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Introduction
The licensing of technology is core to the business model
of many companies operating in IP-sensitive industries.
Its commercial benefits are myriad. For example, it allows
a licensor to take advantage of a licensee’s greater
manufacturing capacities and/or depth and breadth of
sales network. It also allows a licensee to benefit, for
example, from superior technology and thus to sell more
attractive and better products. As such, technology
transfer agreements pervade the business landscape.

The European Commission (Commission), which sits
at the apex of the EU’s antitrust enforcement structure,
recognises that technology transfer agreements are
capable of improving economic efficiency, and that they
are pro-competitive, in particular by spurring research
and development and innovation. The Commission is
also aware that licence arrangements facilitate the
diffusion of technology and know-how, and generally
constitute a welfare-enhancing option as compared with
the alternative scenario of firms exploiting technologies
themselves. The licensing of IP can, however, in certain
circumstances be anti-competitive, with attendant negative
consequences for the consumer.

In acknowledgment of the positive and negative effects
of technology licensing arrangements, and in a bid to
provide bright line guidance to business, the Commission
has published various iterations of legislation and
guidance pertaining to such arrangements. Ten years after
the promulgation of Regulation 772/20041 in 2004, on
March 21, 2014 the Commission adopted a new regime
for assessing technology transfer agreements under the
EU antitrust rules. The revised regime comprises two

instruments, namely the Technology Transfer Block
Exemption Regulation (TTBER) and accompanying
Technology Transfer Guidelines (TT Guidelines). These
two instruments entered into force on May 1, 2014.

Legal framework
By way of preliminary, under the EU antitrust rules,
restrictive agreements fall to be assessed pursuant to
art.101 of the Treaty on the Functioning of the EU
(TFEU). Article 101(1) TFEU prohibits anti-competitive
agreements and practices, while Article 101(3) provides
for an exemption subject to the fulfilment of certain
conditions.

Certain categories of agreement are block exempted,
technology licensing agreements being one of these
categories. The TTBER operates not by listing approved
practices, but rather by exempting agreements as a whole
on the proviso that certain conditions are met. Any
restriction not expressly prohibited by the TTBER is
permitted, provided the agreement overall satisfies the
TTBER “safe harbour” criteria. In this assessment it must
be established:

• whether the parties to the agreement are
competitors;

• what the market shares of each contracting
party are; and

• whether the agreement contains any
“hardcore” restrictions.

The TT Guidelines provide guidance on the application
of the TTBER and on how the EU antitrust rules apply
to licensing agreements that do not qualify for the safe
harbour.

The salient features of the TTBER and the TT
Guidelines are set out in the following.

The new TTBER—salient features

Structure and definitions
A greater degree of clarity emerges from a number of
amendments to art.1, which sets forth relevant definitions.

In particular, the new TTBER clarifies that companies
will be regarded as potential competitors if the prospect
of market entry is a realistic one and if it can occur within
a short period of time—i.e. entry is “not just a mere
theoretical possibility”. Given that both art.101 TFEU
and the TTBER apply to agreements between actual or
potential competitors, this clarification is a very important
one. The TT Guidelines further provide that firms do not
compete if one party cannot be active on the market in a
commercially viable way without infringing the other
party’s valid IPRs (one-way blocking position).

* Wilko van Wert is a Partner and David Henry a Senior Associate at McDermott Will & Emery LLP, Brussels. Michal Kocon, trainee at McDermott Will & Emery LLP,
Brussels, also contributed to this article.
1 Regulation 772/2004 on the application of art.81(3) of the Treaty to categories of technology transfer agreements [2004] OJ L123/11.

108 Computer and Telecommunications Law Review

(2014) C.T.L.R., Issue 4 © 2014 Thomson Reuters (Professional) UK Limited and Contributors



Further clarification is also provided through the
insertion of a new definition of “technology rights”.
Specifically, the new definition covers know-how and
patents, utility models, design rights, topographies of
semiconductor products, supplementary protection
certificates, plant breeder’s certificates and software
copyrights. The former definition of “patents” is replaced,
and the previous definitions of reciprocal and
non-reciprocal agreements are greatly simplified.

Finally, the new TTBER defines an exclusive licence
as one under which the licensor himself is not permitted
to (1) produce on the basis of the licensed technology
rights, or (2) license the licensed technology rights to
third parties. This is a new definition that replaces the
definition of “exclusive territory”.

Market shares
The safe harbour enshrined in the TTBER only applies
if the combined market share of the parties to the
technology licence agreement does not exceed 20 per
cent when they are competitors, or 30 per cent each when
they do not compete. As such, if the contracting parties
have limited market power and the agreement does not
contain any hardcore restrictions (the substance of which
has not materially changed under the new regime), it will
be automatically exempted.

