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IP and Competition Law Newsletter Switzerland

Last Call for Adjustments to Licensing Agreements

Technology and IP-driven companies doing business

in the EU should be aware that the European Com-

mission enacted stricter rules on technology transfer

agreements. The new Technology Transfer Block

Exemption Regulation (TTBER) with its accompany-

ing Guideline qualifies certain agreements as anti-

competitive which were previously within the 'safe

harbour'.

All agreements dating after 30 April 2014 must imme-

diately take into account the new rules. As to agree-

ments dating before 30 April 2014, businesses are

granted a grace period until 30 April 2015 to adjust

the agreements to the new provisions. Thus, imme-

diate action is required to assess the compliance of

existing contracts with the new provisions and to

negotiate and implement required amendments.

When do the EU competition rules for technology

transfer agreements apply?

The TTBER applies to licensing agreements where

the licensor permits the licensee to use its technology

(including patents, know-how, software copyright,

and/or design rights) for the production of goods

and/or provision of services.

The TTBER exempts some of these licensing agree-

ments from the application of the rules prohibiting

anti-competitive agreements (Article 101 of the Treaty

on the Functioning of the European Union). If the

conditions stipulated in the TTBER are met, the licen-

sor and the licensee may proceed on the assumption

that the TTBER 'safe harbour' applies and, according-

ly, the validity of the licensing agreement is unlikely to

be challenged on competition law grounds.

The application of the TTBER is basically subject to

two requirements:

- the market shares of the parties on the relevant

markets may not exceed certain specified thresh-

olds (a 20% combined market share for competi-

tors and individual market shares of 30% for non-

competitors); and

- the agreement must not contain any 'hardcore'

restrictions (such as, for example, resale price

maintenance).

Significance for Swiss businesses

The EU competition rules and the provisions of the

TTBER are certainly relevant for all Swiss companies

that are parties to cross-border license agreements

that have an effect on the EU market. However, as

the recent "Elmex decision" rendered by the Federal

Adminstrative Court has proven, Swiss courts and

agencies take the TTBER and the accompanying

Guideline also into consideration if only the Swiss

market is affected by the parties' agreement. Thus,

irrespective of whether or not the undertaking is a

party to an EU cross-border license agreement, the

Swiss companies are well advised to bring their li-

cense agreements in line with the TTBER and its

accompanying Guideline.

Stricter provisions on technology transfer

The main changes introduced by the new TTBER are

as follows:

- Passive sales: Under the new TTBER all re-

strictions on passive sales between licensees are

considered to be 'hardcore' restrictions of competi-

tion. As a result, the whole license agreement

containing such a clause is deprived of the 'safe

harbour' and may become invalid. This is a signif-

icant change to the former TTBER which allowed

a limited restriction of passive sales for the first

two years of an agreement and concerning the

exclusive territory or customer group of another li-

censee. In view of this change, licensors should

now be reluctant to offer protection to licensees

from passive sales. Exceptionally, it is possible

for passive sales restrictions to be compatible with

competition rules provided they are objectively
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necessary for a licensee to penetrate a new mar-

ket.

- Licensee improvements: The new TTBER ex-

cludes all forms of exclusive grant-back obliga-

tions. Under the former TTBER, the parties could

agree that the licensee grants back an exclusive

license for any 'non-severable improvements' to

the licensed technology ('non-severable improve-

ments' refer to improvements to the technology

that could not be used without infringing the origi-

nal technology). Such exemption for non-

severable improvements does not exist anymore

and all exclusive grant-back obligations are now

outside of the 'safe harbour'.

- Termination clauses: The former TTBER allowed

the licensor to terminate the license in the event of

the licensee challenging the validity of the intellec-

tual property right. The new TTBER now draws a

distinction between such termination clauses in

exclusive and non-exclusive licenses. Where a li-

censor has granted an exclusive license, it is still

permissible to include clauses that provide for

termination upon challenge by the licensee. On

the other hand, in case of non-exclusive licenses,

such a termination clause does not benefit from

the 'safe harbour' and thus requires individual as-

sessment.

Transition period until 30 April 2015

In line with the general trend in anti-trust regulation,

the new provisions on technology transfer agree-

ments have become stricter. Because of the wide-

ranging significance of the new TTBER and the ac-

companying Guideline, any technology and IP-driven

company doing business in the EU and/or Switzer-

land should be aware of and in compliance with the

new rules.

During the transition period until 30 April 2015, exist-

ing agreements which fall under the old TTBER will

remain exempted, even if they are not compliant with

the revised TTBER. But companies must take imme-

diate action now to ensure that their existing agree-

ments that currently fall within the block exemption

are reassessed and, if need be, amended prior to the

end of this grace period.
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