of London 1858
and Vienna 1873 - Congress for Patent Reform)

Provide a general description of the international system. Issues
include:

— agreement on certain foundational principles (e.g. national
treatment) but sovereign discretion over IP standard-setting (e.g.
first to file system vs first to invent)

— patenting of chemical compounds

— differences in the recognition of the doctrine of moral rights for
authors

— differences in standards for trade mark registration

— differences in the level of protection against unfair competition

2. Multilateralism (1): IP The Paris Convention of 1883 (scope, principles - national
rights treatment, priority)

— International co-operation in IP, industrial property and developing
countries:

= Patents: Patent Cooperation Treaty(1970)

= Patent issues relating to developing countries, e.g. Technology
transfer and compulsory licences

= Trade marks: the Madrid Agreement for the International
registration of Marks (1891) and the Madrid Protocol (1989)

3. Multilateralism (I1): — The entry of the United States into the international system and the
Copyright Universal Copyright Convention (1948)

— The developing countries and the revisions of the Berne
Convention in Stockholm (1968) and Paris (1971)

— The protection of performers, recorders and broadcasters and the
Rome Convention (1958)
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4. Multilateralism (l11): — Examples of other areas that became the subject of international
Other agreements/the agreements:

international organisations Trade marks (Indication of Source, 1891)

= Designations of origin (Lisbon Agreement)

= Designs (Hague Agreement, 1925)

= Plant varieties (International Convention for the Protection of
New Varieties of Plants, Acts of 1961 and 1991)

= Semiconductor chips (Treaty on Intellectual Property in Respect
of Integrated Circuits, 1989)

— The role of international institutions: BIRPI and the World
Intellectual Property Organization

5. Multilateralism (IV): The - The insertion of IP in the Uruguay Round Negotiations

link between IF and trade The TRIPS Agreement and WTO
and the beginnings of the

globalisation of IP
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IV. Co-operation and harmonisation of IPRs in Europe (2.5-3 hrs)

1. Co-operation and — The EEC, IP and intra-Community trade
harmonisation of IPRs in

Harmonisation and co-operation in patents:
Europe

= The Strasbourg Convention on the Unification of Certain Points
of Substantive Patent Law (1963)

= The European Patent Convention (1973) and the European
Patent Office

= The planned Regulations related to the Unitary patent

— Harmonisation of trade marks and designs and the "unified
systems" (the Community Trade Mark Regulation and the
Community Design Regulation; the Community Plant Variety
Protection Regulation; Protected Designations of Origin and
Protected Geographical Indications)

— Community action for the harmonisation of copyright law
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V. Workshop: Using primary sources to research IP history (1.5-3 hrs)

1. Using primary source Sources (examples):

documents in the research

and interpretation of IP Primary Sources in Copyright (1450-1900)/CIPIL
history www.copyrighthistory.org/

Patent and Trademark Depository Library
www.ptdla.org/history
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2A Financing and IP

Contents Minimum duration

(10-12 hours in total)

I. IPRs in a nutshell 1.5-2 hrs

Il. IP as a financial asset 10 hrs

This module is designed to give students an understanding On completion of this module, students should be able to:

of how IP functions as a financial asset. Economists have

long since established that there is substantial under- — Understand the importance of protecting IP as a way of

investment in R&D due to the un-appropriable nature of its capturing the value of knowledge

main intangible "product”: knowledge. However, in these

times of competitiveness, a firm's value is often based on

precisely such intangibles rather than on "bricks and — Distinguish between the relevant financial institutions

mortar". and their roles and expectations when making
investments

— Use IP as a financial asset to attract investments

IPRs make the exploitation of knowledge appropriable. IP
assets - patents, know-how, copyright, trade marks, etc. -
are a substantial component of the value of contemporary

— Recognise the implications of opting between debt and
equity capital

businesses. Because of this, financial institutions are — Opt between financial instruments available to
gradually adopting a new approach towards IP-based innovation-based firms, according to the different
investments. stages of development
In it students will cover the following subjects: — Benefit from practical knowledge on how to produce
and use business tools (such as making a business
— Liquidity constraints for innovation-related investments plan, how to perform due diligence on IP,
and how economists explain them understanding the proper legal set-up for receiving

venture capital) to provide assurance and accurate
information to investors and facilitate investment in an
— The financial sources and alternatives available to IP start-up while securing IPRs

innovation and IP-based firms

— The role of IP in facilitating investments in R&D

— The strategic choices facing entrepreneurs in relation
to financing IP

— Tools which make it easier to attract and incorporate
venture capital for innovative projects based on IP
(practical workshop)
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Target audience Prior knowledge

Primarily students of business, economics, engineering, Basic IP knowledge is recommended (Modules 1A; 1B).
science and medicine, but also applicable to students of The "IPRs in a nutshell" module can be included
law and social sciences. depending on student's general background.