The draft version of the new TTBER proposed to lower
the market share thresholds. Under the proposed rules, a
20 per cent threshold would also have applied to
agreements between non-competing firms, if (1) the
licensee already owned technology that it used for
in-house production, and (2) it was substitutable for the
licensed technology. The proposed extension of the 20
per cent ceiling to such agreements was expected to
reduce the likelihood that a party to a technology licence
agreement would be able to restrict downstream
competition by obtaining exclusive access to a
substitutable technology. This indicated that the
Commission therefore believed that the 30 per cent
threshold that is applicable to non-competitors did not
capture sufficiently the increased potential for
anti-competitive effects that such licensing agreements
may have on downstream product markets.

However, the Commission ultimately decided to drop
this proposal, which would have added to the complexity
of calculating market shares in fast-moving IP-sensitive
industries.

Grant-backs
Under Regulation 772/2004 a licensor cannot insist on
owning improvements to its intellectual property that
have been made by the licensee, but it can insist on these
being licensed back on an exclusive basis where the
improvements are non-severable, i.e. when they cannot
be used without simultaneously infringing the underlying
patent rights, or disclosing the know-how.

The new TTBER no longer draws a distinction between
severable and non-severable improvements (the definition
of “severable improvements” also having been removed
from the art.1 list of defined terms). Instead, it provides
that the block exemption will not apply to any obligation
on the licensee to grant an exclusive licence in relation
to its own improvements, whether severable or
non-severable, to the licensed technology.

As a result, all exclusive grant-backs will fall outside
the scope of the new block exemption. Importantly, this
does not imply that such clauses will be contrary to EU
competition law—all it means is that they will require
individual assessment under art.101 TFEU. Also, the
remainder of the licence agreement will still be able to
benefit from the exemption. In practice, this amendment
implies that a licensor will be more inclined to require a
non-exclusive licence for any improvements on the
technology, and the licensee will be free to exploit the
improvements.

However, the rationale of this amendment is
questionable. This is because it is inherent to an IPR that
its proprietor has the right to prohibit the use of
non-severable improvements. In other words, a grant-back
covering non-severable improvements reflects what the
patent holder is allowed to do within the scope of the
protection that was originally afforded to his IP.
Furthermore, the Commission has indicated in the new
TT Guidelines that the likelihood of grant-backs being
restrictive increases with the market power of the licensor.
However, this concern is arguably already dealt with
through the market share thresholds contained in the
TTBER.

Termination clauses
Non-challenge clauses do not benefit from the safe
harbour of the TTBER. Although the remaining part of
the licence agreement in question could still potentially
benefit from the exemption, the non-challenge clause will
not.

Under the new TTBER, clauses in non-exclusive
licence agreements that allow the licensor to terminate
the licence agreement if the licensee challenges the
validity of the licensed IPRs will also no longer
automatically benefit from the safe harbour. As with
grant-backs, the removal of the exemption does not mean
that such clauses are incompatible with the antitrust rules
but that they require individual assessment under art.101
TFEU on a case-by-case basis.

The Commission seems to be of the view that such
provisions have the effect of preventing licensees from
claiming invalidity by challenging IPRs they believe to
be either weak or invalid—a step the EU antitrust
regulator strongly encourages. However, given the
widespread use of such terms in licence agreements, it
seems unclear in what circumstances a licensor will be
allowed to terminate the agreement in the event that there
is a challenge—i.e. to what extent the licensor is tied to
the licensee in practice.
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Raw materials
The safe harbour of the TTBER also covers provisions
concerning the purchase of raw material or equipment
contained in licence agreements, provided they are
directly related to what the licensee produces with the
licensed technology.

In other words, the rules on licensing and distribution
of goods will to a certain degree converge.

Settlement agreements
The Commission included in the new TT Guidelines
guidance on the assessment of patent settlement
agreements. The antitrust regulator believes that, whereas
settlements in the context of technology licensing are
generally seen as pro-competitive, there may be instances
when certain clauses and obligations contained in such
agreements are caught by art.101 TFEU.

The new TT Guidelines identify three scenarios in
which concerns may arise:

1. Pay-for-restriction/delay: this type of
settlement agreement is not necessarily
associated with the licensing of technology.
Among others, it covers instances in which
the settling parties, apart from discontinuing
the patent dispute in question, also agree
on terms that (a) prevent or delay market
entry by the licensee, and (b) include a
reverse payment (i.e. payment flowing from
the licensor to the licensee). The inclusion
of this provision in the new TT Guidelines
is linked to the recent pay-for-delay cases
in the pharmaceutical sector.2 The
Commission’s concern is that such
agreements artificially extend the monopoly
that owners of patented drugs enjoy in the
market by delaying the launch of cheaper
generic medicines.

