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Preparing to negotiate an intellectual property (IP) transaction can be a daunting task. While each type of 

negotiation uniquely reflects the IP, companies, industry and negotiators, there are general classes of 

information and analysis that can always be used to prepare the negotiator for success.  

 

Proper preparation in simple terms involves locating relevant information, if possible, and then processing 

and using it to your benefit in a discussion. The infusion of this information and analysis, both before and 

throughout the process, can help decision makers make the right decisions and increase the probability of 

meeting or exceeding corporate financial objectives. 

 

Preparation for Negotiating a Patent License Agreement 

 

 The type of information that is of greatest import will vary depending on the objectives. In a patent license 

discussion, assuming you are the licensor, the following information and analysis is critical: 

 

1. Patent Analysis 
 

You should thoroughly analyze all of the patents that will be used in an assertion or litigation.  Verify 

priority dates, filing dates, expiration dates, maintenance fees, and any assignments.  If royalties are 

sought in foreign jurisdictions, then the same must be performed for each of those documents. Verifying 

this type of information may seem obvious, but mistakes do occur. For example, Quickie LLC asserted a 

patent covering a surgical suturing device against Medtronic years ago, and allowed the patent to lapse 

for failure to pay maintenance fees during the litigation. Naturally, this resulted in a legal malpractice 

action. 

 

Review prior licenses or other agreements that allow third parties to practice the patent (i.e., 

encumbrances) to ensure that all “back doors” are closed or understood. Many readers will recall the 

dispute between Dr. Gary Michelson and Medtronic that resulted in a $1.35 billion award to Michelson. 

That dispute arose because Medtronic acquired a company that had licensed Michelson’s spinal implant 

patents. The company agreed in the license to undertake certain affirmative responsibilities in 

commercializing the inventions to assure Michelson would receive royalties. Medtronic failed to meet 

those terms when it acquired the licenses, freeing Michelson to seek other means of commercializing his 

inventions. When Medtronic sued for infringement, Michelson countersued and won the verdict.   

 

You should understand the scope of all asserted claims in view of the prosecution history, current patent 

laws and recent court decisions. Patent attorneys will recall the Festo cases in the Supreme Court, where 

it came to light that Festo, an industrial tool manufacturer, had obtained a patent on certain pneumatic 

cylinders, but had limited the claims to cover only nonmagnetic cylinders in response to an examiner 
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rejection. This is known as “surrender” of subject matter, with respect to magnetic materials in this case. 

Thus, when Festo attempted to assert its patent against a party making magnetic cylinders of the type 

covered by the patent, the court found that the magnetic cylinders could not be viewed as equivalent (and 

thus infringing) because Festo’s patent attorney expressly surrendered magnetic equivalents during 

prosecution. 

 

2. Target Business Analysis  
 

The first order of business in an assertion is to identify potentially infringing products or processes and 

who is making, using, selling or importing them. Once targets are identified, claims should be read on the 

offending products or activities of each target. The researcher then needs to determine when they were 

launched, confirm they are still on the market and explore whether related products of the target share the 

traits of interest. Where and how the products are sold globally, and their sale price, is also important for 

determining the value of a successful assertion. 

 

The state of the company selling the products is also important. Its financial health, investment strategy, 

corporate structure and market share are all relevant. Past, current and projected future product activity 

and strategy should be researched and considered. Identifying the target’s affiliates is also critical to 

determining whether the target or its affiliates hold patents that may be used in counter-assertion.  

 

3. Target Patent Analysis  
 

Consider the target’s patent holdings to determine what patents might be counter-asserted or brought to 

bear in a countersuit. This analysis includes any patents (or pending applications) that may have been 

exclusively licensed, assigned to subsidiaries or acquired through acquisition. The company product lines 

that may be impacted should a counter assertion take place require study to estimate revenue that may 

be at risk. If problematic patents are located, then research should be undertaken to attempt to find 

invalidating prior art.  

