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Scope of Presentation

Ethical Rules

Examples from negotlatlon |
- Hypothetlcal but based on reahty

Dlscussmn
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Ethlcs

“The pr1n01ples of conduct govermng an :
1nd1v1dua1 ora group

© Professionalism

" “The conduct, aims or qualities that
__characterize . . . a professmn ora
profess1ona1 person

Webster’s Dictionary
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What and Why Ethlcs?

Honesty and candor 1nstead of gamesmanshlp
and overreaching. T .

Obtaining enforceable yet workable business
arrangement |

Protectlng and enhancmg a professmnal
- reputation.
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ABA Model Rules of

Professunal Conduct

Adopted 1n 1983

ReJected Kutak Comn:nss1on draft rules for
- ne gotlatlons -

= extent to wh1ch attorneys could be rmsleadlng

— extent to Wthh attorneys could take advantage -

Delegates consensus — some misleading conduct
perrmss1ble in negotlatlons

Adopted some general rules proposed by Kutak
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ABA Model Rules of
Professmnal Conduct

| In the course of representlng a client, a lawyer shall not

knowmgly

(a) Make a false statement of matenal fact or law to a
th1rd person; or

| (b) Fail to dlsclose a material fact to a third person when |

| dlsclosure is necessary to avoid assisting a cnmmal
~ or fraudulent act by a client, unless dlsclosure is
prohlblted by Rule 1. 6 R ‘
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ABA Model Rules of

Professmnal Conduct
K Rule 4.1(a) forbids

- Lymg about a material fact S
e Whatis matenal depends on the S1tuat10n .
e Dlstmgmsh postunng or puffery
- Fallmg to dlsclose a materlal fact -
K Where failure to disclose amounts to a Imsrepresentauon
- Makmg a misstatement of law

. Cannot_ assume opponent knows the 1._3W_
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- ABA Model Rules of
Professional Conduct

“Under gencrally accepted conventlons in negotlatlon
certain types of statements ordmarlly are not taken as
statements of material fact Estimates of price or value

- placed on thc subject of a transactlon and a party’s

intentions as to an acceptable settlement of a clalm are

In this category.”

Comme_fifto ABA ModelRule 41
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o “Client w111 not accept less than 4%
royalty |

— Even W1th knowledge that chent W111 accept
- less, generally con81dered pu Pﬁng, not lymg

J “Because of MFL clause, chent cannot
| accept less than 4% royalty.”

— If there is no MFL clause, lying.
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Lying vs. Putting

e “The hcensed nght is reglstered” '
- Lymg, if known not to be reglstered

e “The licensed right is valid”
— Puffing, despite knowledge of arguable weaknesses

- prior mark or prior art |
. non-use of mark (as opposed to abandoned mark)

e even statutory bar - claim scope 1mportant
— Suppose knows of arbitration dec131on of cancellatlon

or 1nva11d1ty —isit lylng" |
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| Lying vs. Puffing

. Lymg
- Mlsstatement of hlstoncal obJectlvely venﬁable fact.

‘ “Can t accept royalty of 5%, our pl'Oﬁt margm is only %" .

o. P[1~

ing.

~ Statement of mference 1nterpretat10n or 1ntent10n
“Can t accept royalty of 5%; we won’t make a proﬁt
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ABA Model Rules of
_ Professmnal Conduct
"« Rule4. 1(b) forbids

- Sllence or 1nact10n W1th knowledge of chent
mlsleadmg statements or actions

— Silence with knowledge that opponent rmsunderstands
“an issue of factorlaw = | S
. Party with greater knowledge may have to assmt other party

¢ Opposing counsel’s lack of expenence may increase obllgatlon
~ to disclose - -

NNEGAN
ENDERSON
ARABOW
ARRETT &
UNNEREL:




B efore negotlatmg marketmg agreement with retailer, chent
tells lawyer about new, better, cheaper competitive product to
" be introduced by competitor within 12 months. During
- negotiation, retailer’s lawyer asks if client knows of any new
o 'competltlve products soon to be 1ntr0duced

- -:What does lawyer do‘? -

| --- Changes the subject |
- Says “I can’t answer that ”
--- Tells the reta;ler__what_hg kDOWs e
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Hypothetlcal #2

Before commencmg negotlatlon to grant exclusive, world-w1de.
trademark license to manufacture a merchandising product,
licensor counsel receives common law search results and notes
prior use of same mark on 31m11ar product but only in |
metropohtan New York R

What does lawyer do?

