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DECISION
1 Thisdecison is primarily concerned with the terms of a cross licence between two parties

to whom | have decided to award joint ownership of a patent.

2. The patent in question, GB2351111, currently stands in the name of the defendants,
Expotech Limited. On 1 April 2004, in decison BL O/095/04, | found that, in principle,
the clamants, BSP International Foundations Limited, were entitled to one of the
inventionsin the patent but the defendants to the other. | gave the parties achanceto
come to some agreement about how best to handle the rightsin the patent in the light of
my finding, but they failed. Accordingly, in an ord decison on 16 June, BL O/189/04, |
sad | would put the patent in their joint names but make it subject to cross licensing.
Each sde wasto be permitted to exploit dl the clams of the patent, but each was to pay
aroyalty to the other for every machine they sold or otherwise disposed of that fell within
the scope of the clams. | said the royalties were to be the same in both directions, and |
aso made anumber of other stipulations about the terms the licence should include.

3. | then gave the parties a chance to agree ether the royaty or at least a mechanism for
stling the roydty. | regret to say they managed to do neither. Accordingly, the default
mechanism that | agreed with counsel for both parties at the hearing on 16 June came into



play. Each sde had to make a short written submission, not expected to exceed 20
pages apart from any attachments such asalicence. | would then consder the
submissions, with no further hearing, and make a ruling on what the roydty shoud be.
This gpproach was agreed because neither sde was thrilled with the only dterndive - a
full blown invedtigation into roydty - as experience from past licence of right disputes
suggests this was likely to involve disproportionate cost. However, it hasthe
disadvantage for me that | now have to weigh up submissions from each sde without the
benefit of the other Sde’ s comments on those submissons.

The parties were a so required to supply me with a draft text for the other provisions of
thelicence. The text was to be agreed between them so far as possible, but insofar as
they couldn’t agree the wording of any clauses, they were to supply their respective
suggestions so that | could decide between them. BSP produced a draft, but in aletter
dated 16 August 2004 Expotech objected to severa of the clauses and proposed
dternative wording. On the following day BSP offered a revised draft which accepted
many, but not al, of Expotech’s suggestions. This has significantly reduced the number of
aress of disagreement, but not iminated them entirely.

My task now isfirst to decide on the royaty and then sort out the other licence terms on
the basis of the submissions | have received. Both submissions rely on a number of
supporting documents backed up, at least in part, by awitness Satement. Again,
because of the procedure that was adopted, | now have to weigh up that evidence
without the benefit of the other Sde’s comments and, except insofar astheinformation in
the supporting documents had aready formed part of the evidence for the substantive
hearing, without any opportunity for the evidence to be tested in court. Because of this
latter point, | need to treet the evidence with a certain amount of care.

I will now look at the submissons on royaty in more detail. Traditiondly, in patent and
design right licence of right disputes, two gpproaches have been used to decide what
royalty parties who were negotiating willingly would have agreed. One gpproach isto
look a comparable licences, and the other isto look at the profits available and split them
between the parties. The gppropriate approach often depends on the materiad available.
In the present case, it is probably afar summary to say Expotech have gonefor a
comparables-type approach and BSP have gone for profits available. Because they have
adopted completely different gpproaches, it will be easier if | sart by looking a them

Separately.

Expotech’s compar ables appr oach

Expotech say that BSP had dready willingly agreed to pay roydyty to them for some
machines and argue that this points to the correct leve of royaty for the crosslicence. In
support of this contention, they have supplied a witness satement from John McHattie
exhibiting anumber of documents or part-documents. They say these documents show
that Expotech sought royalties of £6,000 on some machines and £2,500 on others, and
that in February 2002 BSP themsdlves suggested a royalty rate of £4,000. They submit
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that thislatter offer isapowerful argument for setting the royalty a £4,000 because it
shows what BSP themselves thought was appropriate.

BSP put adifferent gloss on thisin their submissions and accompanying documents. They
say that for machines sold by them to Expotech (for onward sale to customers), they
knocked £6000 off the price, but this was not royaty. Rather, it wasto reflect the fact
that Expotech was expected to carry dl sdes, warranty and servicing costs. They agree
that they have paid royalty to Expotech since September 2001 in respect of five sdes
from BSP direct to customers. However, they say that the royaty on four of these sales
(to Australiaand Irdland) was only £2500 + VAT per machine. Thefifth sdewasto
America, and for that they paid aroydty of £12,500 + VAT. Thismakesatotd of

£22 500 for the roydty paid on the five machines.

| have looked at the documents provided by both sides, and the picture does not seem to
me as clear cut as either Sde suggests. | will gart with the £6000 figure. Thereis
evidence that Expotech wanted a*“cut” of £6000 on machines sold viathem, and that
they initidly described this as roydty, but there is no evidence that BSP ever agreed to
this as a payment for royalty and nothing else. Moreover, thiswasin the early days, and
that isvery dgnificant. At that sage, Expotech were estimating £15,000 for
manufacturing cogts, £11,000 (atyping error, | think, for £10,000) for distribution
commission, £10,000 for BSP' s overheads, a sdling price of £55,000 and sales quickly
building up to 40-60 units ayear. On these estimates, there was a £20,000 margin to
split between BSP and Expotech. | am quite satisfied from other evidence (which | will
come to shortly) that these estimates were hopelessy optimigtic. In particular, sdling
prices have dropped way beow £55,000. Further, the number of units sold per year has
often been in angle figures, and this dearly sgnificantly affects the proportion of the initia
development cost that must be recouped from each sdle. In short, | do not find the figure
of £6,000 to be a credible sarting point for ng the royalty.