 

4. Target Litigation History 
 

Analyze patent litigations involving the target to determine its corporate posture. Is the target aggressive 

or will it settle quickly, and for how much?  Sometimes a pattern emerges that can be used to apply 

pressure at the right juncture. For example, a senior representative from Cisco noted at a recent Federal 

Trade Commission workshop that her company will typically pay out a sum marginally less than the 

expected cost of litigation in order to avoid litigation. The company seeks to avoid the large business 

disruption litigation creates in addition to its actual cost. Finally, studying the key counterpart negotiators 

and their backgrounds sometimes can provide good information to break the ice, steer the conversation 

or apply pressure. 

 

The Negotiation Phase 

 

Even with the best preparation, surprises can occur during licensing discussions. Invalidating art must be 

found, file wrappers reviewed, and new products analyzed. Research should continue from the day the 

program is considered until the moment the deal is executed – or dies on the vine. Unfortunately, many 

professionals have too much to do in too little time. However, for those involved in transactions, 
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gathering, analyzing and processing information both before and during a negotiation or meeting is critical 

to setting proper expectations and supporting the negotiation.    

 

Most business development and licensing groups embedded in corporations have financial targets they 

must meet each quarter.  To meet these objectives, each transaction must be handled carefully so as to 

minimize the chance that it will bog down (or fail completely) after significant time and resources have 

been expended on the program.  Many times, negotiations fail because the parties have not properly 

scoped the opportunity and do not sufficiently understand the assets, their value, and their importance to 

one side or the other.  This can create long delays or disconnects, and even kill a deal altogether. 

 

The Benefits of Preparation 

 

Gathering, analyzing and utilizing strategic information prior to and during a negotiation allows your 

company to proceed with confidence into discussions that are typically charged with both significant risk 

and reward.  Bringing information to the negotiation not held by the other party may produce a successful 

negotiation. The result may be substantial revenue or a strategic business deal with tremendous benefit 

to the corporation. Information that enables the decision maker to focus on deals with a greater potential 

for success, or with less risk, saves time and resources.  

 

How Nerac Can Help 

 

Nerac’s services enable clients to quickly expand their in-house research operation with exceptional 

expertise and scalable capability. Nerac’s Patent Research team can provide the necessary due diligence 

to be sure you are walking into your next negotiation prepared.  We can identify prior publications that 

relate to the invention from worldwide patent and scientific literature databases, to be used in determining 

the strength of the IP, its validity or discover any risk of infringement. 

 

Our analysts can monitor the development of intellectual property which may impact business decisions 
and resource allocation and also identify potential competitors and partners to effectively leverage 
intellectual property assets. 

 

 

 

About the Analyst 
 

Emma Palmacci, Ph.D. 

 

Emma Palmacci, Ph.D., advises companies on developing strategies to capitalize on opportunities in 

diverse disciplines ranging from novel drug candidates to advances in alternative energy. She brings 

particular insight to intellectual property matters. Dr. Palmacci’s expertise in synthetic and structural 

organic chemistry is critical to understanding and analyzing chemical data, and her knowledge of IP 

portfolio management and renewable energy helps companies devise successful strategies in both 

sectors. While at MIT, she co-developed the first automated oligosaccharide synthesizer, a project that 

required her expertise in solid-phase chemistry on a Merrifield resin system with machine automation of 
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reagent delivery. She is a co-inventor on a patent for a new method of purifying compounds synthesized 

on a solid-support. She also researched new methods for the total synthesis of complex biomolecules 

such as heparin and chondroitin sulfate.  Dr. Palmacci worked in the medicinal chemistry group at Thios 

Pharmaceuticals and was responsible for the synthesis and characterization of several classes of 

compounds: heterocyclic small molecules, nucleic acid analogs and oligosaccharide scaffolds.  
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Ph.D., Organic Chemistry, Massachusetts Institute of Technology 

B.S, Chemistry with a concentration in Medicinal Chemistry, Worcester Polytechnic Institute 

Member of the American Chemical Society 

 

About Nerac 
 
Nerac Inc. is a global research and advisory firm for companies developing innovative products and 
technologies. Nerac provides expert insights that equip clients with the knowledge to develop or refine a 
technology, explore market growth opportunities, evaluate intellectual property strategies and respond to 
regulatory changes. Nerac has approximately 1,000 clients worldwide and a long, successful consulting 
history in a wide-range of industries with a strong focus in the areas of pharmaceutical, medical devices, 
engineering, energy, food and nutraceuticals and specialty chemicals and materials. 
 
 


