Anatomy of a Patent License and Template License Agreement

The following explains the “anatomy” of a patent license with a State university by identifying key provisions typically found in a patent license, explaining the purpose of those provisions and providing template language for each identified provision.   

Generally, a patent license will follow a logical progression.  First, key terms are defined that apply throughout the license.  Then the license deals with substantive terms.  What is the licensor giving the licensee (the license grant)?  What is licensee giving to the licensor (royalty/compensation) in return?  How will the licensee pay licensor and how will the licensor know that those payments are correct (payment and audit)?    How will licensor make sure the licensee is working to bring the technology to market (commercial diligence)?  Finally, how does the relationship end (termination)?
A patent license will also address issues raised by various laws and regulations.  Principally, the license will address a host of patent issues including how licensed patents are procured and who pays for that procurement.  The license may also address patent marking, patent litigation and assertions by the licensee that the licensed patents are not valid, enforceable or infringed.  The license will also address other legal issues created by Federal law including those related to the potential exportation of licensed technology (export control laws).  
The patent license will address risk allocation.  The license will do so by first identifying representations and warranties that each party is and is not making.  Then the license will specify indemnification and insurance maintenance provisions.    

Finally, the patent license may address confidentiality and will include a host of miscellaneous provisions.
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Definitions
	1.  Definitions
	A patent license will include numerous definitions that are used throughout the agreement.  The defined terms will vary from license to license.  However, most licenses will include definitions for at least the certain key terms identified below.

	Licensed Patents
	A patent license will identify the patents that are the subject of the license.  The Licensed Patents are often defined in terms of “applications” because, under U.S. patent law, more than one patent can issue from a single application.  By defining Licensed Patents in terms of applications, the University is granting licensee rights to patents that have issued or may issue from that application.

Typically, the license will not grant rights in future inventions made by the university.  To that end, the definition of Licensed Patent may limit or exclude rights to “continuation-in-part” or “CIP” patents because those patents, by definition, include matter that is not in the original application.

	
	1.1  Licensed Patents means University’s U.S Patent Application[s], Serial Number ______, filed _______, [ADDITIONAL APPLICATIONS] (“Applications”) and (a) all divisionals, continuations and continuation-in-part (excluding new matter and claims containing new matter) applications that claim priority to any of the Applications; (b) any  foreign application corresponding to any Application or application identified in (a); and (c) each patent that issues or reissues from any Application or application identified in (a) and (b) including [fill in any issued patents].  

	Technology
	To ensure that a licensee is able to practice the technology claimed in the Licensed Patents, a license will often grant the licensee the right to use “Technology” that is outside the scope of the Licensed Patents and that is necessary to use the technology claimed in the Licensed Patents.

	
	1.2  Technology means any information:  (a) created prior to the Effective Date; (b) owned by [University]; (c) not infringing any pending or issued claim in the Licensed Patents; and (d) necessary to practice inventions claimed in patents and/or patent applications included in the Licensed Patents.

	Licensed Product
	Licensed Product identifies the products that licensee can make, use and sell.  Typically this term is defined by whether the product is covered by (would infringe) the Licensed Patents and/or incorporates Technology.  Depending on the technology, the license may also include definitions for a “Licensed Service” and/or “Licensed Method.”

	
	1.3  Licensed Product means any product that if manufactured, used, sold, offered for sale, or imported would constitute, but for the license granted Licensee under this Agreement, direct infringement, induced infringement and/or contributory infringement of any pending or issued claim of the Licensed Patents. 

	Field of Use
	Licenses often restrict the license grant to certain technology areas or “fields of use” (for example, software applications, e-commerce, antiviral agents, pharmaceuticals, etc.)  This term is highly dependent on the circumstances such as the technology and industry partner.

	
	1.4  Field of Use means _______________________________.

	Territory
	The license will specify the geographic area in which the Licensee has rights under the License grant.  Often the grant is “worldwide” but can be limited depending on the circumstances of the relationship.

	
	1.5  Territory means [geographic scope of the license].

	Net Sales
	A license that includes a running royalty payment needs to define the royalty base to which the agreed-upon royalty rate is applied.  The term that is typically used to define the royalty base is “Net Sales.”  Net Sales typically are defined to mean the gross revenue of all sales of Licensed Products less certain attributable costs.

