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In this case, Genentech had granted MedImmune a license of
a patent covering the production of chimeric antibodies
(Cabilly I) and a then-pending patent application (Cabilly II)
covering certain immunoglobulin chains in host cells (Cabilly
IT). Through this license, MedImmune manufactured Synagis,
which is a drug designed to prevent certain respiratory diseases
in infants and children. After the Cabilly II patent issued,
Genentech notified MedImmune that Synagis was covered by

the Cabilly II patent and that MedImmune owed additional

royalties. Believing that the Cabilly II patent was invalid, MedImmune brought an action for declaratory
judgment to declare the patent invalid and unenforceable. Notwithstanding the lawsuit, Medlmmune paid the
demanded royalties “under protest and with reservation of all of [its] rights” because MedImmune derived more
than 80 percent of its revenues from Synagis and feared that if it did not pay the demanded royalties, Genentech

would obtain an injunction precluding the sale of Synagis.

The lower courts had followed historical legal precedent and held that a licensee in good standing could not
bring a lawsuit seeking to invalidate the patent because there was not a “case or controversy,” which forced
potential licensees to either bring suit to invalidate the patent or prove no infringement or to pay the license fee
and forego the right to fight. The Supreme Court disagreed, explaining that “[p]romising to pay royalties on
patents that have not been held invalid does not amount to a promise not to seek a holding of their invalidity.”
Notwithstanding this conclusion, the Court noted that its Medlmmune decision only addressed an instance

where the licensee had not waived its rights.

Conclusion

In light of these decisions, companies need to reevaluate previously issued patents as well as their on-going IP
strategy. Outside directors and investors also should be aware of the changing landscape. Some proposed actions

driven by these decisions include:
= conduct patentability searches on current patents and pending or possible patents;

= determine whether patent licenses contain waivers or termination provisions relating to any challenges by
licensees;

= determine if the company, as a licensee, has waived its right to challenge the enforceability of a patent;
= consider the impact of the possible invalidation of key patents in establishing valuations;
= perform patentability searches prior to initiating patent litigation;

= in defending a claim of patent infringement, consider whether a patent just became (a little more) obvious
in light of the 7eleflex decision, and, hence, invalid;
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=  when granting a license to use a
patent, ensure that it includes a
waiver from the licensee regarding
the enforceability of the patent;
and

= when receiving a license to use a
patent, determine whether or not
to waive the right to challenge the
validity of the patent.

To discuss these proposed actions or these
recent Supreme Court decisions, please
contact any member of the Private Equity

Group or the Intellectual Property Group.
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