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Abstract

Corporate mergers and acquisitions (M&A) are crucial tactics in achieving
corporate external growth, Strategically, a high-tech enterprise with high growth
and efficiency more often.than not-creates corporate values by means of
high-tech M&A, such M&A will also bring about valuable intellectual properties
(IP) such as patents that can“benefit its strategic purposes. Compared to
tangible assets, patent and other.IPs-acquired through M&A are less protected
in terms of IP ownership. To ensure buyer’s IP rights such as validity of IP,
transferability for IP transactions, and freedom to operate the acquired IPs, not
only do buyers and investors ought to carry out IP Due Diligence procedures,
but also conduct necessary audits on IPs that are intended to be procured. In
general, issues of IP values and would-be IP risks derived from high-tech
enterprise M&A may not be fully identified in the process of M&A because of
restrictions of time, and resources. Therefore, this article on the one hand
proposed probable legal remedial actions to resolve deficiencies in a patent
audit through field interview with experts; on the other hand it recommended
buyers and investors to analyze risk factors induced in the process of patent
acquisition from the perspectives of risk management process and
cost-effectiveness view point. With above approach provided, the prospect of
this paper is meant to call attention to strengthen the inadequacies in patent
audit,thus making a high-tech enterprise’s patent-driven M&A a success.
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» PRETTY, LAWRENCE H., PATENT LITIGATION (Practising Law Institute) (2004).

3% Eaton Corp. v. Rockwell International Corp., 323 F.3d 1332, 1344 (Fed.Cir.2003) “To prove derivation under §
102(f),the party asserting invalidity must prove both prior conception of the invention by another and
communication of that conception of the invention by another and communication of the conception to the
patentee by clear and convincing evidence. The communication must be sufficient to enable one of ordinary skill
in the art to make the patented invention.”

31 U.S.C. 103(c) was amended by the CREATE Act , available at
http://www.ipattorneyfirm.com/forms/PTOdayArticleNAPP.pdf.

32 35 U.S.C §112.

33 Cardiac Pacemakers, Inc. v. St. Jude Medical, Inc., 381 F.3d 1371, 1378 (Fed. Cir. 2004) “A best mode violation
requires that inventor knew of and conceal a better mode than was disclosed for making and using the claimed
invention.”

* Koito Mfg. Co., Ltd. v. Turn Key Tech, LLC, 381 F.3d 1142, 1155 (Fed. Cir. 2004)
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3% Koit Mfg. Co., Ltd. v. Turn Key Tech, LLC, 381 F.3d 1142, 1155 (Fed. Cir. 2004). “evidence that the trial and
error required to practice the claimed invention would be unduly laborious or beyond the reach of one of the
ordinary skill in the art.”

30 IS All(On-Sale Bar) f\l’fF’E'% i B ?fﬁ'?*fﬂ” HIFVEn o 15 Allen Engineer Corp v. Bartell
Industrles Inc., 299 F.3d 1336, 1353 (Fed.Cir.2002)— £ T /\ R F"gg EVEr IJEﬁ RIS

All Tl -

faff v. Wells Electronics, Inc., 525 U.S. 55 (1998). “This rule exits to require an inentor to choose between
secrecy and commercial exploitation — permitting both would allow an inventor to extend his monopoly beyond
the statutory term.”

*35U8.C. §154.
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(Rl qrgipr AO *F>> Fr200)™
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1 35U.S.C. §302 ~ 35 US.C. §303 ~ 35 U.S.C.8307(a)
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- FLEERLEE0E iﬁ FIfyfe5d( “fraud on patent office” ), Mt j%l%?ﬁ F FiAf > %% @l %Uf/\ Lﬁ’\
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Ulead Systems Inc V. Lex omputer & Management Corp., 351 F.3d 11 9 1144 (Fed. Cir. 2003)

Norian Corp. v. Stryker Corp., 363 F.3d 1321, 1329 (Fed. Cir. 2004), “Misleading statements by patent applicants,
if intentionally made and material to patentability, can produce unenforceability, not invalidity.”

C.R. Bard, Inc. v. M3 Systems, Inc., 157 F.3d 1340, 1372 (Fed. Cir. 1998),  holding of misuse renders the patent
unenforceable until the misuse is purged; it does not, of itself, invalidate the patent.”