The £4,000 figure does appear to have been a genuine offer by BSP because it appears
in aletter written by BSP. Moreover, it was made not in the very early days but rather
more recently, in 2002. However, it was in the specific context of direct sdlesby BSP to
an American agent by the name of Jinnings, and it isnot a dl clear from the evidence that
it can be taken as areliable guide to the reasonable royalty on the “average’ sde. At the
time BSP were sdlling machines to Jnnings a £40,800, but they had been sdlling to an
Audtradian customer for only £29,500. Moreover, the next year they were sdlling to a
Chinese customer for only £25,000, and even their sdling price to Jnnings had dropped
below £35,000. These differencesin sdlling price, of course, make an immense
difference to the profit avallable and hence the royaty BSP might have been willing to
offer. | conclude that whilst the £4,000 is an indication of the roydty the parties accepted
as reasonable on particularly-profitable sdesin 2002, it cannot be taken as ardiable
indication of the royaty they would have regarded as reasonable on the “average’ sdein
2002, let done the “average’ sdein 2005.

| will gloss over the isolated roydty of £12,500 gpparently paid on one machine because
not even Expotech rely on that - | assume there were some unusud circumstances. | will
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instead go on to the figure of £2500. Thisisat least an agreed figure in the sense that
both sdes acknowledge aroydty of thislevel was paid on some machines that were sold
overseas. However, it ssemsto me to suffer from the same problems as the £4,000
figureinthat | cannot be sureit represents the “average’ roydty thet the parties would
have agreed at the time over arange of sales, nor whether it ftill represents a reasonable
figurein today’ s market.

Thereis another problem with these roydties. They were being consdered a atime
when relations between the parties were good and BSP were prepared to accept that
Expotech owned dl the rights, whereas | have now found that haf the innovation in the
patent came from BSP, not Expotech. What royalty would the parties have agreed if
they were negotiating on the basis that each sde owned haf the IP rights? It isnot easy
to guess.

In short, whilst | attach some weight to the figures of £4000 and £2500, | do not fed |
can treat ether of them asthe end of the story. | will leave the “comparables’ approach
there for the moment and turn to the “profits available’ gpproach.

BSP’s profits-available approach

BSP have provided a number of spreadsheets and cd culations which, they say, show the
profits available are very low. Whilst | have no reason to suppose the figures presented
arewrong, | am conscious that they have not had the benefit of critical scrutiny from the
other sde, so | will not take them as unchalengegble truth. Nevertheless | need to go
through the points that BSP seek to make from them.

BSP andyse dl their sdes from 1999 to March 2004 and show that the total profit from
sdesof £1.3 million has been £17,409. Thisisequivaent to just 1.3% of turnover, or
£446 per machine - and that, asfar as| can make out, is before any royalty has been
pad. | haveto say, | would be wondering why ether company is o keen on pursuing
this technology if the profit margin redly were that low, S0 are these figures believable?
There are three factors that might cal them into question.

Firgt, Expotech assert that the machines can be sold for a much higher price than these
figures of actud sdes by BSP would suggest. The BSP figures show sdlling pricesto
third parties ranging from £41,500 down to £25,000 with an average somewhere around
£35,000. Expotech have submitted four documents dating from 1999 and 2000 which
dlegedly demongrate that the selling price of the machines to customers was between
£40,000 and £60,000. If Expotech areright, the profits available are rather larger than
BSP suggest. However, having looked more carefully at the Expotech documents, | have
come to the conclusion that they carry no weight. The first document is a quotation to a
customer giving a price of £59,000, but there is no evidence that the customer actudly
bought a machine, and if he did, whether he paid this price or negotiated alower price.
The second document is aletter to Expotech from David Redhead of BSP which includes
the sentence “Did we agree thet list price is £55,0007?". From the context and the
double question mark, | do not take this as evidence that the list price was indeed
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£55,000, and even if thiswas the nomind list price, it does not tell us whether cusomers
actualy paid that price or whether they were dl offered adiscount. The remaining two
documents are invoices showing that machines were sold to an American customer in
May and August 2000 for $68,500 which, a the exchange rate then prevailing, is roughly
equivalent to £45,000. Thisevidenceis moretangible, but | sill don't find it very
persuasive. Doesthe American market command the same prices as other markets, or is
it more lucrative? Will the market today, well over 4 years later, bear ashigh aprice as
when the machines were new on the market? On what basis did Expotech pick on these
two particular sdles - are they typicd, or were they smply the highest prices Expotech
could find? Without answersto these questions, | find BSP' sligt of al their sdesarather
more convinang indication of achievable sdlling prices than these documents from
Expotech.

