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Thizs will confirme my conversarion with Dick Smith and our subsequent

conversation concemming the application of the Hart-Seon-Roding Anttrust Tmprovements Act of
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produec products that they would otherwise be prevenned from binging 1o market Barth
Licenses would cover foreign and LS. patents. We assame for purpases of this analysis thay
hath parties meer the size-of-persons vest.

The license inder Company A's pateris would be semi-exclusive becanse
Cornpany A would retain the tight 1o use the patens. The Ticense undar Company B's patents

also would be semi-cxclusive, but Wuh oue excepdon: it would be caclusive for 3 specific ﬁ:ld
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The parties bave determnined thar e prasent fair market value of the S-year
perind of pariial exclusivity is more than U5, 315 million. This estimated value, however,
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You confirmed the following application of the Avtand 16 CFR.
§ 802 51( 1908} o the proposed transactior, The FTC staff has taken the position that although a
sermi- exclusive license is not the transfer of an asger, the grant of an cxclvsive pareit license is
the rensfer of an asset, and thus potentially reportable under the Act See ARA, Premerger
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TEMItOrY, 18 A[S0 A0 a55et TAnsier, gee . 10w sfall has TNy [aKen e PAsiol War The grans
of 3 patent license that is exclugive enly for a particular period of tine is an ssscp wansfer. b
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Company B’s license ander Company A’s patents would be nonesclusive and
thus not reportable. On the other hand, Company A license under Company B's patents woold
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tranefer of an asset. Accordingly, becanse the value of the lHeense under all the parenis (both
fonsien gne Unjrpd Sgates) exceds $15 milliop, the trpsaction povld haeeghrable
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persens are exempt from the Act’s reporting requirements. Undet seerion 802,31, an acqnisition

DR e e (| I
wﬁu’i el Iiﬂ ‘ra‘.w-»uwr—_w" Faw o v 5 QNS e

L ko RN W — T, =T N

Vol R — EL-._____.

-




Mr. Michas]l Veme
December &, 1500
Pape 3

arriburable m the foreign patems is "located ourside the United Suates™ becanse the spurce of the
revenues penctated is forelgn intellectual jropaty. The remalning portion of the Heemse
arributable 1o the U.S. patens is locsted in the Unired Siares.

To value this asse!, you stated that Company A should detérming in good faith 1he
reasonably expeeted amount of the royalties 1o be paid, Under Interpretation 116 of the
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Interpretation 129 {1991).

Therefore, vie patent Hcense granted o Conepapy A would be exernpr under
Section 842 5]. The porgion of the lcense mmibytable 1o the foreign patents i5 “Jocpied ourstde
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TMease call me promprly at—)ﬂiﬂ'e thet any part of o
comversation was pasundersrond  Thank you for your assistance

Qincerely,
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