Refram from dlsclosmg to hcensee counsel and proceed

W1th negotiations - |
--- Voluntarily disclose to licensee counsel and offer to

‘obtain rlghts in New York
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Hypothetical #2a

‘Shortly after negotiations begin, potential licensee cbfninents
on his marketmg plans, notmg that h1s strongest market
pos1t10n is in large 01t1es - :

| Is lawyer S obhgatlon dlfferent‘? L T
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Hypothetical #3

In negotiatibns to grant exclusive patent license, la\&yer
for patent owner knows that his client has granted two

nonexclusive licenses under the same patents. Lawyer .

- knows that preexisting nonexclusive licenses do not
- prevent grantlng an excluswe hcense |

What does lawyer do?.

-- Say nothing
-- Inform potentlal hcensee
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Hypothetical #3a

| "Durmg review of draft of exclusive hcense prepared by
licensee’s counsel, lawyer notes proposed representatlon
that Ppatent owner has granted no other hcenses

What does lawyer do?

- Leave 1t in the draft _ i .
- Delete it an wait for llcensee S counsel to ask why
-- Call licensee’s counsel and disclose preexisting licenses
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‘Hypothetical #4

In draftmg excluswe hcense agreement lawyer for -
licensee inserts prowsmn that disclaims any obligation on
licensee to make or sell any licensed product. Lawyer
then sends _d.raft agreement to licensor's counsel.

What should lawyer do‘7

-- Nothmg more
- Brmg provision to attentlon of opposing lawyer
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o ) Hypothetical #5 e

Both partles understood that the llcensee wanted and would
get the right to grant sublicenses. The licensee’s lawyer
created first draft of the proposed agreement and did not
“include any express grant of such a right. In rev1ewmg the
draft, licensor’s lawyer noticed the omlssmn o

What should the 11eensor s lawyer d()?

- Add the prov1smn to the draft
- Nothmg |
- Ask opposmg counsel 1f he mtended to omlt it
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* Hypothetical #5a

Licensor’s counsel calls licensee’s counsel about the

omltted sublicense grant, but the latter says, “The

provision is unnecessary since the rlght to grant

sublicenses is inherent in the basic grant.” Despltea
belief that this is wrong, licensor’s counsel agrees, and .
they leave the agreement as is. B -

What should the llcensor S counsel do‘? .-

- Call hcensee s counsel back and explain the law

-~ Add the provision as “belt and suspenders”

-- Avoid conﬁontatlon smce 1t 1s the hcensee who
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- Hypothetical #6

Dunng negotlatlons chent m response to dlrect questlon_

- for potential marketing licensee, says there has been no

claim of mfnngement by any thlrd pa.rty Lawyer knows
 this to be false. -

| "-““'What should lawyer do‘? .

- Prlvately adwse chent of error and request correctlon
~ -- Withdraw from negotiation and representatlon as to
~ matter if client refuses to make correctlon '

- Do nothmg L |




p Mateﬁal Misrepresentations?? :

* Offering hcense for unreglstered mark
—No representatlon of registration.

. “Offering license for applied-for mark subject to
pendlng prosecution refusals or opposmons

- = File history publicly available.

. Llcensee knowledge of confusmgly sumlar th1rd
party rights in proposed license product area of
1nterest
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. Offenng hcense under patent known to be 1nva11d.
- — No representation of Va.hdlty s |
- Depends on basis for invalidity

e Asserting need for license with knowledge of no
1n1'r1ngement due to file h1story
— Equal access to file hlstory |

e Asserting no need for license with knowledge that
patent owner is unaware of di ferent model of
accused prodyct. .

= Any duty to advise patent owner‘7 S




MateriaI Misrepresentations 77

. Offerlng covenant not to sue with
knowledge that t1t1e to llcensed nght 1s in

doubt

- No Warranty of t1t1e

° Falhng to note all changes made in draft

— Modern compare software induces rehance but
also prowdes means for checklng




Competltlve N egotlatlon

. ABA Model Rule 4 4 proh1b1ts conduct
intended to humiliate or harass

. May be a fine line between aggresswe
advocacy and harassment |

e In ne gotlatlon aggresswe advocate often
~ ineffective — Wmmng 18 not purpose of
negotlatlon o
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o Competent Ne gotiation

ABA Model Rulc l l requlrcs a lawyer to prowde

| competent representaﬂon

Competence requires negot1at1on skill and
knowledge of apphcable law and busmess 1ssues

Licensing is business negotiation — a rare lawycr 18

- competent in both law and business

~ Normally, lawyer should team with busmessman
- Otherw1se lawyer may use lack of kncwledge as tactlc
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Negotiations Professional

e Courteous
e Confident |
— Knows business issues involved
~ — Knows legal issues involved
— Knows client’s position
— Knows scope of authority |
- Understands and accepts concept of negot1at10ns
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