2. Cross-licensing: the new TT Guidelines
provide that settlements whereby the parties
cross license each other, and impose
restrictions on the use of their technologies,
may be challenged under art.101 TFEU, in
particular when the parties have a
significant degree of market power.

3. Non-challenge clauses: the Commission
has clarified that, although a non-challenge
clause contained in a genuine patent
settlement agreement falls outside the
purview of the art.101 TFEU prohibition,
it may be in violation of the rules in certain
circumstances, e.g. where an IPR was
granted following the provision of incorrect
or misleading information.

During the public consultation on the draft TTBER in
2013, the inclusion of a section on settlement agreements
in the TT Guidelines gave rise to vociferous debate. On
the one hand, recent enforcement activity and monitoring
of the pharmaceutical industry has led to a degree of
uncertainty with respect to the contours and parameters
of legitimate settlement agreements that should be met
with clear guidance. On the other hand, many respondents
to the consultation contested the Commission’s approach,
fearing that an overly restrictive stance vis-à-vis patent
settlement agreements has the potential to stifle
competition, in particular in the pharmaceutical industry.

Arguably, however, the Commission has jumped the
gun with respect to the insertion of guidance on settlement
agreements. The new regime on technology transfer
agreements will come into force ahead of the recent (and
pending) pay-for-delay cases being challenged before the
EU courts in Luxembourg. It is therefore not impossible
that future court precedent on the issue will in fact differ
from the tests prescribed by the Commission in the new
TT Guidelines.

Furthermore, it can also be argued that the new
guidance on settlement agreements does not make the
assessment of such commercial arrangements any clearer.
For example, the Commission did not use this opportunity
to elaborate on the meaning of a “potential competitor”
in the specific sphere of pharmaceuticals, even though
this seems to have been one of the key issues arising from
the Lundbeck case—i.e. establishing potential competition
in cases where the generic manufacturer does not have a
competing product, and/or is unlikely to manufacture one.
The Commission simply specified in the new TT
Guidelines that for any concerns to exist under art.101
TFEU, the companies would have to be actual or potential
competitors. Since this is inherent in art.101, the inclusion
of this wording is perhaps redundant and does not provide
any practical assistance to businesses.

Similarly, the draft TT Guidelines also referred to a
value transfer as a financial inducement, whereas the final
version of the text uses the term “significant” value
transfer. Although the ambiguity and inherent subjectivity
of this term clearly demands more guidance, the
Commission did not provide any explanations as regards
its intended meaning. For example, is the value transfer
“significant” in proportion to the anticipated gains, or
significant in proportion to any (potential) losses/damage?
More fundamentally, it is unclear whether a settlement
agreement would be scrutinised in cases where the
payment is not significant but there is still an element of
delay.

Finally, and very importantly in the context of
settlement agreements, the new TT Guidelines do not
indicate that pay-for-delay agreements should be
considered to be infringements by object. This is a key
issue being litigated in the Lundbeck case, for example.3

2 See, for example, Case COMP/39226—Lundbeck.
3 See Romano Subiotto QC, “Legal Assessment of Patent Settlement Agreements Containing ‘Reverse’ Payments”, Fordham IP Conference, New York (2013). See also
the pleas in law in the following cases: Ranbaxy Laboratories and Ranbaxy (UK) v Commission (T-460/13) ; Generics (UK) v Commission (T-469/13) ; Merck v Commission
(T-470/13) ; Xellia Pharmaceuticals and Zoetis Products v Commission (T-471/13) ; H. Lundbeck and Lundbeck v Commission (T-472/13) . A pertinent discussion on the
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On the contrary, the new TT Guidelines seem to suggest
that it is only individual terms and conditions of a
settlement agreement that may be contrary to art.101
TFEU, not the agreement as such.4

Technology pools
The TT Guidelines explicitly provide that the creation
and operation of a pool will generally fall outside the
scope of art.101 TFEU, irrespective of the market position
of the parties. The TT Guidelines also state that licences
between the technology pool and a third party would not
be covered by the TTBER, and hence would not benefit
from the exemption contained therein. This is because
licensing out is considered to be a multiparty agreement
and not a bilateral agreement, such that the TTBER finds
no application here.