	
	1.6  Net Sales means the gross amount of all sales or leases of Licensed Products by Licensee, Affiliates, or sublicensees to any customer LESS:

(a)  discounts and rebates actually granted

(b)  excise and sales taxes imposed on the License Products and actually paid;
(c)  import, export and custom duties imposed on the License Products and actually paid; and
(d)  freight, transit and insurance charges actually paid.

	
	1.7  [ADDITIONAL TERMS]


Scope of the License (License Grant)
	2.  License Grant
	The License Grant specifies the rights the Licensee is obtaining from the University.  

	Grant
	The grant specifies whether the license is exclusive or nonexclusive.  An exclusive license may be limited to the Field of Use.  The grant language is generally very straight-forward relying on Defined Terms such as Licensed Patents, Licensed Products and Field of Use.

	
	2.1  License Grant.  [University] hereby grants to Licensee a [exclusive][nonexclusive] license under the Licensed Patents to make, have made for it, use and sell Licensed Products [in the Field of Use] in the Territory during the Term of this Agreement, and the right to use Technology to make and have made for it the Licensed Products [in the Field of Use] in the Territory during the Term of this Agreement.

	Sublicensing
	Sublicensing allows the Licensee to have a third party use the University’s Patent Rights and Technology to, e.g., manufacture commercial products for the Licensee.  License agreements may or may not grant the Licensee the right to sublicense depending on the circumstances.  Sublicenses are typically subject to sublicense fees identified in Section 3.5 below.

	
	2.2  Sublicensing.  Licensee has the right to grant Sublicense Agreements under the Licensed Patents and to use Technology consistent with the terms of this Agreement subject to the following:

(a)  A Sublicense Agreement shall not exceed the scope and rights granted Licensee hereunder.  Sublicensee must agree in writing to be bound by the applicable terms and conditions of the Agreement and shall indicate that Licensor is a third party beneficiary of the Sublicense Agreement.  

(b)  Licensee shall deliver to Licensor a true, complete, and correct copy of each Sublicense Agreement granted by Licensee, Affiliate or Sublicensee, and any modification or termination thereof, within thirty (30) days following the applicable execution, modification, or termination of such Sublicense Agreement.  

(c)  Licensee shall collect and guarantee payment of all payments due, directly or indirectly, to Licensor from Sublicensees and summarize and deliver all reports due, directly or indirectly, to Licensor from Sublicensees.

(d)  All rights and licenses of Sublicensees shall terminate upon termination of the Agreement.

	Reservation of Rights
	As discussed in the Essential Terms, the University will retain the right to use the Patent Rights and Technology for educational and research purposes.  This enables the University to satisfy its mission of serving the public through education and research development.  This provision is typically non-negotiable.

	
	2.3  Reservation of Rights.  University reserves the right to (a) use technology covered by any pending or issued claim of the Licensed Patents and/or Technology (collectively, “Licensed Technology”) for educational, research, patient care  and other educationally-related purposes; (b) publish or otherwise disseminate results of scientific studies relating to the Licensed Technology; and (c) grant rights to, and transfer embodiments of, the Licensed Technology to other academic institutions or non-profit research institutions for the purposes identified in (a) and (b) above.


Royalty/Compensation

	3.  Fees and Royalties
	A license includes payment provisions.  The payment provisions are tailored to the nature of the technology, license and licensee.  A license may include any combination of the following payment mechanisms to flexibly adapt to the circumstances and reach a fair bargain.  

	Initial/Upfront
	An initial or upfront fee is a nonrefundable payment made at the time the license is entered.  For start-ups, the university may waive the upfront payment in favor of an equity interest in the start-up.  An equity agreement is typically a separate agreement from the patent license, though some Ohio universities include the equity terms in the license.

	
	3.1  Upfront Fee.  Licensee shall pay to [University] a noncreditable, nonrefundable upfront license royalty of $______ upon execution of the Agreement.

	Maintenance Fee
	An annual maintenance fee allows the university to offset certain costs and to ensure that the licensee is committed to commercialization.  The parties can specify the date the first maintenance fee is due and the frequency of payments.  Typically a maintenance fee is due one year after the execution date of the license and is payable annually thereafter.  In the case of start-ups, the university may allow for a longer period of time for the first payment.  A maintenance fee is also often creditable against royalty payments.

	
	3.2  Maintenance Fees.  Beginning ______ and each _________ thereafter, Licensee will pay [University] a nonrefundable maintenance fee of $_____.  [Maintenance Fees paid by Licensee are creditable against Earned Royalty payments.]  