Second, | see from closer scrutiny of BSP sfigures that support cost overheads for
adminigration, sales and engineering account for nearly athird of amillion pounds whilst
factory overheads add nearly half as much again. Of courseit is quite proper to make an
alowance for overheads, but when they congtitute such alarge dement of the tota codts,
it isdifficult to have confidence in the bottom:-line profit without firg getting a clear
undergtanding of what has gone into the figures for overheads. Smdl changesto the
overheads could make amassive difference to the profits. Without calling for more
evidence - and on the basis of the agreement with the parties | would like to avoid that if
at dl posshble - | must work on the presumption that the deductions for overheads may
not necessarily be wholly reasonable.

Third, BSP sfiguresinclude a number of non-standard “sdes’, eg non-standard machines
and machines that were written off or not actualy sold. In dl fairnessto BSP, they
acknowledge this and recognise that because of these oddities, ther initid anayss may
not give afair reflection of future profits available. They therefore repeated the andysis
but these oddities omitted, to come up with a profit of £2,086 per machine rather than
£446. Whilg thisfigure (6.6% of turnover) seems more-believable, the uncertainty about
the overheads Htill gpplies. Indeed, the fact that stripping out afew items can make such
adifference to the aleged bottom:-line profit reinforces my view that these profit figures
need to be treated with alittle care. However, for the moment | will continue with BSP's
submissons.

BSP say that if this £2,086 were split between the licensor and licensee on a 75/25%
basis, that would represent aroyaty of £521.50 per machine. | note that Expotech (or
Clark Engineering asit then was) proposed splitting an assumed £20,000 profit on a
£14,000/£6,000 basis, and that would have been a 70/30% split. | am therefore satisfied
that BSP's 75/25% split isin the right ball park, so if the profits available are just over
£2,000, the assumption that parties would have agreed aroyaty of around £550 seems
reasonable.

However, BSP go on to argue that between August 1998 and the end of 2000 they spent
over £300,000 in design and development - an expense which Expotech did not have to
mirror. This development cost should, they submit, be recovered from future sdes, and
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however you do it, there is no profit left to share.  They give some illudtrative figures,
based on predicted sales and recovery of the development cost over the next five years,
which show anet |oss per sde of £5,453. On thisbasis, they say, thereis no profit
available and so the cross royaty should be zero.

Again | am working under the disadvantage that these assertions have not been fully
tested in court. | would certainly expect BSP to have incurred sgnificant devel opment
costs, but | am not in a position to say whether their figure of £300,000 is reasonable.
Certainly | can see scope for arguing about whether dl of thisfigure relates gtrictly to
development directly related to the inventions, and whether there is any double counting in
respect of overheads. Also, | can see scope for argument about whether BSP' s sdles
prediction of 8 machines ayear isredidic, dthough at least we have some higtoric figures
to go on here which provide some support. However, | do note that BSP sfigures
would have to be out by an enormous amount to turn the net loss back into a net profit.

Conclusion on royalty

In summary, then, the “comparables’ gpproach - which in thisingance means looking a
what royaty BSP were actualy prepared to pay - suggests aroydty per machine of a
few thousand pounds (£2,500 to £4,000) whilst the “ profits available’ approach suggests
zero royalty if development costs are taken into account and around the £550 mark if
they areignored. All the figures, though, are surrounded by alarge number of question
marks.

However, thereis another complication. | am only dedling with a GB patent. This
matters because it is clear from the evidence that the UK market for these machinesis
relatively unimportant. What isimportant isthe market in the rest of the world. BSP
aguethisisacrucid point. They area UK manufacturer and so they will be making in
the UK machines for the worldwide market. They will therefore have to pay Expotech
roydty for every machine they make, wherever in theworld it is sold. Expotech, on the
other hand, can only exploit by licensing, and so long as the person they licence is not UK
based, they can supply the whole world market without paying BSP a penny in royalty,
save for any salesthey may occasondly makein the UK.

| agree with BSP that thisis a pertinent factor. In my previous decison, | ruled that the
parties contributions to overcoming the problems with the previous machines were
equally balanced and that | should make an order giving afair balance between the
parties but taking account of the inequditiesin their abilitiesto exploit theinventions (in
the sense that one can exploit by manufacturing and the other can only exploit by
licenang). That iswhy | proposed to give each the right to licence third parties without
having to get the permission of the other and to require each to pay roydty to the other.
Thefirg limb of this till strikes me as gppropriate to achieve the balance | was aming at.