Mallinckrodt, Inc. v. Medipart, Inc., 976 F.2d 700, 704, (Fed. Cir.1992), “The policy of the patent misuse
doctrine is to prevent patentee from using the patent to obtain market benefit beyond that which inheres in the
statutory patent right.”

See Morton Salt Co. v. G.S. Suppiger Co., 314 U.S. 488, 491 (1942)

7 35US.C. §282
48 See Bausch & Lomb, Inc., v. Barnes-Hind/Hydrocurve, Inc., 796 F.2d 443, 446 (Fed. Cir. 1986)
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o AL RBEET - RTARILEA pEIBEREFHERIFP LY
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ES
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f& > B 1H Fié@f /\?%{;’}EJ (Shoprlght) —},‘\;zg#‘g e F_Z-g?‘w ;- ?*@’fg
R ASET A ELF RO AR F TR AR R T
EoAEm 5L X B A A EGL ) 2 .

;’ *E?'J%ﬁ&%?iﬁ ?i—%-L % —a;g;—? 2 /E#f“v'l/lfé.
HASER S B EX S DL SR RSN

CAESIES: LRSI

”%fﬂgi%ﬁ'*?%fﬂgﬁiﬁ‘iﬁ4zFTJ"XP iz MEFEFEY =
A & F(joint venture)F 3 ~ S IEFM H R * 8 4 2 ?E”)*Jc AT
i’»%Fﬁﬂf—i\l IF‘Eﬂllﬁ‘i%i&lw#BFﬁfw\?_;?gk *4'ﬁ‘£%¥%“’“r

4 Hapgoodv Hewitt, 19 U.S. 226 (1886)

R SRSV O N B P (N SB  ANEE ENRR FSER  RTA RRS L 4
£ FY[: Delaware Code, 19 Del.C. §805 ; Smith-Hurd Illinois Complied Statutes, 765 ILCS 1060/2 ; ; Georgia,

G.S. §66-57.1 ; Utah, U.C.A. 1953 §34-39-3 ; Washington, RCWA 49.44.140,.150 -

31 £ F1 Teets v. Chromalloy Gas Turbine Corp., 83 F.3d 403, 38 USPQ2d 1695 (Fed. Cir. 1996), cert. denied, 117
S.Ct. 513, 136 L. Ed. 2d 402 (1996);United States v. Dubilier Condenser Corp., 289 U.S. 178 (1933) ; Standard
Parts Co., v. Peck, 264 U.S. 52 (1924).

32 Teets v. Chromalloy Gas Turbine Corp., 83 F.3d 403, 38 USPQ2d 1695 (Fed. Cir. 1996), cert. denied, 117 S.Ct.
513, 136 L. Ed. 2d 402 (1996).

53 e [ [fJBEF'FJ N VRS FERR Y A (R [N'Ili_*ﬁ—’?? f[ [Fil 3% PEIFVT {4, see Suarez v. Rooney, 53 Fed. Appx. 703
(4" Cir. 2003) (alleged join inventors’ contribution not sufficiently significant to entitle them to joint
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inventorship status; PHG Technologies, LEC v: Timemed Labeling Systems, Inc., 2006 WL 2052701 (M.D. Tenn.

2006) (no collaboration by alleged jointinventors therefore no joint inventorship found).

HIplazp * V*ﬂ{%"* 35U.S.C §1l6.

See 35 U.S.C. § 262 (providing: “In the absence of any agreement to the contrary, each of the joint owners of a

patent may make, use, offer to sell or sell the patented invention within the United States, or import the patented

invention into the United States, without accounting to the other owners.”).

35 U.S.C. § 261(providing: “patents, or any interest therein, shall be assignable in law by an instrument in

writing.”)

>7 Schering Corp. v. Roussel-UCLAF SA, 104 F.3d 341, 344 (Fed. Cir. 1997); Talbot v. Quaker-State Oil Refining

Co., 104 F.2d 967, 968 (3rd Cir. 1939).