	Minimum Royalty
	A minimum royalty provision has much the same purpose as a maintenance fee provision in that it requires a minimum payment from the licensee.  A minimum royalty provision is generally based on expected cash flow from commercialization efforts, and emphasizes the licensee’s need to commercialize the technology.  The minimum royalty amount is set below the amount expected to be generated by projected sales.

	
	3.3  Minimum Royalty.  Licensee shall pay Licensor $_______ every [quarter/year/___] as a Minimum Royalty Payment.  Licensee will pay Licensor on or before the [quarterly/annual] payment deadline an additional amount equal to the difference between the Minimum Royalty Payment and the actual royalties paid to Licensor if the actual royalties paid to Licensor are less than the Minimum Royalty Payment.

	Running Royalty
	A running royalty is simply a royalty rate applied to the Net Sales of the Licensed Products.  

	
	3.4  Earned Royalty.  Licensee shall pay an earned royalty of ___% on Net Sales of Licensed Products by Licensee and/or its Affiliates.

	Sublicensing Fees
	If the contract allows for sublicensing, Licensee is typically obligated to pay a sublicensing fee to Licensor.

	
	3.5  Sublicensing Fee.  Licensee will pay Licensor [__]% of all sublicense fees received by Licensee from sublicenses that are not earned royalties.  



Payment
	4.  Payment
	A patent license will include provisions that address payment of royalties and other amounts.  The provisions will require Licensee to (1) submit periodic royalty reports; (2) maintain records concerning manufacture and sale of Licensed Products; (3) allow the University to audit Licensee’s records; and (4) submit payment as specified by the Agreement.

	
	4.1  Quarterly Royalty Reports.  Beginning with the first sale of a Licensed Product, Licensee will submit to [University] a written report and an earned royalty payment within thirty [30] days after the end of each quarter (March 31, June 30, September 30, December 31).  License shall submit this report even if it makes no sales of the Licensed Product during the reporting period.  This report [will be in the form of Appendix ___] and shall include:

(a)  Quantity of sales of Licensed Products segregated by product;

(b)  Net Sales segregated by product;

(c)  Itemized deductions permitted by 1.6(a)-(d) segregated by product; and

(d)  The applicable royalty rate.

	
	4.2  Records.  Licensee shall keep, and shall require its Affiliates and Sublicensees to keep, accurate and correct records of all Licensed Products manufactured, used, and sold, and Sublicense fees received under this Agreement for at least [five (5)] years from end of the quarter the record documents. 

	
	4.3  Audit.  University has, at its sole discretion, the right to audit Licensee’s records to verify payments made by Licensee under the Agreement.  University may use a designated representative to conduct an audit under this provision.  University shall pay for any such audit provide that Licensee shall pay the audit costs if the audit reveals an underreporting of earned royalties due [University] of [5%] or more for the period being audited.

	
	4.4  Payment.  All payments to [University] will be made in U.S. dollars by check or wire transfer (Licensee to pay all wire transfer fees) payable to [_____].  Wire transfers shall be sent to [_________________].

	
	4.5  Late Payments.  Amounts past due under this Agreement will accrue a late charge of [___%] per month from the due date until paid.


Commercial Diligence:  Milestones and Reporting
	5.  Milestones
	A license will include provisions that identify specific and quantitative goals that the licensee expects to reach as part of its commercialization plan.  Milestones are necessary to ensure that the industry partner is working toward commercializing University IP.  The milestones will depend on the circumstances of the technology and licensee, and can include, among others, technical milestones (development of prototypes, completion of preclinical trials, etc.), commercial milestones (first manufacture, first sale, etc.) and funding milestones (for a start-up, $___ of funding).  Specific milestones will be negotiated by the parties.

	
	5.  Milestones.  Licensee agrees to use commercially reasonable and diligent efforts to develop, manufacture and sell Licensed Product[s] and develop markets for Licensed Product[s].  Licensee shall complete the Milestones set forth in Exhibit [__] hereto on or before the deadlines set therein.  [University] shall have sole discretion to determine if Licensee has satisfied a Milestone.  

	6.  Reporting
	The license will include provisions requiring Licensee to periodically update the University on its efforts to commercialize the licensed technology.  The reporting requirements typically last through commercialization.

