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Overview:

= Basics of Antitrust ILaw

= Antitrust Issues i the Acquisition of 1P
Rilghits

= Antiteust Issues in the Enforcement of
Acquired I Rights

" [Practice 1ips
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Three Federal Antitrust Statutes

x Sherman Act
= Clayton Act

s Federal Trade Commission Act
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Sherman: Act

= Fhacted i 1890

= Criminal Penalties: Finesiup to)$100
million for’ corporations and $1 million for
individuals

= Chvil Remedies: Injunction and treble
damages
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Sherman Act § 1

= “Everny contract, combination i the form
of trtist or otherwise, or CONnsSpiracy, i
restraint of trade or commerce among the
several States) or with'a foreign nationiis
declared to be illegal:”

A St E gsly
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Sherman Act § 1

" Flements of §1 Violation:

= (1) Concerted action between at least two
parties;

= (2)llmposes an unteasonable restraimt on trade.
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Concerted Action

Eocus off § 1 is on concerted actions, or

agreements between two ol imoie parties.

Individual conduct is net actionable.

Concerted Action can mclude:
= [P'[icense Agreements

= Settlement Agreements

— Acquisition of IP Rights
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“Unreasonable Restraint on Trade”

= ['wo different tests for “unreasonableness”:
= (1) The Per Se rule; or

= (2) I'he Rule of Reason
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The Per Se Rule

= Applies a “conclusive presumption” of illegality.

= No defenseican beraised under the pey se ttle:

== Pey se liability 1s resenved only for those
agreements that are “so plainly anticompetitive
that no elaborate study of the industry 1is needed

to establishy thenllegality.”
— National Soc. of Prof. Engineers o. UL.S., 435 U.S. 679, 692 (19738)
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EIxamples ot Per: Se Vielations

IHorizontal PricerFixing by Ditect Competitors;
Bid Rigoing:

Elorizontal Agreements tor AssighiSales
Territories or Customers;

Flonizontal Agreements not to dobusiness with

Targeted Individuals.
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The Rule of Reason

= Viultifactor balancimg test.

= Factons Considered:
Specitic information about the relevant bisiness;
The restraint’s history, nature, and eftect;

Conditions before and after the restraint was
Impoeseds and

Wihether the businesses involved have “market
power” in the relevant market
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Sherman Act § 2

= “Hveny person'wiho shalllimonopolize, or attempt
to monopolize, or combine or conspire with any;
other person or persons, to monopelize any: patt
of the trade or commerce among; the several
States, or with tereign nations) shall be deemed
cuilty of a felomy.”

—= 15, Uks1 @52,
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Sherman Act § 2

= Mionopolization

= (1) Thepossession of “manket power™ in the relevant
marlket.

= (2)Predatory or anticompetitive acts, to retain or
establish manket power in the relevant manket.

= Attempted Mionopolization

= (1) the defendant hasiengaged in predatory ox
anticompetitive conduct

— (2)ra specitic intent to;monopolize
— (8) ardangerous probability of achieving monopoly.

power En]
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“Market Power”

= e power: to control prices or exclude competition in
the relevant market:.
— U.S. v. E.I. DuPont de Nemoirs, 351 U.S. 377, 391 (1956).

= [ndicators of Varket Power
Elioh market shatre;
Sustained pricelleadershiprand control;
Aftirmative actions that have exclided competition
Size and' Strength ot competitors
Profit levels
Barriers toicompetition in the industry
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Do [P Rights = Market Power?

NO

IHisterically, there was a prestmption of “market
power " from! simple ownership of > rights.

Courts willlno longer infer “market power” from the
mere ownenship of intellectual property:

— See, e.g., llinors Tool Works, Iric. v. Independent Ik, Inc., 547 U.S. 26 (2006).