However, the arguments BSP have now put forward suggest that | would not be
achieving afar bdanceif | set the crossroydty a a subgtantia levd.
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Of course | do not know for certain whether BSP s fears that Expotech will succeed in
licersing abroad are judtified. Certainly if a potentid licensee had to face the sort of
development costs that BSP say they have had to bear, they might be put off. If this
happens and Expotech are unable to licence, they will get nothing unless | set a subgtantia
roydty. However, there is some evidence that Expotech have been prepared to consider
licensing others, and whilst | would be wary of relying solely on this evidence asit is
untested, | must say that if the profit levels are as large as Expotech assart they are, they
should have no difficulty in finding alicensee. Having weighted up al the submissions, |
have come to the conclusion that thereislessrisk of unfarnessif | set azero roydty rate
than if | set the roydty at the sort of level Expotech propose, and so that iswhat | will do.

| usetheterm “risk” quite deliberately. Because | am only deding with asmal part of
the overal picture - iel am only dedling with the GB patent - | do not think there isany
way | can come up with aconclusion that will guarantee fairness to both sdes.

Before | leave the question of royalty, there is one other point | must ded with. BSP
raise the question of back royalties that might become payable in respect of salesthat
have aready taken place, pointing out that they have aready made some roydty
payments to Expotech. On the assumption that | was going to set anon-zero royalty
rate, they argue that the £22,500 in roydty they have dready paid should be offset
againg any roydty they now owe.

Having set a zero rate, | am reluctant to go further and order the repayment to BSP of
moneys that they paid willingly to Expotech some time ago. Moreover, in their
submissonsthey say that “if the Hearing Officer decides that no roydty should be paid
oneto the other, the potentia for conflict and problems between the partiesin verifying
past sdesisavoided” and “if any royalty isto be paid by BSP. . . the £22,000 (sic)
aready paid to Expotech should be offset . . .”, and | read this as meaning that they
would not pressfor arefund of past roydtiesif | wereto set azero rate. Accordingly |
propose to make no order in respect of payments already made by BSP to Expotech.

Other licenceterms

| will now turn to the other licence terms on which there is disagreement, but first | must
make agenerd point. The draft text | have been given isworded as though thiswere a
voluntary licence between the parties. Itisnot. Itisanimposed licence, so it should not
be worded as though it were something the parties are agreeing to, and | have reframed
the text to reflect this. Similarly, the signature at the end should be mine, not theirs.

Royalty

Having decided to set a zero roydty rate, many of the terms now become redundant and
| have struck them out. | do not therefore need to worry about any disagreements on
those terms. This also has a knock-on effect on the clause reating to surrender, because
if thereis no roydlty, it isingppropriate for a surrendering party to be ableto retain a
persond right to work the inventions, as| originaly proposed.
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Declaratory rdief

As| have said, the patent embraces two inventions or inventive concepts and in my
decisgon of 1 April 2004 | found that one belonged in principle to Expotech and the other
to BSP. BSP are very keen to have adeclaration to this effect in both in an order and in
the licence because, they say, it will be very helpful if they have problems with foreign
patents or if the validity of the present patent is questioned. They dso want the licence to
cover explicitly the consequences should one invention later be found to be unpatentable.

Expotech are strongly againg this. They say that BSP never sought declaratory relief
(dthough they concede | have the power to grant it), and that it would merely create a
potentid for digoute over the finer nuances of any perceived differences between what |
say in my decisions and the way any declarations are worded.

Behind these conflicting Sancesis an issue that has the potentid to cause difficulty in the
future. Throughout these proceedings, both sides have worked on the presumption that
the question of vdidity istaboo. This, of course, is consstent with past case law which
has interpreted section 74 of the Act as meaning that entitlement proceedings must be
conducted on the presumption that the patent (or patent application as the case may be)
isvadid. Thusif documents emergein entitlement proceedings which cast doubt on
whether the invention in question is patentable - and in my experience that isnot arare
occurrence - the hearing officer or court must nevertheless press on to decide who owns
the patent rights even though in truth there may be no rights to be owned. Whilg this
approach may not be efficient, in most casesit is unlikely to be grosdy unfair to one side
or the other. However, there could be unfairnessiif, asin the present case, there are two
inventions which in principle belong to different parties. If one of the inventions later turns
out to be a non-invention, one of the parties could end up with rights that they ought not
to have had.