	
	6.  Progress Report.    Beginning [six (6) months after] [on the final day of the quarter including] the Effective Date and ending on the date of the first commercial sale of a Licensed Product in the Territory, Licensee shall provide to [University] a report detailing Licensee’s progress for the preceding [six (6) months] [quarter] to bring the Licensed Products to market including:  (a) efforts to obtain necessary government approvals; (b) summary of work completed; (c) summary of work in progress; (d) summary of progress on milestones; (e) scheduled plan for next [six (6) months] [quarter]; (f) marketing plans for introduction of Licensed Products (if applicable); and (g) summary of resources, including resources (dollar value) spent during reporting period and resources (dollar value) available as of report date.


Termination
	7.  Term and Termination
	Every patent license will include termination provisions.  A licensee will often have the right to terminate, with or without cause, with notice.  The University typically has the right to terminate for cause, but first must give the Licensee an opportunity to fix or “cure” the breach. 

	
	7.1  Term.  Unless terminated earlier as provided herein, the term of the Agreement will commence on the Effective Date and continue until the latest date of expiration of an issued Licensed Patent.

	
	7.2  Termination by Licensee.  Licensee may terminate this Agreement by giving [University] written notice at least thirty (30) days in advance of the effective date of termination identified by Licensee.

	
	7.3  Termination by [University].  University may terminate this Agreement if Licensee:

(a)  is delinquent in any report or payment;

(b) is not using commercially reasonable and diligent efforts to commercialize Licensed Products;

(c)  fails to meet a Milestone set forth in Appendix [___]

(d)  is in breach of any provision; or

(e)  provides any false report.

	
	7.4  Cure Period.  Termination under Section 7.3 will take effect thirty (30) days after written notice by [University] unless Licensee cures the identified problem on or before the final day of that thirty (30) day period.

	
	7.5  Bankruptcy.  The agreement shall automatically terminate if Licensee files for bankruptcy.

	Surviving Provisions
	In the event of a termination, the Agreement may specify that certain provisions will survive the termination of the Agreement.  For example, confidentiality and indemnification obligations typically survive the termination of the Agreement, as do Licensee’s obligation to pay royalties for sales made prior to termination and the accompanying audit and reporting provisions.  

	
	7.6  Surviving Provisions.   The following Paragraphs and Articles shall survive the termination of this Agreement:

(a)   Article ___ (Confidentiality)

(b)   Paragraph  ____ (Indemnification)

(c)   _________________

The following Paragraphs and Articles shall survive termination with respect to any activities and payment obligations accruing prior to termination or expiration of the Agreement:

(d)  Article ___ (Royalty)

(e)  Paragraphs ____ (Audit, Reporting)

(f)  _________________


Patent Prosecution, Marking, Litigation and Challenges
	8.  Patent Matters
	

	Patent Prosecution
	Patent prosecution is the process of filing a patent application with a patent office, responding to any patentability concerns that office has with the filed claims and ultimately obtaining a patent.  The inventor or owner of the patent rights typically controls and pays for patent prosecution.  In the University-Industry context, however, the patents will, ideally, assist the industry partner in excluding others from making competing commercial products.  To that end, input from the industry partner as to the commercial embodiments of the invention can be critical.
A patent license may assume that because the University owns the IP it will control and pay for patent prosecution and thus there is no need to include a patent prosecution provision.
More often a patent license will specify control of prosecution and costs of prosecution.  These provisions can vary from exclusive to nonexclusive license.  For example, an exclusive licensee will be the only party receiving the benefit of the patents (at least in a field), and thus may have to pay for prosecution costs.  A nonexclusive licensee may not be the only party receiving the benefit of the patents and thus may not have to pay for prosecution costs or may only have to pay a pro-rata share (as between other nonexclusive licensees).
The following provisions are for an exclusive license and include terms often found in such patent licenses.

	
	8.1  Patent Prosecution.  

(a)  Upon execution of this Agreement, Licensee shall reimburse [University] for all documented expenses [University] has incurred relating to the preparation, filing, prosecution and maintenance of the Licensed Patents.  Thereafter, Licensee will reimburse [University] for all documented expenses [University] has incurred relating to the preparation, filing, prosecution and maintenance of the Licensed Patents for so long as, and in such countries as, the Agreement remains in effect.  All payments due pursuant to Section 8.1(a) shall be made within thirty (30) days of receipt of [University’s] invoice and are subject to Sections 4.4 and 4.5 above.  