Rainbow Rubber Co v. Holtite mfg. Co., 20 F. Supp. 913, 35 U.S.P.Q. 237 (D.Md. 1937)

T EJi‘l [ﬂ H\%U@ IJ[F?W.JT d %[J?@ Ty pbo ﬁ‘[ﬁ?/‘? B {f iIHF | ’I/EE"”FJ’ I’] Ethicon Inc. v. U.S. urgical

Corp., 54 {y] > Ethicon I~ =31 £ A5 * Yoon <3V H HIF{|## > Ethicon [f J’ﬂj A~ AR

W Bl '/?&F,WH*E“}%JJ*U[F* KX ‘E’IJ/iUfJéiF'F hoi > ,‘m{ Choi TVt 7| [f2Ai [l &t

WIQ@%:“F& £ ’}{ < l‘j Choi ¥ 7 &FF» Bl ' ©ITVIH joii F%F IJ ELEN > {1 Ethicon fkL= 1V (5
g?a‘% f?lf* ’F‘lﬁﬁfl , 75’" ﬂ {f Jf: Al Ch01 HERE s Ethlcon tﬂ@c VM2t 5 Ethicon $[F°

’Fﬁzf JFM‘WQH ﬂj}%ﬂ@ 'J,J/}w@fj“ I-{H > ffi# Ethicon [“FJJ falliis% l§4r j VR B ET S see Ethicon

Inc. v. U.S. Surgical Corp 135 F.3d 1456, 1468 (Fed. Cir. 1998).

35 U.S.C. §102(f), a company may not be issued a patent in the first instance — an applicant does not quality if

“he did not himself invent the subject matter sought to be patented. ”

35 U.S.C. §116 (providing: “Whenever through error a person is named in an application for patent as the

inventor, or through error an inventor is not named in an application, and such error arose without any deceptive

intention on his part, the Commissioner may permit the application to be amended accordingly, under such terms

as he prescribes.” )

Rt AL - A %‘ FIIf I LIS o fERLFE J'*IJT%"J&_'"EJW' DR H ZFJ?"Q%T%WEJI l
NG P A QJ%ZFIF L liﬁv“ EY ﬁ‘% J(clear and convincing )Fl@%j%? ; see Lamb-Weston Inc.

v. McCain Foods Inc., 818 F. Supp. 1376 (E.D. Washington, 1993 )

Ethicon, Inc. v. Surgical Corp., 135 F.3d 1456, 1467 (Fed. Cir. 1998). The court relied on the Supreme Court’s

decision in Waterman v. McKenzie, 138 U.S.252, 255 (189)(the patentee may assign an undivided part or share

of a paten and in that event the assignee has the right to sue infringers “jointly with assignor.”.)
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A_.

’JFE’;}’}E EFAE Y _‘/@ﬂj *ﬁjf » i AR ~ 5] (best efforts clauses)f, gﬁ%‘ﬁ B Al '?' BYIET

7% fh S E w LA (1 (- 8 YT TR 19 251 -~ 4RI e R Tﬁi W
S b -

ee Agrashell Inc. v. Hammons Products Co. » 352 F.2d 443 (8th Cir. 1965); see also Cold Metal Process Co. v.

Aluminum Company of America, 200 F.Supp. 407 (E.D.Tenn. 1961).
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® 35 U.S.C. §261 (providing: “Applications for patent, patents, or any interest therein, shall be assignable in law

by an instrument in writing.”).

57 Enzo APA & Son, Inc. v. Geapag A.G,, 134 F.3d 1090, 45 USPQ2d 1368 (Fed.Cir. 1998).
35 U.S.C. §261 (providing: “An assignment, grant or conveyance shall be void as against any subsequent
purchaser or mortgagee for a valuable consideration, without notice, unless it is recorded in the Patent and
Trademark Office within three months from its date or prior to the date of such subsequent purchase or
mortgage.”).

% BROWNLEE L.M., INTELLECTUAL PROPERTY DUE DILIGENCE IN CORPORATE TRANSACTIONS

at p. 5-64 (Egan West Group) (2007).
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% 35U.8.C. §261. See also, Waterman v. Mackenzie, 138 U.S. 252, 255-56 (1891),( “[T]he patentee or his
assigns may, by instrument in writing, assign, grant, and convey, either (1) the whole patent, comprising the
exclusive right to make use and vend the invention throughout the United States; or (2) an undivided part or
share of that exclusive right, or (3) the exclusive right under the patent within and throughout a specified part of
the United States....”).