Thisis not awholly academic point in the present case because, during the course of
these proceedings, there have been murmurings about vdidity. | must emphassethat |
am noat finding, or even hinting, that one or other invention is unpatentable because the
point hasn't been argued before me. However, | am conscious of the fact that | might not
be directing joint ownership if one of the inventions had, so to speak, dready been taken
off the agenda. The question is, what should | do about thisnow. In the very recent
Court of Apped judgment in Markem Cor poration and others v Zipher Ltd and
others[2005] EWCA Civ 267 (as yet unreported), Jacob L J suggested that, in some
circumstances, it might indeed be agppropriate for the question of vdidity to be confronted
in entitlement proceedings before the comptroller. Of course neither sSide has had the
opportunity to address me on this Court of Apped judgment, and at this very late agein
the present proceedings | think it would be inappropriate to invite them to do so. It does,
though, reinforce the view | expressed in my ora decison on 16 June 2004 that the
parties should have the right to gpply to the comptroller for avariation in my order if there
isamaterid change in circumstances, and in particular, if one or more clams were later
be found to be, or conceded to be, invalid. The question is, how far should | go at this
stage?
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It is perfectly clear that the parties are taking these positions because each wants to
cregte a Stuation which will maximise what they would be left with if the patent is later
amended. Expotech want to maintain their rights under the patent even if claim 1 gets
struck out, arguing that they are entitled to do so because | am directing joint ownership.
BSP want to take everything thet is left if the Expotech invention goes, and they want to
do so without having to come back to the comptroller for avariation in the order because
they fear thiswill just give rise to further wrangling.

| have to say that from Expotech’ s response, BSP sfears seems very judtified. | dso
observe that Expotech’ s podition is not congstent with the finding | made in my decision
of 1 April 2004 because | did not find that the second invention belongs to both sides
jointly - | found that it belonged in principle to BSP. It istrue that the second invention is
only clamed in combination with the firgt invention, but thet, as Dr Colley rightly pointed
out at the hearing on 16 June 2004, is only because Expotech drafted the patent. Itis
aso true that in my interim decision on 16 June 2004 | said | was going to put the patent
injoint ownership and give each Sde the right to work the other Sde' s contribution.
However, that is not, as Expotech seem to be implying, tantamount to afinding that each
ddeis entitled to the other’s contribution. Rather, it was the best option | could see for
providing afair balance between the parties as the patent stands at present.

Whilst very conscious of the risk that any wording | use could be perceived as not quite
on dl fourswith my decision, | have decided to grant some declaratory relief in order to
set aclearer framework for any later gpplication to vary the order and/or licence.
However, | am not going to go as far as pelling out too specificaly what should happen if
some claims are later struck out or amended, for two reasons. Firs, there are more
issues that need to be covered than BSP suggest - eg what should happen about
respongibility for paying renewd fees or defending the patent againgt infringers. Second,
the outcome of any challenge to the patent might not be as clear cut as BSP anticipate, in
the sense that it might not merely be a question of sriking out one claim.

Foreign patents

BSP want an undertaking from Expotech that they and their sub-licenseeswill not enforce
any foreign patent rights they may have in repect of machines manufactured in the UK by
BSP and then sent abroad. They judtify this on the basis of the principle of exhaudtion of
rights. Expotech, though, object to this.

Once again | find mysdf unable to achieve awholly satisfactory result because | am only
dedling with part of the problem. Given the nature of the market and the bitter
antagonism between the parties, | can seethereisarisk that BSP could be left with
nothing if there is no such undertaking. However, | have come to the conclusion thet it
would be ingppropriate to include aterm like this. Thisis partly because | have some
doubts about the extent of my jurisdiction, but mainly because | am completely in the dark
about what foreign patents might be involved. For dl | know they might, for example,
include further inventions to which BSP have no right whatsoever, in which case the
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undertaking requested by BSP would be quite inappropriate.

Terminaion

BSP want the licence to be terminated autometically in the event of the insolvency or
change of ownership of one party, with dl rights thereupon passing to the other side.
Expotech say this should smply be treated as a materid change in circumstances which
givesriseto the right to make an gpplication to the comptroller. Whilst there are clear
benefitsin reducing the scope for later disputes, | do not fed it is safe to specuate now
on what might be gppropriate were these circumstances to arise, 0 | am not including the
clauses suggested by BSP. However, | do think it is reasonable to specify what happens
if one party isin materid breach of the licence conditions, and | have therefore adapted
some of BSP' swording to provide for this. | also agree with BSP that 30 days, rather
than the 60 suggested by Expotech, is areasonable time to dlow for rectifying meterid
breaches before the termination clause kicksin.

Amending the patent; action againg third parties

The draft licence included a provision whereby one party could gpply to amend the daims
of the patent if the other party agreed. Whilst normaly one would expect a request to
amend to be agreed between co-owners, | can foresee that causing red problems and
unfairnessin the present case. If amendment became necessary because it turned out that
one invention was non patentable, it could be in the interests of the party whose invention
it was to prevent amendment, thereby forcing revocation of the patent and depriving the
other party of any rights. | am therefore, very unusudly, going to permit one party to
gpply to amend without first obtaining the agreement of the other, though they must notify
the other. Of course this doesn’t necessarily mean that amendment would be alowed on
the request of one party, but it does keep the option open if the circumstances are such
that it would be just to alow the request.

A dmilar problem could arise with the draft clause which required agreement before an
action againgt athird party could be settled. As drafted, one party could decline to
participate in the action but nevertheless block any settlement, and that does not seem
right. | have therefore re-worded the sub clauses in the section headed “ action against
third parties under the patent” to prevent this.