(b)  [University] shall diligently prosecute applications included in the Licensed Patents using outside counsel of its choice.  [University] shall provide Licensee with copies of all relevant documentation relating to such prosecution and Licensee shall keep this documentation Confidential.  Outside counsel shall take instructions only from [University].
(c)  Licensee may elect to cease paying patent prosecution costs for certain patent applications.  In the event of such an election, [the rights granted Licensee in Section 2.1 shall become nonexclusive] [the patent application and patent issued therefrom shall no longer be included in the Licensed Patents and Licensee shall have no further rights thereto] [OTHER OPTIONS].

	Patent Marking
	Under U.S. law, marking a product with the numbers of the patent(s) that cover that product can allow for a larger damages recovery by the licensee/University in a patent litigation.  Universities will therefore want the Licensee to mark products with Licensed Patents as is appropriate under the law. 

	
	8.2  Marking.  Prior to the issuance of any Licensed Patent, Licensee will mark all Licensed Products with the words “Patent Pending.”  Upon issuance of any Licensed Patent, Licensee will mark all Licensed Products with the number of any issued Licensed Patent in accordance with each country’s patent marking laws including Title 35 of the U.S. Code.

	Third Party Infringement
	During the term of the Agreement, the parties may become aware that a third party is infringing the Licensed Patents.  This action could hurt the licensee in terms of lost sales and the University in terms of lost royalty payments.  To that end a patent license will include terms addressing how the parties will handle patent infringement by a third party and any resulting litigation.
Some enforcement provisions are generally applicable.  Templates for such provisions are provided below.

Some enforcement provisions are dependent on whether the Licensee is an exclusive or non-exclusive licensee.  An exclusive licensee or exclusive licensee in a field of use can be a party to a suit for patent infringement, but a non-exclusive licensee cannot bring a suit for patent infringement.  Placeholders for specific provisions tailored to the circumstances of the Agreement are provided below in (d) and (e).  
NOTE – whether the license is exclusive or nonexclusive, the University must be a party to the litigation as the patent owner and must provide consent to be so named.  

	
	8.3  Infringement Of The Licensed Patents.
(a)  Licensee will promptly inform [University] of any suspected infringement of a Licensed Patent by a third party.

(b)  In any suit for patent infringement of a Licensed Patent brought against a third party, the [University] and Licensee shall cooperate fully.  At the request of the party bringing the suit, the other party will permit, with reasonable notice, reasonable access to all relevant personnel, records, papers, information, samples, specimens, etc., during regular business hours.

(c)  Licensee must obtain permission from [University] and the [Ohio Attorney General] to name [University] as a party in action for patent infringement of a Licensed Patent brought against a third party.  That permission shall not be unreasonably withheld, provided that [University] shall have reasonable prior input with respect to choice of counsel on any matter where counsel represents [University], and such counsel agree to follow all required procedures of the Ohio Attorney General regarding retention of outside counsel for state entities. 

(d), (e).  Licensee’s right to bring suit, Licensor’s right to bring suit.

	Invalidity Challenges
	The licensee may, during the term of the Agreement, opt to contest the validity and/or enforceability of the Licensed Patents and/or whether the commercialized products infringe the Licensed Patents.  A patent license may include specific provisions addressing such a potential dispute that: (1) make clear that royalty payments are to continue during the dispute; (2) preclude Licensee from recouping royalty payments; and (3) require Licensee to pay reasonable attorney fees if the action is unsuccessful.  Alternatively, a patent license may automatically terminate with such a challenge by Licensee.
The rationale underlying the first two provisions is that the parties entered a contract and those contractual obligations should continue until the contract is terminated.  Additionally, it is presumed that the licensee has performed sufficient diligence to determine if the Licensed Patents are valid prior to entering the agreement and the Licensee has broad rights to terminate the Agreement with notice.  
The final term may be included because the Licensor-Licensee relationship is unique.  The University may deem it appropriate for the Licensee to reimburse University the cost of its attorney fees if Licensee uses the special insight and knowledge from the University to try to unsuccessfully invalidate University’s patents.  Again, the Licensee is free to terminate the agreement under the Termination provisions in lieu of bringing such a challenge.  