However, the new TT Guidelines contain a specifically
tailored safe harbour—a business-friendly list of
cumulative conditions, adherence to which would
significantly limit the antitrust exposure of technology
pools:

• Participation in the pool creation process
is open to all interested IP owners.

• Sufficient safeguards are adopted to ensure
that only essential technologies are pooled.

• Sufficient safeguards are adopted to ensure
that the exchange of sensitive information
is restricted to what is necessary for the
creation and/or operation of the pool.

• The pooled technologies are licensed into
the pool on a non-exclusive basis.

• The pooled technologies are licensed out
to licensees on terms that are fair,
reasonable and non-discriminatory
(FRAND).

• Licensees and the parties contributing
technology to the pool are free to challenge
the validity and essentiality of the pooled
technologies.

• The licensee and parties contributing to the
pool remain free to develop competing
products and technology.

Although this safe harbour should generally be welcomed,
the Commission has missed the opportunity to further
elaborate on the notion of FRAND, which currently
presents itself as one of the hottest (and most uncertain)
topics in EU competition law.5

Withdrawal in individual cases
Under Regulation 772/2004 the Commission is granted
a discretion to withdraw the benefit of the block
exemption where it finds that a technology transfer
agreement to which the safe harbour applies nevertheless
has certain effects which are not compatible with the goals
of art.101 TFEU, that is, where:

• licensees were prevented from using third
parties’ technologies; or

• licensors were prohibited from licensing to
other licensees.

The right of withdrawal in individual cases has been
retained under the new TTBER. The new TTBER now
allows the Commission also to withdraw the benefit of
the block exemption in cases where the only technology
owner licensing out the relevant IPRs concludes an
exclusive licence with a licensee who is already active
on the product market with substitutable technology
rights.

Transitional exemption
Finally, businesses will need to be aware of the
transitional period during which the art.101 TFEU
prohibition will not apply to certain agreements.

The new TTBER provides that, until April 30, 2015,
art.101 TFEU will not apply to those technology transfer
agreements which were already in force on April 30, 2014
and which otherwise satisfy the conditions for exemption
provided for in Regulation 772/2004, but not the new
TTBER.6

Concluding remarks
The new TTBER and TT Guidelines are neither
revolutionary nor radical. To a large degree the
clarifications found therein are to be welcomed, however.

With that said, by tightening the conditions under
which the safe harbour is available, the changes create a
more restrictive regime for technology transfer
agreements. Consequently, it can be expected that
businesses will experience a greater degree of uncertainty
when assessing their licence arrangements.

In addition, it is difficult not to notice that the
Commission has taken a more pro-licensee stance (at the
expense of the innovative licensor). This is particularly
noticeable upon examination of the provisions on
settlement agreements and termination clauses. Such an
approach is not entirely business-friendly and fails to take
into account the specific characteristics of IPRs and

relative ease with which the Commission has qualified restrictions as “by object” can be found in the Opinion of A.G. Nils Wahl of March 27, 2014, in Cartes Bancaires
(C-67/13 P). Although not specific to technology transfers, the Opinion has significant relevance for the Commission’s treatment of pharmaceutical settlements, such as in
the case of Lundbeck, as infringements by object.
4 TT Guidelines, para.237.
5 In particular as regards the seeking and enforcing of injunctions against licensees. See in this respect Case COMP/39939—Samsung (Enforcement of UMTS standards
essential patents), and Case COMP/39985—Motorola (Enforcement of GPRS standard essential patents).
6 TTBER art.10.
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IP-sensitive industries, which are not only characterised
and driven by R & D and innovation, but which are also
very dynamic and fast-moving.

The Commission also shows a certain level of
ignorance in relation to the fact that, whereas greater
protection vis-à-vis licensees at the cost of the licensor’s
monopoly has certain welfare-enhancing effects in the
short term (e.g. when generic manufactures can launch
cheaper drugs earlier than originally expected), an overly
restrictive approach towards IPR holders risks producing
a chilling effect on the incentive to innovate, thus
reducing welfare in the longer term.

The exclusivity enshrined in IP rights acts as a powerful
incentive for companies to make the often considerable
R & D outlay required to develop and manufacture

innovative products. In order to preserve this incentive
to invest in innovation to the benefit of consumers, there
must be favourable and legally certain rules in place that
provide for sufficient protection to encourage such
activities.

Any erosion of the rights enjoyed by IP holders should
therefore take place only when fully justified.
Furthermore, given the very limited enforcement activity
in relation to Regulation 772/2004, as a result of which
the Commission has very limited experience to draw on,
it is difficult to see why some of the changes to the regime
were made.
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