Other tarms

There are afew ingtances in which Expotech stuck very rigidly to the text of my ord
decison on 16 June whereas BSP expanded it alittle. My ord decison was not an
attempt to draft the text of alicence or order on the hoof. It was an interim decison and
was expressy stated not to be my fina decision on the form of order. | made clear that |
was only indicating the tenor of the provisions because | realised some of the terms|
proposed would need some more flesh added to them. Accordingly, where it seems
appropriate | have retained BSP' s expanded wording.
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As proposed in my interim decison and as requested by BSP, | have retained a
requirement for prior notification of sub-licences because each party is entitled to know
what isgoing on. However, | am not including any requirement for prior consent
because, as Expotech rightly say, thisis smply arecipe for dispute and delay.

Findly, | have ddeted the section on “ continuing obligations’ as it now seems redundart,
and have made clear that a surrendering party loses dl rights and obligations. | have dso
made afew other minor changesto the text.

Costs

Costs in proceedings before the comptroller are normaly guided by the comptroller’s
published scae, though | have the discretion to depart from the scaleif | think it
appropriate. BSP say | should, and indeed should go so far as to suggest that Expotech
should pay BSP sfull legd costs, which they put a over £87,000. They say thisis
justified because Expotech knowingly misappropriated BSP s property and then
perssted in defending their position even though they could have had no reasonable belief
inthelr case. Expotech, on the other hand, say neither Sde has won, they have in any
case dready had to bear the patent prosecution costs and that the just solution should be
to make no order for costs.

Expotech are not right to assert that neither side haswon. BSP have not succeeded on
the whole of their claim, but they have succeeded in a subgtantia part. That showsthey
were judtified in launching it, which would normaly be sufficient to entitle them to a costs
award in their favour. However, | do not fed there are sufficient grounds for departing
from the scde as BSP suggest. It istrue that Expotech and their witnesses have not come
out of this smdling of roses, but neither have BSP and their witnesses.

This has been ardaivey time-consuming case, with afour day substantive hearing, a
subgtantia amount of evidence, afurther one day hearing and a requirement for additiona
submissions. Applying the scde, | have come up with afigure of £5000. However, | am
going to discount that figure to dlow for the fact that the hearing would have taken less
time if BSP s evidence had been better. | am aso going to make some further discount
to dlow for the fact that BSP will be getting some share of the benefit of the unquantified
expenses Expotech have incurred in prosecuting the patent application. | therefore award
BSP £3000.

Conclusons

The comptroller normaly incorporates any order in his decison. However, in this case
BSP have prepared a separate draft Order, as would be done in the High Court, and |
am happy to go dong with that. Accordingly, | have annexed an Order, including the
licence, to thisdecison. | have, though, amended the suggested wording for the Order in
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anumber of respects. For example, | have tried to reflect more accurately the findings
made in my previous decisons. | have dso diminated what seems to me to be some
meaningless legdigtic wording - eg the expression “isand was a dl materid timesthe
inventor” as | cannot see how someone can possibly be the invertor at some times and
not others.

For the avoidance of doubt, | should say that the Order aso congtitutes a certificate for
the purposes of section 13(3).
Appesl

Under the Practice Direction to Part 52 of the Civil Procedure Rules, any gpped must be
lodged within 28 days.

PHAYWARD
Divisond Director acting for the Comptroller



Annex to Decision BL 0/132/05

Application under Section 13 of the
Patents Act 1977 by Roger Michagl
Elliott and under Section 37 by BSP

I nternational FoundationsLimited in
respect of British Patent 2351 111

ORDER

UPON thetrial of a Reference under Section 13 of the Patents Act 1977 made by Roger
Micheel Elliott.

AND UPON thetrid of a Reference under Section 37 of the Patents Act 1977 made by BSP
International Foundations Limited.

AND UPON reading and hearing the evidence of the witnesses as specified in Schedule 1 hereto.

AND UPON hearing Counsdl for Mr Elliott and BSP and for Expotech Limited.

IT ISDECLARED THAT:

1. Duncan Hat istheinventor of the idea of providing two grippers for gripping a pile from
the sde and from the top respectively, rather than just one which can be pivoted between
these two positions, this invention being expressed in clam 1 of UK patent number
GB 2 351 111.

2. Roger Michad Elliott isthe inventor of the idea of providing direct acting hydraulic
cylindersfor the gripper jaws, this invention being expressed in daims 2-6 of UK patent
number GB 2 351 111.

3. John McHattie is not an inventor of any matter the subject of the UK patent number
GB 2351 111.

4. Theinvention made by Roger Michad Elliott belongs to BSP International Foundations
Limited by reason of its employment of Roger Michael Ellictt.



IT ISORDERED THAT:

1.

John McHattie' s name be removed from and Roger Michad Elliott’s name be added to
the register as an inventor of the subject matter of UK patent number GB 2 351 111,
with Duncan Hart dso remaining named as an inventor.