Teacher profile Knowledge of this module is

recommended/required for

Lecturer in economics and/or financial management with a  Module 5B
knowledge of or familiarity with IPRs

Student assessment Related modules

Examination + assessment of participation in workshops Modules 2B-2F; 2H, 3A

90 Intellectual property - 2A Financing and IP



I. IPRs in anutshell (1.5

IPRs in a nutshell

Intellectual property - 2A Financing and IP

-2 hrs)

Include this option if your students have no background in IP. Ideally,
students should have a basic knowledge equivalent to introductory
modules 1A and 1B. See "IPRs in a nutshell” module.
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lI. IP as afinancial asset (10 hrs)

1. Innovation and liquidity
constraints

(a) Under-investment in R&D in
economic theory

(b) Innovation and liquidity
constraints

(c) Characteristics of R&D
investments

(d) The role of intellectual property
rights

2. Financial sources

(a) Internal financing

(b) Financial markets: debt, equity
and quasi-equity

(c) Public sources of finance
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For economic theories on under-investment in R&D see Arrow (1966)
and Nelson (1959). On the role of IPRs to undercut under-investment
in R&D see LApez (2009).

(a) Under-investment in R&D in economic theory

— The non-rival, non-excludable nature of knowledge

(b) Innovation and liquidity constraints

— Empirical evidence

(c) Characteristics of R&D investments

— Nature: investments in human capital, knowledge and effects on
R&D spending

— Uncertainty of outcome

— Variability of information and risks over time: effects on investment
decision-making (e.g. "real-option" decision processes)

— Difference between the external and internal investment costs of
capital (factors: information asymmetries, moral hazard,
government intervention)

(d) The role of IPRs

— The role of IP as an appropriability mechanism
— Other mechanisms

= Lead starts, moving down the learning curve, the use of
complementary manufacturing capabilities, secrecy

(a) to (c)

Give an overview of alternative sources for financing research and
other innovation development projects.
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3. Debt capital and IP

(a) Banks and IP
(b) IP as collateral for loans

(c) IP-backed securitisation

4. Equity capital, quasi-
equity and IP

(a) Sources of private equity

(b) Importance of protecting and
reporting IP to investors

(c) Private equity funds

(d) Quasi-equity

For a summary of these topics see, for example, OECD (2006).

Explain the difference between debt and equity capital. Initiate a
discussion on the advantages and disadvantages of each one as a
source of finance (e.g. debt capital represents higher risks for the
business doing the borrowing, while venture capital represents a high
risk for the investor).

(a) Banks and IP

Explain that lending money and keeping IP assets as collateral is a
recent phenomenon and that commercial loans and bank financing by
granting a security interest in IP are becoming more and more
common (see, for example,
http://Amww.wipo.int/sme/en/ip_business/finance/ip_assets_financing.htm.

(b) IP as collateral for loans

— Limitations of IP as collateral.

Using a practical perspective, based on observation of market
reality, explain the limitations of using IP as collateral, in particular
since IP cannot be readily turned into cash (for instance, through
auctions).

— Cite positive examples of government programmes supporting the
use of IP as collateral backing up credit.

(c) IP-backed securitisation

— Securitisation in a nutshell
— Level of development of IP securitisation and examples

A classic example is provided by the famous "Bowie bonds", a
securitisation based on the royalty returns for copyright on the David
Bowie repertoire (for more information, see
http://financial-dictionary.thefreedictionary.com/Bowie+Bonds).

(a) Sources of private equity

— Seed capital

= Entrepreneur
= Equity based on personal trust
» [Informal investors

— Venture capital

= Participation in equity
= Risk-bearing and expected return
= Venture capitalists

— Private investors

— Fund management companies

Intellectual property - 2A Financing and IP 93



5. Innovation cycles and
financial needs

(a) From early development to the
exit stage

(b) Financing a technology-based

start-up: debt or equity?
(Discussion)

6. Workshops and practical
exercises
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(b) Importance of protecting and reporting IP to investors

— The importance of making a business plan

— IP due diligence
(c) Private equity funds

— Independent funds

— Captive funds
(d) Quasi-equity

— Definition
— Justification/benefits

— Instruments

(a) From early development to the exit stage

Explain that IP-based entrepreneurial projects require substantial
investment in the initial phases. Then, if the start-up is successful,
further investments in R&D, plant, equipment and inventory are
needed.