	
	8.4  Challenging The Licensed Patents.
(a)  In the event that Licensee or its Sublicensee(s), during the Term of this Agreement, contest the validity or unenforceability of any Licensed Patents or whether there is infringement of the Licensed Patents (collectively, “Patent Challenge”), Licensee agrees, and shall require its Sublicensees to agree, to pay to Licensor all royalties due under the Agreement during the period of the Patent Challenge.  Such amounts shall be paid directly to [University] as specified in Section 4.4 and not into any escrow or other account.

(b)  In the event that a Patent Challenge brought by Licensee is successful, Licensee shall have no right to recoup any royalties paid prior to the conclusion of the Patent Challenge.  The parties agree that a Patent Challenge is concluded when a court of competent jurisdiction enters final judgment or when a national patent office enters a final determination (in the U.S., a determination that is appealable to the Board of Patent Appeals and Interferences).
(c)  In the event of a Patent Challenge brought by Licensee, Licensee will pay the reasonable attorney fees and costs of [University] in such action if the challenged Licensed Patent(s) is/are not found invalid, unenforceable or not infringed by a United States District Court or national patent office including the U.S.P.T.O.


Complying with Federal Laws and Regulations
	9. Government Laws and Regulations
	Patent licenses will include several provisions that address various government regulations that may pertain to the license.  Patent licenses will include a provision on Export Control (9.3 below).

	Governmental Costs Relating to Sale of Licensed Product
	The patent license may include provisions that make clear that Licensee bears the burden of complying with government regulations to sell the Licensed Product in the U.S. or any other country.  Those responsibilities include obtaining the necessary government approvals (e.g., from the FDA) and complying with any registration requirements, especially in a foreign country.

	
	9.1  Government Approvals.  Licensee is responsible, at Licensee’s expense, for obtaining all necessary government approvals for the development, production, distribution, sale and use of any Licensed Product.

	
	9.2  Government Registration.  If this Agreement or any associated transaction is required by the law of any nation to be either approved or registered with any governmental agency, Licensee shall assume all legal obligations to do so at Licensee’s expense.

	Compliance with Export Control Laws
	The U.S. law imposes various restrictions on the exportation of certain technology.  The patent license will require Licensee to comply with all applicable export control laws and regulations.  This is an Essential Term.

	
	9.3  Export Control.  Licensee shall observe all applicable laws governing export of the Licensed Products including, but not limited to, the Export Administration Regulations, the International Traffic in Arms Regulations and the various economic sanctions regulations administered by the U.S. Department of Treasury (collectively, “Export Laws”).  License warrants and covenants that it will not, directly or indirectly, export nor re-export the Licensed Products (including any associated products, items, articles, computer software, media, services, technical data and other information) in violation of applicable U.S laws and regulation, including the Export Laws.  Licensee will include a provision in its agreements with its sublicensees that is substantially similar to this Section 9.3.

	Bayh-Dole
	The patent license may include a term spelling out the potential rights the U.S. Government has under the Bayh-Dole Act (see Essential Terms, No. 5).  Licensee should determine if the technology it is licensing is subject to Bayh-Dole prior to licensing that technology from the University.

	
	9.4  Government Rights.  This Agreement is subject to Title 35 Sections 200-204 of the United States Code.  Among other things, these provisions may provide the United States Government with nonexclusive rights in the Licensed Patents.  Licensee will ensure all obligations of these provisions are met.


Warranties and Disclaimers
	10.  Warranties and Disclaimers
	The patent license will require the University to make certain representations or warranties that serve as the basis for the agreement.  The University will also disclaim certain representations and warranties.  The disclaimer is an Essential Term.  

	Licensor Representations or Warranties
	The University will represent that it is the owner of the IP rights it is licensing and that it has the authority to grant those rights.

	
	10.1   Licensor Representations and Warranties.  Except for the rights, if any, of the Government as set forth in Section 9.4, [University] represents and warrants to Licensee that to the knowledge of [University’s] designated office for technology commercialization: 

(a)  [University] is the owner of the entire right, title and interest in and to the Licensed Patents; 

(b)  [University] has the sole right to file Applications within the definition of Licensed Patents;

(c)  [University] has the right to grant licenses hereunder, and 
(d) [University] has not knowingly granted and will not knowingly grant licenses or other rights to the Licensed Patents that are in conflict with the terms and conditions in the Agreement.

