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The position of this contractual duty of the licensor is not clear under English law.

Describing this issue, Noel Byrne says: “The licensor should be required to warrant



expressly that, being the proprietor or a person authorized by the proprietor, he can grant
to the licensee specified in the licensing agreement. Care should be taken by the licensor
to ensure that, when he warrants his title, he does not warrant a marketable title. The
prospective licensee should check registers maintained by patent and trade mark offices
and other documents to establish that the licensor’s title or authorization is as warranted.
An assignment, license or sublicense taken from a party with a registerable interest that has
not been registered could be defeated by a subsequent transaction. The licensee might
require more than just a warranty as to unencumbered title at the time the licensing
agreement is signed or comes into effect. He may press for a covenant to the effect that,
whilst the agreement is in force, the licensor will not act inconsistently with the licensee’s
enjoyment of the license, e.g., by encumbering the IP or by assigning it (particularly where
the licensee is expecting to receive technical improvements from the licensor). It could be
made a condition of the agreement that the licensor must notify the licensee of a
contemplated encumbrance, assignment or transfer and obtain his prior written consent to

it, such consent not to be withheld unreasonably.”
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"if the proprietor of IP assigned the property for value ‘as beneficial owner’,

arguably, s. 76 implied these covenants in the assignment":

Quite Enjoyment Requirement in English Law: A covenant for quite enjoyment
is not implied ordinarily (although in one case the court found it as implied in a
patent license contract); it must be negotiated and expressed in the licensing
agreement. The covenant may be breached in various ways, for example by the
licensor failing to pay renewal fees for patents or other registered rights, or perhaps
failing to proceed against infringers. In Mills v. Carson, the licensor (Notley) granted
by deed to Carson and Defries an exclusive license to make, use, exercise and vend,

together with the power to sublicense, the patented invention (a safety lamp burner)



within the UK for the remainder of the term of years for which the patent had been
granted, and to apply for and grant to them all colonial and foreign rights and
privileges in his invention. The licensee covenanted to make certain payments to the
licensor; and the licensor covenanted with the licensee that, if they honoured their
obligations to him, they ‘should at all times during the residue of the said term,
peaceably and quietly hold, exercise and enjoy the license thereby granted, with
power to sublet and authorize others to sue the said invention without any lawful
interruption and disturbance by the said William Notley, his executors,
administrators, or assigns, or any other person whatsoever’. The licensor undertook
further that, if any infringement occurred or was threatened, at the request of the
licensee and for their benefit he would, at his own cost, commence infringement
proceedings. It was provided also that if the licensor did not take proceedings, or if
the patent became void by reason of his not taking proceedings or of the invention
not being novel or being an infringement of other patents, the royalties would come
to an end. Notley assigned his interest in the licensed patents to Mills, to whom the
licensees paid covenanted sums. At the end of four years the patent lapsed owing to
non-payment of renewal fees. The licensees refused to make any further payment,
on the ground that the obligation to do so ceased with the life of the patent. Mills
sued for unpaid royalties. The licensees contended that the licensor was under an
implied duty to pay the renewal fees, and that the plaintiff’s failure to pay these fees
amounted to a breach of the covenant for quite enjoyment. It was assumed on appeal,
without deciding it, that the licensor was subject to such a duty and that non-payment

of the renewal fees was a lawful interruption brought about by the plaintiff’s default.

In other words, the plaintiff was in breach of the covenant for quite enjoyment, and
he was liable to the defendants for the breach. But did that breach relieve the

licensees from paying the covenanted royalties? ‘What is the rule with regard to that?



That we should have no power to say that one covenant in a deed, in terms
independent, is a condition precedent to the obligation under another covenant in the
same deed equally independent, unless they are coextensive, and unless, as it seems
to be under all circumstances, they would be coextensive. If there can be a breach of
one of them which is not coextensive with the other then they are not sufficiently
coextensive to make the one a condition precedent to the other, although some other
breach of the one may be coextensive. It must be coextensive to the full extent. It is
obvious to me that there may be a breach of the covenant for quite enjoyment which
IS not coextensive with the rights of the defendants or with the extent of this grant.
The breach of the covenant for quite enjoyment would be complete if by the act of
the plaintiff there was interference for a much shorter time than the length of the
continuance of this license. They are not coextensive, and therefore, on that ground,
we cannot hold that the covenant for quite enjoyment here is coextensive with the
grant to the defendants in respect of which they are to pay, and cannot be a condition

precedent under their independent covenant to pay this money.’