Explain the different financial needs at the different stages of the
innovation cycle, integrating the various sources of finance available.

(b) Financing a technology-based start-up: debt or equity?
(Discussion)

European retail banks and other funding institutions are not always
particularly comfortable investing in, or lending to, businesses where
the prime focus is the commercialisation of IP. Although there has
been some shift in this attitude, and some examples of IP-backed
credit are to be found, these are still exceptional, and are rarely
recommended as sources of credit for a start-up.

Discuss the risks and disadvantages of debt financing (e.qg. difficulties
in obtaining credit, risk of running out of cash flow to repay debt
finance in accordance with a repayment plan, requirement of personal
guarantees and/or collateral security over real estate from owners or
responsible heads of the firm in order to secure the debt, etc.).

Contrast with the option of seeking venture capital.

Depending on time constraints, students may opt to do one or two
workshops, including a practical exercise.
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6(a) Workshop 1: Making a
business plan

6(b) Workshop 2: IP due
diligence basics

6(c) Workshop 3:
Structuring an investment
vehicle/the joint venture

Exercise 1: Draw up a business plan incorporating an IP strategy
(students will require prior knowledge of writing business plans).

Exercise 2: Perform a simple IP due diligence

The workshop may be divided into two parts. In the first part, students
are given an introduction to the basics of IP due diligence (see module
2H). In the second part they perform a simple IP due diligence,
discussing the main aspects that a search must focus on (IP
protection, contacts, etc.).

Exercise 3: Draft a heads of agreement for a joint venture

The workshop may be divided in two parts. In the first part, students
are given an introduction to the main characteristics of a joint venture,
including the principal issues:

— Legal issues: discuss which legal structures are most
advantageous and which are less so.

— Issues relating to shareholder agreements aimed at the exploitation
of IP, including its capacity to serve as an equity investment
vehicle.

— Allocation of tradable shares or units

— IP ownership issues: resolve issues such as those relating to
ownership of the IP by the entity (trust or company) which receives
the capital investment

— Forms: private companies, unit trusts (in UK) etc.

— Functioning (shareholder structures, licensing agreements for
exploitation of IP, etc.)

— Forming the joint venture

= Scope of the venture

= Ensuring and defining contributions
= Ensuring proper administration

= Assignment and licensing of IPRs

= Exit mechanisms

= Tax issues

— Restrictions upon termination

The second part of the exercise consists of drafting the heads of
agreement of a joint venture, including one or more investors. This will
allow students to apply the knowledge acquired in the first section.
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2B The commercialisation of IP

Contents

Minimum duration

(10-12 hours in total)

I. IPRs in a nutshell

IIl. Integrating IP into business

Ill. IP commercialisation through agreements and partnerships

I11.1 IP- related agreements

I11.2 Licensing

I11.3 IP entrepreneurship: company models for commercialising IP

IV. Workshops and practical exercises

Overview

This module deals with the commercialisation of IP rights
and the different modalities and tools used in IP-related
transactions and legal agreements (licensing contracts,
assignments, distribution agreements, etc.). It also focuses
on some common modes of association and collaboration
with the aim of exploiting IP, with special attention being
paid to start-ups, spin-offs and joint ventures.

The module includes the following topics:

— Overview of the main IPR categories (patents,
copyright, trade marks, designs, etc.) and their function

— The relevance of different IPRs in the life cycle of a
product

— Different ways in which IP may be used to generate
revenue

— The importance of integrating IP-related considerations
into business planning

— Common contracts and agreements used to exploit IP
(e.g. licensing agreements)

— Modalities of exploiting IP, including different forms of
business set-ups and forms of association (e.g. start-
ups, spin-offs, joint ventures)

Intellectual property - 2B The commercialisation of IP

1.5-2 hrs

2 hrs

6-8 hrs

2 hrs

2-4 hrs

2 hr

2-4 hrs

Learning objectives

On completion of this module students should be able to:

Identify different forms of IP and decide what IP to
protect at each stage of the innovation cycle

Explain the importance of conducting a proper IP due
diligence and IP valuation process, and what they
consist of, before initiating an IP transaction

Indicate different ways of generating revenue using IP,
including different business models for exploiting IP

Incorporate IP into business planning

Summarise the principal issues/decisions arising during
the licensing process, in particular in relation to:

= the scope of the agreement (exclusivity, territory,
duration)

= economic considerations (royalties)

= obligations of the licensor and licensee concerning
the IPRs which are being licensed