[P'owmnership is still relevant to the market power:

determination. En]
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Clayton Act

= [argets specitic ]%ractices the Sherman Act does
not clearly prolibit:

= llying arrangements
= lIxclusiverdealing arrangements
— Reqguirements Contracts

= Viergers and acquisition where the effect may
lessen competition

Commission

= Enforced by civil action or the Federal Trade m
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Section 7 of the Clayton Act

= Prohibits mergers and acquisitions wihere the
“ettect may be to substantially lessen
competition or to cieate a monopoly. -

Requires a thorotigh economic evaluation of the
market place — including market shares i the
relevant market

Can be entorced by the: Department of Justice,
FIIC, or private parties
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Antitrust Issues in the

Acquisition of II> Rights




Acquisition of 11> Rights

Miost transtiers of 11> dornot implicate antitrust
ISSUes.

The acquisition and licensing of 1> rights canibe
considered aimernger on acquisition stibject to
Section 7 of the ClaytonAct.

The acquisition and licensing of II>rights can be
considered concerted action under Section 1 of
the Sherman Act:

The acquisition and licensing of 1> rights canibe
considered anticompetitive conduct tnder
Section 2 of ‘the Shermain Act: En]
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Antitrust Issues in Acquisitions

= Justice Department and FIC caniapply: a merger analysis
to the acquisition or exclusive licensing ot 11°.

" SCM Corp. v. Xerox Corp., 465 F. Supp. 955 (ID. Conmn.
1978) aff’d 645 E.2d 1195 (2d' Cix. 1981).

— [Patent acquisitions are not immune from the antitrtst
laws.

= Sherman Act Section 2 violation may: occur where
dominant competitor in aimarket acquines a patent
covering a substantial portion of the market that
dominant competitor knows will give him

monopoly power. En]
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Antitrust Issues in Acquisitions

= SCVI Corpl 0. Xerox Corp, 465 . Supp. 955 (ID. Conmn.
1976) aff 'd 645 F2d 1195 (2d! Cix. 1981).

= Acquisitions/of patents are not exempted: from
reachrof section 7 of Clayton Act, and! in some
circumstances, patent acquisition may: so
stiengthen a' company/'si power within an existing
relevant market and pose stch likely threat of
anticompetitive etfects condemned by section 7
that equitable reliet may: be wartianted torprohibit
acquisition or to require prospective licensing . . .
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Factors to Consider

IS/ 1t a “horizontalf™ or “Vvertical™ transactiion?

IS'the P developed?
Exclusive or Non-Exclusive ILCIcCense?

[Dees|the erginal P ewner remainia Competiier 1n the
market?

[Dees| assignment or license ofi the 1P carny market
Siiare?

Willr acguisitieni o the 1P 1eadito market pewer?
sithe acquisition driven by “intent to:monepolize”? Eﬁ\]
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Antitiust Issues in the
Entorcement off Acquired

[P Rights
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Entorcement of Acquired 11> Rights

= AnllP>eowner generally-has the right te entorce
its acquined 1> rights.

= Bad faith enforcement ot [I> righits obtained
through fratd or entorcement of [P righits
knownite beiinvalid /Mot infringed caniraise
ANUILTTUSY CONCEerns

= Opinions of counsel, diie diligence) and
negotiation can play asighificant role
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Noerr-Pennington immunity;

= [P entorcement throtigh Cotrts is generally immime
tfrom antitrust liability tnder Noerr-Penington
doctrine

= Ihe immunity can be stripped! in certain
Citcumstances
— (1) Walker Process Fraud: Enforcement of [I> obtained
throughifrauid

= (2) Sham Litigation: [I>litigation brought in bad faith
with knowledge of II” invalidity /non-infringement
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Walker Process Eraud

= Viust prove a knowing and deliberate act of fraud in
the procurement of intellectual property: rigiits.
= Novelpharmn ABro. Iiiplant Innovations, lnc., 1415 1E.5d 1059
(Hed. Cir. 1996)) (en banc).
= Requires a higher'showingstof materiality: and mtent
tordecelve than imedquitable conduct