In short, the covenant for quite enjoyment was not a condition precedent to the
covenant to pay the royalties. (A covenant to require royalties to be paid after a
patent has been allowed by the licensor to laps could be incompatible with art 81(1)
EC (now Article 101. But in this respect, see the current European case law as

discussed in Item No. 4)

Under French law, however, a warranty by the licensor against legal disturbance
(e.g. failure to pay patent renewal fees, assigning the license to the licensee’s
detriment) may be implied from Art 1719(3) of the Civil Code. It appears that, unlike
the warranty against latent defects, the implied warranty against legal disturbance
cannot be excluded by the licensor as it is an ordre public obligation. Italian law, by

analogy with a contract of lease, implies in a patent license contract a warranty for



peaceful enjoyment (that is, against legal disturbance). (Noel Byrne, ibid., pp. 204-
205).

3- Non-Infringement Requirement

A prospective licensee is likely to be concerned in two respects on the question of
infringement: first, possible or alleged infringements by third parties of the IP being offered
to him under license; second, possible or alleged infringements of third-party rights arising
from use or exploitation of the technology being offered to him under license. If litigation
Is pending against a third party, the would-be licensee will want protection against the risk
of the IP being invalidated. As to possible infringements by third parties of the IP, licensors
are not omniscient and no licensor properly advised would warrant in absolute terms that
no unauthorized appropriation is taking place. The licensor may be prepared to represent
that he is not aware of any third party who may be infringing the IP or misappropriating
his know-how at the time of the license, but beyond that he ought not to go. If infringement
proceedings are pending against the licensor with respect to the technology being offered
on license, the prospective licensee will usually require the licensor to settle such
proceedings, and to give an appropriate indemnity against infringements of third party
rights arising from use or exportation of the licensed technology in the manner intended in
the licensing agreement. Again, the licensor should not warrant that the technology offered
for exportation does not infringe third party rights, but at most only that the licensor has no
reason to believe that it does. The licensor should know, e.g., whether exploitation in the
manner contemplated will infringe an exclusive license granted to a third party in respect

of the same technology. (Noel Byrne, ibid., pp. 205-206).
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Section 401 Warranties and Obligations Concerning Noninterference and No-
Infringement:

(a) Warranty of non-infringement: A licensor of information that is a merchant regularly
dealing in information of the kind warrants that the information will be delivered free of
the rightful claim of any third person by way of infringement or misappropriation, but a
licensee that furnishes detailed specifications to the licensor and the method required for
meeting the specifications holds the licensor harmless against any such claim that arises
out of compliance with either the required specification or the required method except for
a claim that results from the failure of the licensor to adopt, or notify the licensee of, a non-
infringing alternative of which the licensor had reason to know.

(b) Warranty of noninterference and exclusivity

A licensor warrants: (1) for the duration of the license, that no person holds a rightful claim
to, or interest in, the information which arose from an act or omission of the licensor, other
than a claim by way of infringement or misappropriation, which will interfere with the
licensee’s enjoyment of its interest; and (2) as to rights granted exclusively to the licensee,
that within the scope of the license: (A) to the knowledge of the licensor, any licensed
patent rights are valid and exclusive to the extent exclusivity and validity are recognized
by the law under which the patent rights were created; and (B) in all other cases, the
licensed informational rights are valid and exclusive for the information as a whole to the
extent exclusivity and validity are recognized by the law applicable to the licensed rights
in a jurisdiction to which the license applies.

(c) Exceptions and limitations

The warranties in this section are subject to the following rules:

(1) Governmental mandates



If the licensed informational rights are subject to a right of privileged use, collective
administration, or compulsory licensing, the warranty is not made with respect to those
rights.