Draft a heads of agreement relating to a simple IP
transaction

Give examples of situations where putting IP to work is
optimised through:

= forming a start-up

= setting up a spin-off

= forming a joint venture
= licensing IP

= assigning IP
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Target audience Prior knowledge

Primarily students of business, economics, engineering, No previous knowledge required, although a basic
science and medicine, but also students of law and social knowledge of IP knowledge is recommended (modules 1A
sciences and1B or equivalent)

Teacher profile Knowledge of this module is

recommended/required for

Lecturer or professional technology/business/IP manager Module 5B
(e.g. university TTO staff member) with experience in IP
commercialisation

Student assessment Related modules

— Multiple choice tests or short exams 2A, 2C-2H, 3A

— Performance in workshops and practical exercises
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I. IPRs in a nutshell (1.5-2 hrs)

IPRs in a nutshell Include this module in the programme if your students have no
background in IP. Ideally, students should have a basic knowledge
equivalent to introductory modules 1A and 1B for maximum benefit.
See the "IPRs in a nutshell" module.

Intellectual property - 2B The commercialisation of IP
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Il. Integrating IP into business (2 hrs)

1. IP as a source of
revenue

(a) Buying and selling IP
(b) Licensing

(c) Other ways of generating
revenue with IP

() IP as a source of finance
(i) IP and tax opportunities

(d) Cost of IP

2. Models for innovation
and IP commercialisation

(a) New models of innovation

(b) Specific commercialisation
schemes/arrangements
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(a) & (b) Buying, selling and licensing
Define IP commercialisation (to be developed in sections 11.2 and I11.2).

(c) Other ways of generating revenue with IP

(i) IP as a source of finance
Explain about obtaining debt and equity capital through IP

(i) IP and tax opportunities

Taking proper account of IP enables entities to implement more tax-
effective structures. With adequate knowledge and planning, there are
opportunities to maximise the returns available from IP and to protect
the value of these important assets from unnecessary exposure to
income tax.

However, as tax regulations differ greatly from country to country -
including the treatment of costs incurred in creating or acquiring 1P
assets as well as the implications of exploiting existing IP assets
through licensing, sale and use - such issues must be examined from
the point of view of the relevant national law.

(d) Cost of IP

Provide information about the cost of obtaining, maintaining and
defending patents, trade marks, etc.

(a) New models of innovation

Explain the shift from closed models of exploitation to more "open"
models of innovation (open innovation) (see, for example, Chesbrough
(2006) and OECD (2006).

(b) Specific commercialisation schemes/arrangements

— Developing and selling own products
— Start-ups/spin-offs

— Co-operation/joint ventures

— Licensing IP

— Assignments (selling IP)

— Selling the business with the IP
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3. The importance of
integrating IP into
business planning

(a) Functions of business planning

(b) Main elements of a business
plan

(c) How to integrate IP into
business planning

4. Identifying and knowing
the value of IP

(a) What is IP due diligence?

(b) How is IP valued?

Give a brief outline of the importance and advantages of integrating IP
into a business plan.

(a) What is IP due diligence?

Define due diligence. Emphasise the importance of IP due diligence.
Give the main elements of due diligence:

— evaluating the management team

— auditing the financial accounts

— evaluating IP in the process of commercialisation

(b) How is IP valued?

Provide an overview of the main approaches (cost-based, market-
based, income-based, option pricing-based).
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lll. IP commercialisation through agreements and partnerships (5-6 hrs)

[11.1 IP related agreements (2 hrs)

1. Introduction: co-
operation, collaboration
and partnerships

(a) Different partnerships;
different legal arrangements

(b) The importance of procuring

legal advice

2. Common agreements
used in IP-related
transactions

(a) Confidentiality and non-
disclosure agreements

(b) Research agreements

(c) Research collaboration
agreements (sponsorship
agreements)

(d) Licensing (see next section)
(e) IP assignments

(f) Distribution contracts

(g) Employee and researcher
contracts

(h) IP agreements and anti-
competitive practices
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(a) and (b)

Explain that almost every form of exploitation requires a legal
agreement with one or more parties.

For each type of agreement explain the purpose of the agreement,
"typical” parties involved, categories of IP concerned, IP-related
aspects (present ownership, ownership of future developments or
improvements, ownership of IP resulting from R&D, the moment in the
innovation cycle where each agreement is likely to appear, business
situations typically associated with the agreement) and the scope.