	Licensor Disclaimer of Warranties
	For the reasons outlined in Essential Terms No. 3, University will disclaim all other warranties, in particular (1) that the Licensed Products do not infringe a third party’s patent and (2) any warranty that may give rise to liability for sale of the Licensed Product (merchantability, fitness for a particular use, etc.)  

	
	10.2  Licensor’s DISCLAIMER OF WARRANTIES.  EXCEPT AS SPECIFICALLY SET FORTH IN SECTION 11.1, LICENSEE UNDERSTANDS AND AGREES THAT [UNIVERSITY] MAKES NO REPRESENTATIONS OR WARRANTIES OF ANY KIND, EXPRESS OR IMPLIED, INCLUDING, WITHOUT LIMITATION, AS TO THE LICENSED PRODUCTS OR LICENSED SERVICES, OR AS TO THE OPERABILITY OR FITNESS FOR ANY USE OR PARTICULAR PURPOSE, MERCHANTABILITY, SAFETY, EFFICACY, APPROVABILITY BY REGULATORY AUTHORITIES, TIME AND COST OF DEVELOPMENT, PATENTABILITY, NONINFRINGEMENT, AND/OR BREADTH OF PATENT RIGHTS. [UNIVERSITY] MAKES NO REPRESENTATION AS TO WHETHER ANY CLAIM OR PATENT WITHIN PATENT RIGHTS IS VALID, OR AS TO WHETHER THERE ARE ANY PATENTS NOW HELD, OR WHICH WILL BE HELD, BY OTHERS OR BY [UNIVERSITY] THAT MIGHT BE REQUIRED FOR USE OF PATENT RIGHTS IN FIELD OF USE.  NOTHING IN THE AGREEMENT WILL BE CONSTRUED AS CONFERRING BY IMPLICATION, ESTOPPEL OR OTHERWISE ANY LICENSE OR RIGHTS TO ANY PATENTS OR TECHNOLOGY OF [UNIVERSITY] OTHER THAN THE PATENT RIGHTS, WHETHER SUCH PATENTS ARE DOMINANT OR SUBORDINATE TO THE PATENT RIGHTS, OR THE TECHNOLOGY RIGHTS SPECIFICALLY DESCRIBED HEREIN.

	Licensee’s Representations and Warranties.
	The patent license may require that Licensee make representations and warranties.  These warranties typically focus on Licensee’s power to enter into the license and abide by its terms.

	
	10.3  Licensee’s Representations and Warranties.  Licensee represents and warrants that it has full corporate power and authority to enter into this Agreement, this Agreement constitutes the binding legal obligation of the Licensee, and execution and performance of this Agreement by Licensee will not violate or conflict with any other agreement to which Licensee is a party or by which it is bound or with any law, rule or regulation applicable to Licensee.


Risk Allocation
	11. Risk 
	As it relates to commercialization, the University fundamentally performs research and testing.  The University does not manufacture and sell products.  The University will therefore make sure to allocate to Licensee the risks associated with manufacturing and selling the Licensed Products.  This is typically accomplished through three provisions:  indemnification, insurance and limit of liability.

	Indemnification
	University will require Licensee to indemnify the University for claims arising from the manufacture, sale and use of Licensed Products.  Licensee is the party responsible for manufacturing and selling the Licensed Product in the marketplace and is thus in the best position to control the quality of the product/services.  Rationally, Licensee should bear the risk of those actions.

	
	11.1   Indemnification.  Licensee agrees to indemnify, hold harmless and defend [University, University Hospitals and Clinics, University Research Foundation], and their respective trustees officers, employees, students and agents (“Indemnitees”) against any and all claims, suits, losses, damage, costs, fees and expenses resulting from or arising out of (1) the exercise of any rights granted Licensee under Agreement; (2) the breach of this Agreement by Licensee; (3) the exercise of any rights granted under a sublicense pursuant to the Agreement; or (4) the breach of any sublicense granted pursuant to the Agreement.  This indemnification shall include, without limitation, any product liability claim. 

	Insurance
	The University will also typically require Licensee to maintain a certain level of commercial general liability insurance to cover the risks associated with Licensee’s efforts to bring the Licensed Products to market.  The license may specify an amount of insurance to be maintained or generally require amounts that are “commercially” reasonable.  The term below specifies amounts which may vary depending on the circumstances of the relationship.

