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The licensing of intellectual property rights is a lucrative endeavour;
therelore, il is imporlanl Lhal licences are deall with correctly. While parlies
arefreeto draft their licences as they see fit, they should not assume that all
types of IP are the same. Given the different purposes and rights underlying
different types of IP, they must be dealt with appropriately otherwise parties
may find their licences voidable or the underlying IP negatively affected.

Recenl changes lo the Canadian Compelilion Acl, Bankruplcy and
Insolvency Acl and Companies’ Credilors Arrangement Acl have a direct

impact on IP licences in Canada.

Prior to the 2009 amendments, it was a criminal offence to restrict a
licensee’s delerminalion of a price [or ils producl. Persons with exclusive
righls conlerred by a palent, lrademark or copyright were prohibiled [rom
attermnpting to influence upward or downward the price of products within
Canada, whelher by agreement, threal or promise. While price mainlenance

is now decriminalised, il remains a complainl in civil courl.

In 2009, the Bankruplcy and Insolvency Act (BIA) and the Companies’
Credilors Arrangemenl Acl (CCAA) received a common amendment:

proleclion of licensees againsl disclaimers by reorganising deblors.

As long as licensees meel all obligations imposed by Lhe licence in relation
Lo the use of the IP, any disclaimer ol Lhe licensee by Lhe licensor/deblor may
not affect the licensee’s right to use the IP—including the party’s right to
enforce an exclusive righl—during Lhe lerm of Lhe licence.

Neither the BIA nor the CCAA define ‘use¢’ or ‘intellectual property’ It
should nol be laken for granted thal the BIA or the CCAA relers Lo all kinds
of IP. Given Lhis ambiguily, il is advisable Lhal licensees address Lhe [ale of

the IP licence in Lhe case ol bankruplcy or insolvency.

These amendments affect licences currently in place. Therefore, it is highly
advisable Lhal parlies look al their Canadian licences Lo ensure thal they
reflect their intentions. While a licence agreement need not be detailed,
licensors and licensees are slrongly encouraged Lo consider also the manner

in which they deal with the following:

Exclusive palent licences shall be regislered with the Canadian
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Intellectual Property Cffice (CIPQ). The CIPO will accept the registration

of non-exclusive palent licences, bul there is no requirement (o do so.

There is no reguirement to register trademark licence
agreements. The CIPO, however, will record the licence if filed. While it
is preflerred Lhat trademark licences be in wriling, oral lrademark licences

have been recognised in Canada.

Licences or assignments ol copyrighl are only valid il the grant
is in wriling and signed by the owner (or the owner’s duly aulhorised agent).
While Lhere is no requiremenl Lo do so, the CIPO will register a copyrighlt
licence if filed. If the owner licenses the copyright to a second party for value
and that party registers the licence, the licence of the first licensee will be

considered void unless il was registered.

Canadian IP slalutes have allowed licensees Lo stand againsl inlringers in

particular circumslances.

If Lhe licence does nol assign responsibilily Lo enforce Lhe licensed
patent, the infringing parly is liable lo (he palenlee and olhers claiming
rights under the patentee for damage sustained. Therefore, a licensee—
whether exclusive or nol—has the right o claim damages [rom an in[ringer;
however, Lhe palentee musl be broughl in as a parly lo Lthe aclion.

Unless Lhere is an agreemenl otherwise, Lhe licensee may
requesl that the owner ol the (rademarks deal with the inlringement, and il
Lthe owner ‘reluses or neglecls’ Lo lake aclion against Lhe in[ringemenlt within
two months after the licensee’s request, the licensee may unilaterally initiate
an inlringement aclion and make the owner a delendanl.

Exclusive licensees have lhe right lo acl unilalerally againsl
infringers, bul non-exclusive licensees musl include the owner of the

copyrighl as a parly.

These few points show the different considerations that apply with each type
of IP and highlight the need Lo carelully review each licence agreemenl in

thal conlexL.
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