(2) Territorial assumptions

The obligations under subsections (a) and (b)(2) apply solely to informational rights arising
under the laws of the United States or a State, unless the contract expressly provides that
the warranty obligations extend to rights under the laws of other countries. Language is
sufficient for this purpose if it states “The licensor warrants ‘exclusivity’, ‘non-

299

infringement’, ‘in specified countries’, ‘worldwide’”, or words of similar import. In that
case, the warranty extends to the specified country or, in the case of a reference to
“worldwide” or the like, to all countries within the description, but only to the extent the
rights are recognized under a treaty or international convention to which the country and
the United States are signatories.

(3) Patent licenses

The warranties under subsections (a) and (b)(2) are not made by a license that merely
permits use, or covenants not to claim infringement because of the use, of rights under a
licensed patent.

(d) Disclaimer or Modification Permitted

Except as otherwise provided in subsection (e), a warranty under this section may be
disclaimed or modified only by specific language or by circumstances that give the licensee
reason to know that the licensor does not warrant that competing claims do not exist or that
the licensor purports to grant only the rights it may have. An obligation to hold harmless
under subsection (a) may be disclaimed or modified only by specific language or by
circumstances giving the licensor reason to know that the licensee does not provide a hold-
harmless obligation to the licensor. In an automated transaction, language is sufficient if it
Is conspicuous. Otherwise, language in a record is sufficient if it states:

(1) as to a licensor’s obligation, “There is no warranty against interference with your

enjoyment of the information or against infringement”, or words of similar import; or



(2) as to a licensee’s obligation, “There is no obligation to hold you harmless from any
actions taken in compliance with the specifications or methods furnished by me under this
contract”, or words of similar import.

(e) Quitclaims

Between merchants, a grant of a “quitclaim”, or a grant in similar terms, grants the
information or informational rights without an implied warranty as to infringement or

misappropriation or as to the rights actually possessed or transferred by the licensor.
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“In civil law countries, the general law may imply, as in Germany, a warranty by the
licensor against legal deficiencies; that the license right exists on the date of the agreement,
that the licensor has an unrestricted power to grant licenses, and that there is no lien or
mortgage encumbering the licensed right. If it should transpire that a third party has a
statutory right (comparable to that given by s 64 of the UK Patent Act 1977 or to that given
under Article 15(c)(4) of the Iranian Patent Act 1386, i.e. prior right) to use a patented
invention, the German courts can amend the licensing contract under article 242 of the
German Civil Code (i.e. Performance according to Good Faith). There is no implied

warranty in respect of patent validity.

Under French law, a warranty against latent defects (vices caches) is impliedly by the
French civil Code. Thus, under Article 1643 of the French Civil code, the licensor of a
patent guarantees it against latent defects, whether legal or technical. If a license contract
Is assimilated to a contract of lease, the warranty can be implied on the basis of article 1721
of the Civil Code. The Patentee may limit the warranty to such defects as were or ought to

have been known to him when he granted the license.” Noel Byrne, ibid., pp. 201-202).
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Model IP Contract Law
Article 17- (Implied Warranty of Title in Assignments):

"An assignor impliedly warrants to the assignee that the assignor owns or controls the
ownership interest in the intellectual property within the scope of the assignment and has
not previously transferred such interest to any other party."

Upon this proposal, the licensor does not impliedly covenant to such general warranty.

Article 18- Failure of Warranty: "In an intellectual property contract a warranting party

agrees to hold the other contracting party harmless from any liability to a third party due
to the failure of a warranty by the warranting party up to the value of the consideration

received by warranting party in the contract."

Article 19 Disclaimer of Warranty: "Parties to an intellectual property contract may
disclaim or limit the scope of any warranty or the remedies for the failure of any warranty

provided the language so doing is unambiguous."
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Andrea Tosato, Intellectual Property License Contracts: Reflections on a
Prospective UNCITRAL Project, University of Cincinnati Law Review Volume
86 Issue 4 Article 4 December 2018
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The position of the case is not also clear under Iranian Law. But see Art 18 of the
1386 Act.
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Iranian Law:

As explained above, unlike common law, no differentiation made between these two
implied covenant in Iranian and Shieh law. The position of this implied covenant seems
not also clear. But see, however, the general language of Art 18 of the 1386 Act.
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