	
	11.2  Insurance.  Prior to any Licensed Product being used or sold (including for the purpose of obtaining Regulatory Approval), and prior to any Licensed Service being performed by Licensee, an Affiliate, or by a Sublicensee, Licensee shall, at its sole cost and expense, procure and maintain comprehensive general liability insurance, including product liability insurance, that (a) provides minimum limits of liability of at least $[5,000,000] and (b) includes all Indemnitees as additional insureds.  Upon request by Licensor, Licensee shall provide Licensor with written evidence of such insurance.  Additionally, Licensee shall provide Licensor with written notice of at least sixty (60) days prior to Licensee cancelling, not renewing, or materially changing such insurance.

	Limit of Liability
	The University may also include a provision expressly limiting its liability.

	
	11.3  Limitation of Liability.  IN NO EVENT SHALL [UNIVERSITY], INVENTORS, OFFICERS, EMPLOYEES, STUDENTS, TRUSTEES, AGENTS OR AFFILIATED ENTERPRISES, BE LIABLE FOR ANY INDIRECT, SPECIAL, CONSEQUENTIAL, INCIDENTAL, EXEMPLARY, OR PUNITIVE DAMAGES (INCLUDING, WITHOUT LIMITATION, DAMAGES FOR LOSS OF PROFITS OR REVENUE) ARISING OUT OF OR IN CONNECTION WITH THE AGREEMENT OR ITS SUBJECT MATTER, REGARDLESS OF WHETHER ANY SUCH PARTY KNOWS OR SHOULD KNOW OF THE POSSIBILITY OF SUCH DAMAGES.  


Miscellaneous Provisions
	12. Assignment
	The University entered the agreement with the Licensee based on the Licensee’s circumstances.  The University will not allow the Licensee to effectively “force” the University into a relationship with another entity through an assignment by Licensee to that entity.  Thus, the license agreement typically includes a prohibition against assignment of the Agreement by Licensee without the consent of the Licensor.

	
	12.  Assignment.  This Agreement may not be assigned by Licensee without the prior written consent of Licensor; provided that Licensee may assign this agreement to any purchaser or transferee of all or substantially all of Licensee’s business upon prior written notice to [University].

	13. Use of Name
	The University will likely have a comprehensive trademark policy in place that prohibits unauthorized use of its name, logo and other trademarks. 

	
	13.  Use of Name.  Licensee will not use the name, trademarks or other marks of Licensor without the advance written consent of Licensor.  Licensor may use Licensee’s name and logo for annual reports, brochures, website and internal reports without prior consent.

	14.  Notices
	The license will include a provision identifying where and how the parties are to send communications pursuant to the Agreement.  The Notice provision may simply include an address for each party.  Some Universities may specify that payments be sent to a specific address and/or allow reports to be e-mailed, etc.  

	
	14.  Notice.  All notices under this Agreement are deemed fully given when written, addressed and sent as follows:

(a)  All notices to Licensee are mailed to:

_______

_______

(b)  All general notices to [University] are mailed to:

_______

_______

(c)  All payments are mailed to:

_______

_______

(d)  All reports are e-mailed or mailed to:

_______

_______



	15.  General Provisions
	The license typically concludes with a laundry list of terms such as “binding effect,” “construction of the agreement,” “severability,” “counterparts and signatures,” and others that are standard boilerplate type terms in any license.  The three terms below are unique and/or important specifically to Ohio Universities.   

	Governing Law
	As discussed in Essential Term No. 4, the University will require that Ohio law govern the license.

	
	15.1  Choice of Law.  The Agreement will be construed and enforced in accordance with laws of the State of Ohio, without regard to choice of law and conflicts of law principles.

	Sovereign Immunity and Court of Claims.
	As discussed in Essential Term No. __, the University may include provisions that protect its sovereign immunity rights under the Eleventh Amendment.

	
	15.2  Sovereign Immunity.  Nothing in the Agreement shall be deemed or treated as any waiver of Licensor’s sovereign immunity.

	
	15.3  Court of Claims.  Licensee acknowledges that any claim for breach of the Agreement asserted by Licensee against Licensor shall be brought in the Ohio Court of Claims and this is Licensee’s sole and exclusive process for seeking a remedy for any and all alleged breaches of the Agreement by Licensor.




	Confidentiality
	Patent licenses may include confidentiality provisions.  A confidentiality provision in a patent license should include similar obligations as those in a mutual non-disclosure agreement.  In addition, the confidentiality provision may obligate the parties to keep the terms of the patent license confidential.
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