Provide examples.
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1.2 Licensing (2-4 hrs)
1. Licensing basics

(a) What is a licence?
(b) What can licences be used for?
(c) Licensor and licensee

(d) Licensing-in/licensing-out

2. Purpose of
licences/application of
licences in business

(a) What is a licence?

Business objectives reflected and contractual nature

(b) What can licences be used for?

Technology, trade marks, merchandising, entertainment and
publishing, franchising, software

(c) Licensor and licensee

Who can enter into a licence agreement/legal capacity? Examine the
case for affiliates in group companies.

(d) Licensing-in/licensing-out

Licensing is a suitable mechanism for transferring technology between
licensors (who license out), who want to leverage their technological
assets and licensees (who license in), who want to complement their
internal technological capabilities.

Stress the increasing role of licensing in "new" technology
development models. Place the use of licensing in a context where
innovation models evolve from "closed innovation" to "open innovation
(see Chesbrough [2006], OECD [2006]).

Mention different purposes (financial and strategic):
— Obtaining revenues

— Gaining access to complementary assets (e.g. by licensing
technology to a party that may further develop and/or distribute the
product, or by cross-licensing essential technologies in order to
gain freedom to operate)

— Developing efficient partnerships

Intellectual property - 2B The commercialisation of IP 103



3 The process of
negotiation and the
elements of the licensing
agreement

(a) Preparing to enter an
agreement

(b) An overview of (some) of the

main elements of licensing
agreements

4. Main economic
considerations

(a) Forms of paying for licensed IP

(b) How is the value of a royalty
established?
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(a) Preparing to enter an agreement

— Identifying and evaluating IP for licensing

— Memorandum of understanding (MOU)/letter of intent

— Confidentiality issues

(b) An overview of (some) of the main elements of licensing
agreements

— Parties

— What is being licensed (subject-matter)

— Scope of the licence

— Field of use

— Exclusive, sole and non-exclusive licences (advantages and
disadvantages of exclusivity for the licensor and the licensee)

— Territory

— Other issues (sub-licences; arrangements concerning
improvements to inventions [for technology licences])

— Economic arrangements (see section 111.2(5) for more details)

— Other clauses (representations and warranties, liabilities,
termination)

Point out that clauses found to be 'anti-competitive' in terms of EU
Competition Law are not permitted and are deemed to be void (see
also: Art. 101 TFEU).

(a) Forms of paying for licensed IP

Lump sums
— Royalties

» Royalty basis
= Royalty rates
= Commercial objectives and royalty variables

Combination of lump sums and royalties

Explain the advantages and disadvantages of each.

(b) How is the value of aroyalty established?

Explain that it is calculated on the basis of profits or sales. Define
these terms in relation to market practices in specific sectors.
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5. Practical exercise: Use templates or examples of licensing agreements to discuss
Overview of common common clauses such as those studied earlier, as well as specific
clauses and specific issues relating to some or all of the following:

matters relating to different

. . Technology licences
licensing arrangements

— Trade mark licences

Software licences (e.g. end-user agreements)

Know-how licences
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[11.3 IP entrepreneurship: company models for commercialising IP (2 hrs)

1. IP law and company law

2. Start-up companies
(a) What is a start-up company?

(b) Functions and main
characteristics

(c) Who's who in the start-up
process

(d) Transferring IPRs to a start-up
(licences and assignments)

(e) Preventive arrangements to
avoid IPR ownership issues

() Assessment of the start-up as a
vehicle to commercialise IP
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Explain how IP law and company law do not go always hand in hand.

Describe how different forms of IP agreement may be employed in a
single venture or project between partners.

Account for the interplay between IP ownership issues, taxation and
property issues, etc.

(a) What is a start-up company?

— Define "start-up" (e.g. a company with a limited operating history)

— List the differences over other closely related or similar concepts
(e.g. "spin-offs")

— Describe the phases of a start-up

(b) Functions and main characteristics

Consider the following factors:

— The degree to which they are innovation-based
— The added value of products

— The qualifications of employees

— Flexibility

— Degree of specialisation

(c) Who's who in the start-up process

Provide a description of the main actors who usually take part in any
start-up process (partners, investors, employees, "founder equity",
etc.).

(d) Transferring IPRs to a start-up (licences and
assignments)

Compare the advantages and disadvantages of licensing and
assigning IPRs from the point of view of the inventor.

Compare the terms under which inventors seek to license technology
to the terms desired by the venture capitalists (Who will cover patent
costs? Will the licence be exclusive or non-exclusive? What is the field
of use?).