— Dippin” Dots, Inc. v. Mosey, 476 F.5d 1557 (Eed. Cir. 2007)

= Other elements of the antitrust vielation must still
bershown' (e.g. market power in the relevant

market). Eﬁ‘]
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Sham [Litigation

= Actions brotght in good faith are allowed
= Potential Antitrtist Violations:
= Suit 1S part of a larger anticompetitive scheme

= Suit is part of a pattenn of baseless) repetitive
legall actions, tor' the purpose of suppressing
competition

= Suit s brought i bad faith to enforce 1P righits
known to) be immvalid o against persons

known not to be nfringing
MRANING




Sham [Litigation

= T'woe prong test tor stripping INoer=Pernington
MMty
= (1) Objective Prong: No reasonable litigant could
realistically expect sticcess on the merits.
= (2) Subjective Prong: motivation behind! the suit is to
stifle. competition.
= Must still prove the othier elementsiof amn
antitrtist violation (e'g. market power in the
relevant market)
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T'he Objective Prong

= =N o reasonable liticant cotld reaseonably:expect
Sticcess on the merits™

—  Professional Reql Estate Irioestors 0. Colwnbin Pictuyes [ndys,, Iric.
henceforthy PRE], 508 U.S. 49, 60 (1993).

I anrobjectivelitigant cotild concltide that thesuit s
reasonably: calctilated to elicit a faviorable otitcome, the
suit is immunized under Noerr, and an antitrust claim
premised on' the'sham exception must fiail-™

— PRE, 508 U.S. at 60.
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The Subjective Prong

= Thelitigation conceals “an attempt to mtentene directly.
with the business telationships of a competitor’. ...~
— PRE, 508 U.S. at 60.

= Vlay: prove by showing;
= Suit was brought with kKnowledge that [I> rights are
mvalid
= Suit was brought with knowledgeithat acctised
product did not infringe.
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What is Enforcement?

= Bringing intringement suits constitttes
entorcement

= See Nobelplhoymg, 144 E.5d at 1066.

= Sending cease and desist letters may constitute
entorcement

= See Hydril Co. LP 0. Grant Prideco LP, 474 1.3d 1544
(Fed. Cir. 2007) (holding threats against clistomers
can be entorcement)

= What about licensing /arms-length

negotiations? |ﬁ\m
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IHow: do I Enforce Acquired
[Fatents?

Have areasonable expectation of succession: the
merits

Conduct an appropriate Rule 11finvestigation

Addressipositions taken during due diligence
and negotiations

Analyze themarket to determime whether

“market power” in the relevant market can be
established

IHave a proper motivation for bringing the suit
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What about Opinions?

= ATe opinions, discoverablein litigation?

= VWhat it the company: does notrely on the
Opinion of counsel?

= WWhat aboett changed circumstances and
secondany considerations?

= Does the company need a second opimion?
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Practice 11ps

= [Preserve privilege over intormation obtained
dunng investigation and die diligence

— Do mnot share opinions, of cotmnsel

= [Preserve contidentiality of all commumnications with
in-hotise and outside counsel
= [nstruct due'diligence counsel torprovide

strengths and weaknessesiof potentially,
acquired 11>

Document strengths of the potentially acquired
[P

Be careful what you say during negotiation m
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Practice 11ps

Insture negotiations and agreed terms remain
contidenitial

Be carefl in valuation reports of 1> rights

e aware ot potentiallantititist iSsues in
acquining or licensing I that etfectively:
transters a large market share

Obtain antirtist clearance tusing the Verger
Guidelimnes
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Presecution Practice 11ps

IHow doil handle acquired patent applications?

Share due diligence restultsiwith prosecuting
attorney to enstire compliance with Ruler1t56

Develop and document a strategy: tox:
patentability 1 view: of Knowmn: art

Address opinions or pesitions, taken in due
diligence and negotiations
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Questions?
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