[fJHJTEJ:t 53 ; see also Enzo APA & Son, Inc. v. Geapag A.G., 134 F.3d 1090, 45 USPQ2d 1368 (Fed. Cir.
1998)(*“ ([ t] he assignment of legal title in a patent can be conveyed in the form of the entire patent, an undivided
part or share of the entire patent, an undivided part or share of the entire patent, or all rights under the patent in a
specified geographical region of the United States (a so-called  ‘grant’ ). ...Anything less than a complete
transfer of these rights is merely a license™ ).

2 See Spindelfabrik Suessen-Schurr, Stahlecker & Grill GmbH v. Schubert & Salzer Maschinenfabrik
Aktiengesellschaft, 829 F.2d 1075, 1081, 4 USPQ2d 1044, 1048 (Fed. Cir. 1987) ("[A] patent license agreement
is in essence nothing more than a promise by the licensor not to sue the licensee."), cert. denied, 484 U.S. 1063,
later proceeding, 865 F.2d 268, 9 USPQ 2d 1743 (Fed. Cir. 1988).

7 Everex Sys., Inc. v. Cadtrak Corp 89 F.3d 673 (9th Cir. 1996).
UL X I OB AT 8 IR R (0
FEE L o i ﬂﬂ 3 IJW‘ ST B\Lﬁfﬂ see 35 U.S.C. §122.

23



LR SIS B
(DP 2@ B fIE 27 e 2 &l &Ers s
(2)FTO H s :x %%

5.3.1 PHLPHER R s £ TR ALD C 3 o
2 TR S

End
i
>~

GEF PR D R ATHEE > 5 B b et B o B

LR PHEEF L nE S A6 HIRE A S T B RERT £ R IP
f% oW EAAIREA S ’B’%«F';};tqﬁgﬁgﬁ BN H B h s N R B T
Hr LG B RGO AR R A R A o

HEk? 2EFFT0 AR FAPP RSP DI EJA S HINELTE G
HRr B A BH AP E TR R R P ARl S > Al
WS ASZ §E F At PHRSFTZEF TR GEER ARG BT
B p R AP A0 B2 P BB ELE T &) ££vw&%
EIREAL T LR o B A eh LR T&q\ 22 % 4|, (improvement
patent) » %7} %ﬂ?‘ % % (iprovement)4r i & & {12 R T F > e WAL T A

”%?W”**%T i Wm#ﬁ#ﬁﬁ&%@?ﬁ@ﬂﬁ;ﬁ e
ﬁk—:mﬁd}iu:ﬁ; y:v‘v%‘fp\ﬁﬁ/ ’Eig’\'%ﬂiéﬁﬁg o

é@%?n} /\71@:*&,;1;,/\%76

Cohen ¥ § ¥ $t% ~ p & FONBANT 5 2 & 8 JUSLIRTY o 2 vk B o3
AT FEFEEJARE PR 2P 2 - )T"u“’ £ 2 344 % 41 (blocking
patent)i®.t F& > - FA AR FHAE L H o A ?{ B & p 3stgp - 0
EJIpF A3 R IH DB CED U IRBEFLIFRAHD]E

VUL R R IR LB AP B Rl Ly RS eLE
Flenfefi A 2 A#HL AT ST F2HG R = ‘ﬁm%ﬂ”ﬁﬁ s F oeeh
Bl RS I B A F AT AHE I R R H 2B ] 97
g o

’ﬁﬂf’ PHESFZEEEEE FRT LE i * "ra.%ﬁ,'f,%gfw ARG
ASS AL F 2B EMFATRAERLS S AL AT
Pef o U TRl pd B o

ig B
14‘.;1%_ » i E Bt

735 U.S.C. §101.

7 Temco Elec. Motor Co. v. Apco Mfg. Co., 275 U.S. 319 (1928); Neff Instrument Corp. v. Cohu Elec.
Inc., 298 F.2d 82, 132 USPQ98 (9th Cir. 1961);Ackermans v. General Motors Corp., 202 F.2d 642, 96
USPQ 281(4th Cir.) cert. denied, 345 U.S. 996 (1953).
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