(e) Preventive arrangements to avoid IPR ownership issues

Talk about the arrangements which separate the holding of IP and its
commercialisation (exploitation) into different entities.
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3. Spin-offs (in particular
university spin-offs)

(a) Functions and main
characteristics

(b) Universities/other partners and
investors

(c) Transfer of IPRs to spin-offs
(licences)

(d) Assessment of the spin-off
model

4. Discussion: Spin-off vs
start-up

(a) Discuss the advantages and
disadvantages of both models for
transactions involving university-
generated IP.

(f) Assessing a start-up

Consider the following factors: risk, return and implications or possible
changes, from the point of view of the rightholder, regarding control
over the IP.

(a) Functions and main characteristics

Explain the following elements:

— The extent to which they are innovation-based

— The added value of products

— The qualifications of employees (university researchers)

— The degree of flexibility and specialisation
(b) and (c)
Examine the aspects referred to in 2(d) and 2(e).

(d) Assessment of the spin-off model

Explain parameters (who is in control of the IP after the creation of a
company), returns of the venture, and risk.

Engage students in an assessment (advantages and disadvantages)
of the spin-off model from the university's point of view.

Is commercialisation of the "products"” of university research
compatible with the nature of the university and its principal aims? How
does the creation of start-ups and spin-offs fit in with the general
policies of the university?

(Suggestion: discuss the issue in relation to your university's mission
statement and the mission statements of other leading centres, e.g.
"Mission Statement: University of Oxford", Oxford University Gazette,
September 1998,
http://www.ox.ac.uk/gazette/1998-9/supps/2_4484.htm)

Specific issues to be discussed or studied:

— Control of the company and control of the IP transferred to the
company

— Flexibility
— Risks and potential returns
— Capacity to obtain the optimum level of exploitation

— Employment (e.g. the problem of employee "drainage" in the spin-
off, where researchers must find compatibility with their university
obligations)
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5. The joint venture

(a) Function and characteristics of
the joint venture

(b) Specific issues

(c) Forming a joint venture

6. Franchises (optional)

(a) Function and characteristics

(b) IP typically included in
franchise agreements

(c) Examples of franchises

108

See also:

IP Handbook of Best Practices
www.iphandbook.org/handbook/ch13/p05/index.html

Amiram Porath, "Spin-off versus licensing, the Academy Dilemma”,
IPR-Helpdesk Bulletin, March-April 2006

Explain that joint ventures are defined by their purpose (sharing risks
and profit in an entrepreneurial project), but that they may adopt
different legal forms (corporation, limited liability companies,
partnership, etc.).

(b) Specific issues

For example, long-term arrangements, IPR ownership and assignment
of rights

(c) Forming a joint venture

Enable students to identify the issues which must be defined before
entering into a joint venture:

— Scope of the venture

— Ensuring and defining contributions

— Ensuring proper administration

— Defining rights among parties (including assignment of IPRS)

— Exit mechanisms

— Restrictions upon termination

(a) Function and characteristics

— Franchises as a business model

— Main elements of a franchise agreement

(b) IP typically included in franchise agreements

— Trade marks
— Know-how
— Patents

— Other rights

(c) Examples of franchises
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7. Selling IPRs Focus here on any mandatory national rules, especially formal

requirements (e.g. deed vs contract for assigning IP rights).
(a) Assigning IPRs

(b) Selling IP with the business
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IV. Workshops and practical exercises (2-4 hrs)

1. Workshops and practical Students may opt to do one or two workshops, including a practical
exercises exercise.

1(a) Workshop 1 - Making a The workshop may be divided in two parts. In the first part, students

business plan and are introduced to the basics of how to prepare a business plan. In the
integrating IP second part they are asked to draft an outline of a business plan for a

given project, highlighting how IP is incorporated into the business
Exercise 1: Draw up a business strategy.

plan incorporating an IP strategy

1(b) Workshop 2 - IP due The workshop may be divided in two parts. In the first part, students

diligence basics are introduced to the basics of IP due diligence (see module 2H). In

the second part they perform a simple IP due diligence and discuss the
Exercise 2: Perform a simple IP main aspects that a search must focus on (IP protection, contracts,
due diligence etc.).
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1(c) Workshop 3 -
Structuring an investment
vehicle: the joint venture

Exercise 3: Draft a heads of
agreement for a joint venture

The workshop may be divided in two parts. In the first part, students
are introduced to the main characteristics and issues relating to joint
ventures, e.g.:

Legal issues: discuss which legal structures are advantageous, and
which are not

Issues relating to shareholder agreements aimed at the exploitation
of IP, such as the capacity to serve as an equity investment vehicle

Allocation of tradable shares or units

IP ownership issues/resolve exclusive ownership of the IP by the
entity (trust or company) which receives the capital investment

Forms: private companies, unit trusts (in UK), etc.