BSP Internationa Foundations Limited' s name be inserted in the register together with
Expotech Limited' s name as co-proprietors of UK patent number GB 2 351 111.

The changes ordered by paragraphs 1 and 2 above be announced in the Journal, and an
addendum dip be prepared for the granted patent mentioning thet the inventors are
Duncan Hart and Roger Michadl Elliott but not John McHattie.

BSP International Foundation Limited and Expotech Limited shal each be licensed by the
other to work dl of the clams of UK patent number GB 2 351 111 on the terms set out
in the Licence forming Schedule 2 hereto.

Expotech Limited shdl bear the costs of applying for and prosecuting to grant UK patent
number G 2 351 111 to grant.

Expotech do pay the sum of £3000 to Roger Michael Elliott and BSP Internationd
Foundations Limited by way of contribution to their costs.



The evidence of
Referrers

Roger Miched Elliott
Robert Storey
David Redhead
James Stewart
Steven Codd

Respondents

John McHeattie
Duncan Hart
James Stewart
Janis John Miezitis

was read
and the evidence of:
Referrers

Roger Miched Elliott
Robert Storey
David Redhead
James Stewart

Respondents

John McHattie
Duncan Hart
James Stewart

was heard.

Schedule 1




Schedule 2

The licence to be entered into between the parties shdl be asfollows:

LICENCE

Thislicence isimposed by the Comptroller between -

BSP INTERNATIONAL FOUNDATIONSLIMITED, an English Company,
registration number 194713, of Claydon Industria Park, Great Blakenham, Ipswich,
Suffolk 1P6 0JD, England of the first part (hereinafter denoted as BSP)

AND

EXPOTECH LIMITED, acompany incorporated in the United Kingdom, of Daes

Industrial Estate, Peterhead, AB42 3JF, Scotland of the second part  (hereinafter denoted as

Expotech)

WHEREAS

1. Expotech gpplied for and was granted British Patent Number GB2 351 111 (the British
Patent) relating to a Sde clamping vibratory pile driver naming Duncan Hart and John
McHattie (hereinafter denoted as Hart and McHattie) asinventors.

2. BSP and Mr Roger Michael Elliott (hereinafter denoted as Elliott) made gpplications under
Sections 37 and 13 of the UK Patent Act 1977 (the Act) to have Mr Elliott named asthe
inventor for the British Patent and to have BSP named asthe proprietor of the British Patent.

3. In his Decison of 1 April 2004 relating to those applications, the Hearing Officer decided
that Hart had invented one of theinventionsin the patent, that Elliott had invented the second
invention in the patent and that M cHattie had made no inventive contribution.

4, In an Interim Decison on 16 June 2004 and in the find decison to which this licence is

annexed, the Hearing Officer directed that the British Patent should be jointly owned by
Expotech and BSP and should be the subject of cross-licencesonthetermsof thislicence.

WITHOUT PREJUDICE TO EITHER PARTY’S RIGHT TO CHALLENGE BY WAY OF
APPEAL ANY OF THE DECISIONS REFERRED TO IN THE RECITALS IT IS NOW



ORDERED asfallows

1.

11

1.2

2.1

2.2

31

4.1

4.2

LICENCES

BSP and Expotech are each hereby licensed under the British Patent to do al such actsin
relaion to the British Patent as are specified in Sections 60 and 69 of the Act and such

licences shdl be deemed to take effect from the date of publication of the gpplication for the
British Patent (the Application). Thelicences are roydty free, and may not be revoked save
as provided under the provisions of this Licence.

The licences granted under clause 1.1 shdl include the right to grant sub-licences to third
parties, subject to the prior written notification of the sub-licensee to the other, upon terms
which shall be a least as onerous on the sub-licensee as contained herein and the party
granting such sub-licence shall beresponsibleto the other party to thisLicence asif the acts of
the sub- licensee were its own acts.

RENEWAL FEES

Expotech shdl promptly pay dl renewd feesrequired to maintain the British Patent in force
to the British Patent Office,

Expotech shall invoice BSP for hdf such renewa fees 42 days before such feesfal due, but
shdl not invoice BSP for any extenson fees relaing to the late payment of such fees, and
shdl provide BSP acopy of therenewal certificate to establish that it has paid such renewd
fees in due time AND BSP shdl pay the invoice for the renewa fee it receives from
Expotech not later than 7 days before the date upon which the renewa feefdls due.

ASSIGNMENT OF RIGHTS:

Neither party may sdll, transfer or otherwise digpose of or pledge or mortgageitsshareinthe
British Patent without the prior written consent of the other EXCEPT where such disposd is
as part of the assgnment of the whole or a substantia part of the total business of the party
making the assgnment.  Where this exception applies, the licence shal continue, with the
assignee taking over the respongbilities and rights that the assignor previoudy had.

TERM AND SURRENDER OF RIGHTS:

This Licence shdl have effect from the date of the decison to which it is annexed and,
subject to the provisions of this Licence, shdl endure for the term of the British Patent,
including any extension or prolongation thereof. The licences granted hereunder shdl take
effect from the date of publication of the Application pursuant to clause 1.1 above.