Functioning: shareholder structures, licensing agreements for
exploitation of IP, etc.

Forming the joint venture

= Scope of the venture

= Ensuring and defining contributions
= Ensuring proper administration

= Assignment and licensing of IPRs

= Exit mechanisms

= Taxissues

Restrictions upon termination

The second part of the exercise consists of drafting the heads of
agreement of a joint venture, including one or more investors. This
exercise should allow students to apply the knowledge they acquired in
the first section.
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2C IP licensing agreements and negotiations

Contents

Minimum duration

(10-12 hours in total)

I. IPRs in a nutshell + Introduction to contract law and licensing 2.5-4 hrs

Il. The agreement: preparatory steps and contents
Ill. Economic considerations

IV. Types of agreement

V. Conducting licensing negotiations

VI. Follow-up to the agreement

VII. Practical exercises

Overview

Licensing is an essential tool for leasing IP assets and for
establishing efficient partnerships aimed at exploiting IP.
This module provides students interested in the
commercialisation of IP (researchers and developers,
prospective IP owners, business and technology
managers, etc.) with an in-depth understanding of
licensing agreements and negotiations.

The module contains:

— An overview and preliminary assessment of options for
exploiting IP: in-house, assignments, licensing

— Basic concepts and the business applications of
licensing

— Preparatory steps to be taken as part of a licensing
negotiation strategy

— An examination of the contents of an agreement,
including:

= the extent of the rights assigned (what is licensed
and where)
= economic considerations (royalties)

— ldentification of the important related issues and
negotiation skills

— An overview of what happens after the licensing deal
has been made (management of rights and obligations
arising from licensing agreements)

2 hrs
2 hrs
1-4 hrs
2 hrs
1hr

2 hrs

Learning objectives

On completion of this module students should have
acquired knowledge of:

— Alternative ways of exploiting IP: in-house,
assignments, licensing

— The business applications of licensing
— Preparatory steps in licensing negotiation strategy
— The essential elements of an agreement

— The extent of the rights assigned (what is licensed and
where)

— How to calculate royalties and other economic
considerations

— Common aspects and differences in licences for
different types of IP (technology, trade marks,

copyright)
They will also be able to:
— Draft a heads of agreement containing the main

elements of the licensing deal

— Carry out licensing negotiations, with skills developed
through specific exercises

— Prepare a strategy for the management of rights and
obligations arising from licensing agreements
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Target audience Prior knowledge

Students of engineering, science, medicine, business and Basic IP knowledge required. Students with no previous
economics knowledge should take introductory modules 1A and 1B.
Module 2B (Commercialisation of IP) is recommended.

Teacher profile Knowledge of this module is

recommended/required for

Licensing specialist/technology transfer or IP expert with
experience in licensing (including university technology
transfer office staff)

Student assessment Related modules

Tests (written or multiple-choice) in combination with an Other modules relating to the exploitation of IP (2A, 2B,
assessment of performance in the practical exercises and 2D-2F, 2H , 5B)
workshops
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I. IPRs in a nutshell/Introduction to contract law and licensing
(2.5-4 hrs)

[.1 IPRs in a nutshell. (1.5-2 hrs)

IPRs in a nutshell Include this option if students have no background in IP. Ideally, a
basic knowledge of IP equivalent to introductory modules 1A and 1B is
recommended. See the "IPRs in a nutshell" module.
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[.2 Introduction to contract law and licensing (1-2 hrs)

1. Contract law basics

2. Licensing basics

(a) Understanding the nature of
licensing agreements

(b) Main concepts and terminology:

definition and classification of
licences

(c) Why license? Applications of
licensing in business
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Introduce students to the concepts of form, structure, terms, breach of
contract, void contracts, damages, etc.

(a) Understanding the nature of licensing agreements

Business objectives reflected

Contractual nature

(b) Main concepts and terminology: definition and
classification of licences

What is a licence?
What can licences be used for?

= Technology, trade marks, merchandising, entertainment and
publishing
= Other forms (franchising, software licensing)

Licensor, licensee
Licensing-in/licensing-out

Exclusive, sole and non-exclusive licences

(c) Why license? Applications of licensing in business

Discuss different reasons, including:

Obtaining revenues

Gaining access to complementary assets

Increasing distribution of product

Scarcity of resources

Developing efficient partnerships

Obtaining funds for research

Transferring knowledge from universities to the community

Strategic decisions involved in licensing
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Il. The agreement: preparatory steps and contents (2 hrs)

1. Preparatory steps

(a) Identifying and evaluating IP for
licensing

(b) Partner relationship
development

(c) Confidentiality

2. Contents of the
agreement

(a) Parties involved
(b) Subject-matter of licence
(c) Scope of the licence

(d) Competition law and licences in
the EU

(e) Royalties
(f) Financial administration

(9) Risks/warranties and
representation/indemnification

(h) Commencement and
expiry/termination

(i) Other issues

Intellectual property - 2C IP licensing agreements and negotiations

(a) Identifying and evaluating IP for licensing

— IP due diligence
— Using patent information to evaluate a transaction

— Establishing the value of IP (for valuation see section Ill, "Economic
considerations")

(b) Partner relationship development

— Memorandum of understanding/letter of intent

(c) Confidentiality

Define confidentiality in the preparatory stage and mention possible
exceptions to this requirement.

(a) Parties involved

Explain who or what (persons/firms) may be a "licensor" or "licensee
(e.g. affiliates, co-owners, etc).

(b) Subject-matter of licence

Stress the importance of
— including all the relevant IP rights

— properly indicating the IPRs subject to the licence

(c) Scope of the licence

Explain what it covers (scope) and where it applies (territoriality).

(d) Competition law and licences in the EU

Give a brief overview of permitted and non-permitted clauses, using
examples. In particular, explain what might be considered restrictive
practice within the meaning of Article 101 (ex Art. 81) TFEU. Mention
the allowed exceptions to this provision (cases where the restrictions
lead to economic benefits, improved production, technological
progress, etc.). Refer to "block exemptions".

Mention "white lists" vs "black lists".
(e) Royalties

Explain that they are a fundamental element of a licensing agreement
and that they will be dealt with in more detail in section IIl.
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(f) Financial administration

— For example, obligations on the licensee to keep accounts and
records, report results and pay royalties.

(9) Risks/warranties and representation/indemnification

— Describe the potential risks for licensor and licensee.
— Refer to the link between warranties and consideration.
— Warranties: implied vs expressed warranties

— Indemnification: see the section on contract law basics

(h) Commencement and expiry/termination

— Licensing agreements must incorporate clauses relating to the
effective date of commencement and termination of the contract.
Effective date: the start of the licence must be stipulated. In some
specific cases, for instance when government approvals are
required for a license agreement, a condition providing that the
license will not come into effect until it has been approved in the
form agreed between the parties should be included.

— Expiry/termination: mention the factors which might lead to
termination of the licence and which need to be detailed in the
contract (upon a fixed date, upon an event - for example, on expiry
of the licenced IP or on the IP becoming invalid - or termination by
one party).

(i) Other issues

— Confidentiality clauses and exceptions
— Applicable law, dispute resolution clause/choice of forum

— Prosecution and defence of IP rights (and obligations of the parties
in the event of infringement of the IP)

— Grant backs
— Validity clauses

— Change of control clauses
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lll. Economic considerations (2 hrs)

1. Knowing the value of IP  (a) Valuing IP in the context of licensing agreements

(IP valuation)

— When and why does the valuation process take place?

(a) Valuing IP in the context of — Valuing the technology to be licensed:

licensing agreements

= Valuation performed by the licensee
= Valuation performed by the licensor

(b) Main approaches/methods

(b) Main approaches/methods

— Cost-based
— Market-based
— Income-based

— Option pricing-based

2. Modalities of paying for - Lump sums

licensed IP — Royalties

— Running royalties vs minimum royalties

= Royalty basis
= Royalty rates

= Commercial objectives and royalty variables

— Lump sum + royalties

Include a short discussion on the advantages and disadvantages of

each method.
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IV. Types of agreement (choose one to four options, 1 hr each)
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V. Conducting licensing negotiations (2 hrs)

1. Overview of the Refer to preparatory steps/discussions/ bargaining/drafting the
negotiation phases agreement.
2. Preparation for (a) Preparation

negotiations

Definition of goals

(a) Preparation Designation of lead negotiator and negotiating team

(b) Discussions and bargaining Heads of agreement

(c) Drafting the agreement (b) Discussions and bargaining

— Discuss the following topics:

= Review of information by the licensee
= Negotiating the price of the licence
= Bargaining tips

(c) Drafting the agreement

Give a brief description of what the lawyer does and of the interaction
between client and lawyer.
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VI. Follow-up to the agreement (1 hrs)

1. Contract management

(a) Contract management in
general

(b) Managing licensing agreements

2. Dispute resolution
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