Either party may by notice in writing given to the other surrender up to the other itssharein
the proprietorship of the British Patent. Such surrender shall take effect from the receipt of
the notice by the other party. At therequest of the other party the surrendering party will, a



its own cogt, execute dl such documents as are reasonably necessary to assign itssharein
the British Patent to the other party. The surrendering party will theresfter have no rights or
obligations under this Licence or in respect of the British Petent.

5. TERMINATION:

5.1

5.2

6.1

6.2

7.1

7.2

This Licence shdl terminateif one party (“the defaulting party”) isin sgnificant breach of, or
hasfailed to perform, amaterid duty or obligation imposed on it under thisLicence,induding
specificaly the effecting of or the payment for the renewd of the British Patent, and hasfailed
to rectify that breach or failure within 30 working days of written notice thereof from the

other party.

Upon termination, al licences and other rights granted hereunder to the defaulting party and
any sb-licences granted hereunder by that party shal automaticaly be terminated with
immediate effect AND that party shdl immediately be deemed to have surrendered up to the
other party dl itsbeneficid and legd right titleand interest in and its sharein the British Patent
and undertakesthat it shal promptly execute dl documents, deeds and other thingsrequired
to give effect to this clause.

INVALIDITY OF THE PATENT:

If the British Patent is revoked, this Licence shdl terminate.

If the British Patent isfound by the Courts or the Comptroller to be partidly invdidin afind
decision from whichthereisno apped or inadecigon fromwhich no goped islodged within
due time, permission to appedl is refused or an apped islodged but then withdrawn, such
finding shdl be consdered amateria change of circumstances for the purposes of clause 7
below.

AMENDMENT TO THE LICENCE OR THE PATENT:

Either or both of the parties may apply to the Comptroller to vary theterms of this Licenceif
thereisamateria change of circumstances from the circumstances obtaining a the date of
the decison to which this Licence is annexed and the parties are unable to agree avariation
AND the applying party shdl keep the other party promptly and fully aware of dl
correspondence and other exchanges between it and the Patent Office relating to that
goplication AND the other party shdl have the right to make representationsrel aing thereto
to the Patent Office.

Either or both of the partiesmay gpply to the Comptroller to amend the clamsof the British
Patent, for example to overcome an actud or threatened attack upon the vaidity or legd

enforceability of oneor moreof thecdlams AND the gpplying party shal keep the other party
promptly and fully aware of dl correspondence and other exchanges between it and the
Patent Office rdating to that application AND the other party shdl have the right to make
representations relating thereto to the Patent Office.



8.1

8.2

8.3

8.4

8.5

ACTION AGAINST OR BY THIRD PARTIES:

Both parties shdl if so requested by the other join their names in any action brought by
the other to enforce the British Patent againgt third parties or defend it againgt attack by

any third party.
Each party shall bear its own cods in any such action.

In the event that costs, damages or other pendties are awarded against the third party asa
result of such action, any such costs, damages or other awards againgt the third party shall be
split between BSP and Expotech according to therelative proportions of thelegd costseach
hasincurred in pursuing or defending that action.

Notwithstanding the provisons of clause 8.1 to 8.3 above, each party shdl havetheright to
decline to participate in any such action and to incur costsin pursuing or defending such an
action AND the party declining to participate shal not receive any part of the costs or
damages awarded AND if the vaidity of one or more of the clams of the British Patent is
successfully challenged during such action, then the terms of clauses 6 and 7 shdl apply.

Neither party may settle any such action without the prior written consent of the other party
unlessthe other party has declined to participate under clause 8.4 above. The party wishing
to settle shal provide full documentation of al negotiations and proposds for settlement to
enable the other party to reach a decision based on dl the rdlevant facts AND any such
settlement shdl be on termswhich are no more beneficid to the third party than theterms of
this Licence.

COMMUNICATION AND NOTICES:

All communications between the parties and any notices required under the terms of this
Licenceshall beinwriting and sent by recorded delivery addressed to Dummett Copp a 25
the Square Martlesham Hesth |PSWICH Suffolk 1P5 3SL for BSP and to Jensen & Son at
366-368 Old Street, London EC1V 9L T for Expotech (or such other addressfor delivery of
communications as may be notified by one party to the other in writing) and shall be deemed
to have been received by the other party oneworking day after the samewas sent. For any
communication by fax or e-mall to be effective, it must be confirmed the same day by acopy
sent by recorded ddlivery.

PHAYWARD
Divisond Director, acting for the Comptroller



Application under Section 13 of the
Patents Act 1977 by Roger Michagl
Elliott and under Section 37 by BSP

I nternational FoundationsLimited in
respect of British Patent 2351 111

(1) ROGER MICHAEL ELLIOTT
(2) BSP INTERNATIONAL
FOUNDATIONSLIMITED

ORDER






