PATENT LICENSE AGREEMENT BETWEEN

THE DEPARTMENT OF THE AIR FORCE

AND

(LICENSEE NAME) 

EXCLUSIVE LICENSE

PREAMBLE


This Exclusive License Agreement, (hereinafter called “LICENSE”) is made and entered into by and between the United States of America as represented by the Secretary of the Air Force (hereinafter called “LICENSOR”), and (LICENSEE name), a corporation (educational institution or non-profit organization) of _______________, having a place of business ___________________________ (LICENSEE Address) (hereinafter called “LICENSEE”).

WITNESSETH:


Whereas, Title 35 United States Code, Chapter 18, as amended, as implemented by Title 37 Code of Federal Regulations, Part 404.1 et seq and Air Force Instruction 51-303 set forth the terms and conditions under which licenses under federally owned inventions may be granted;


Whereas, the above-cited authorities support the proposition that licensing of Government inventions will best serve the public interest when such inventions are developed to the point of PRACTICAL APPLICATION and made available to the public in the shortest possible time;


Whereas, LICENSEE has supplied LICENSOR with a plan for development and/or marketing of the LICENSED PATENT;


Whereas, LICENSOR has an assignment of title in U.S. Patent No. ---------- entitled --------------, and issued on ----------------, the LICENSED PATENT.


Whereas, LICENSEE intends to fully undertake development and marketing of the LICENSED INVENTION and has expressed its intention to carry out a plan to bring the LICENSED INVENTION to PRACTICAL APPLICATION upon the granting of this LICENSE; 


Whereas, LICENSOR has considered the capabilities of LICENSEE to undertake the development and marketing of the LICENSED INVENTION and has found that the LICENSEE is a responsible party for negotiating this LICENSE on terms and conditions most favorable to the public interest and that to grant this exclusive LICENSE would be in the public interest; and


Whereas, LICENSOR has provided public notice of this LICENSE and an opportunity to file written objections and LICENSOR has determined that --

(A) the interests of the Federal Government and the public will best be served by the proposed license, in view of the  applicant's intentions, plans, and ability to bring the invention to practical application or otherwise promote the invention's utilization by the public; 

(B) the desired practical application has not been achieved, or is not likely expeditiously to be achieved, under any nonexclusive license which has been granted, or which may be granted, on the invention; 

(C) exclusive or partially exclusive licensing is a reasonable and necessary incentive to call forth the investment of risk capital and expenditures to bring the invention to practical application or otherwise promote the invention's utilization by the public; 

(D) the proposed terms and scope of exclusivity are not greater than reasonably necessary to provide the incentive for bringing the invention to practical application or otherwise promote the invention's utilization by the public; 

(E) the grant of this LICENSE will not tend to substantially lessen competition or result in undue concentration in any section of the country in any line of commerce to which the technology pertains, or to create or maintain other situations inconsistent with the antitrust laws; and

(F) LICENSOR has considered giving first preference for this LICENSE to small businesses.


NOW THEREFORE, in accordance with and to the extent provided by the aforementioned authorities and in consideration of the foregoing premises and of the covenants and obligations hereinafter set forth to be well and truly performed, and other good and valuable consideration, the parties hereby agree as follows:

ARTICLE 1 - Definitions


The parties to this LICENSE agree that the following definitions shall apply to the defined words where such words are used in this LICENSE:


1.
The “LICENSED INVENTION” or “LICENSED PATENT” means the invention as described and claimed in the following patent, including continuations, divisions, reeaxminations and reissues thereof, assigned to the LICENSOR:


U.S. Patent No. --------- patented on --------, entitled “-----------------,” Serial No. ------ filed ------- by -----------.


2.
“CALENDAR QUARTERS” are those three month periods commencing on January 1, April 1, July 1 and October 1.

3.
"DEVELOPMENT PLAN" means the plan set out in an application for license submitted to the Department of the Air Force by letter from LICENSEE directed to (Air Force Organization).


4.
“LICENSE YEAR” means a period of twelve (12) months in the Gregorian calendar.  The first LICENSE YEAR commences on the EFFECTIVE DATE of this LICENSE and extends to the start of the next calendar quarter plus the following four full CALENDAR QUARTERS.  The second LICENSE YEAR commences at the expiration of the first LICENSE YEAR and extends for the next succeeding four CALENDAR QUARTERS.  Later license years commence on the anniversary date of the start of the second license year.


5.
“END USER” means any person licensed to use ROYALTY BEARING PRODUCT(S) OR PROCESS(ES) for his or her personal use, or any ENTITY licensed to use ROYALTY BEARING PRODUCT(S) OR PROCESS(ES) in the regular conduct of its own business and not for licensing to other ENTITIES or individuals.


6.
The “EFFECTIVE DATE” of this LICENSE shall be the date this LICENSE was last signed.


7.
“ENTITY” means a corporation, an association, a joint venture, a partnership, a trust, a business, an individual, a government or political subdivision thereof, including an agency, or any other organization which can exercise independent legal standing.


8.
“ROYALTY BEARING PRODUCT OR PROCESS” means a product, apparatus, method, or service of which the production, manufacture, sale, lease, use, or practice would infringe one or more valid LICENSED PATENT claims or which incorporates or makes use of the LICENSED PATENT.  Where such a product, apparatus, method or service forms an integral part or component of a larger product, package of products, method or service, such larger product, package of products, method, or service shall be considered a ROYALTY BEARING PRODUCT OR PROCESS for purposes of this LICENSE. 


9.
“GROSS SALES PRICE” means the invoice price or lease income of the ROYALTY BEARING PRODUCT OR PROCESS sold or leased by LICENSEE to an arms length buyer (or if not sold to an arms length buyer, the invoice price of a like quality and quantity of product) or means the total amount of consideration received by LICENSEE for otherwise disposing of a ROYALTY BEARING PRODUCT OR PROCESS, except under a SUBLICENSE.  This includes packaging and shipping costs paid by the purchaser.  Sales tax, excise tax, use tax or similar taxes are subtracted from the GROSS SALES PRICE before determining royalty.


Where the ROYALTY BEARING PRODUCT OR PROCESS is not sold or leased separately, but is sold or leased in combination with or as part of other products or services, the GROSS SALES PRICE shall be calculated for the purpose of computing royalties due by applying to the GROSS SALES PRICE of each of the combined or composite products or services, a fractional multiplier having as its denominator the total manufacturing or service cost of the combined or composite products or services (determined in accordance with LICENSEE’s customary accounting procedures), and as its numerator the manufacturing or service cost of the included ROYALTY BEARING PRODUCT OR PROCESS (similarly determined).


10.
"LICENSED TERRITORY" means the United States of America, its territories and possessions, the Commonwealth of Puerto Rico, and the District of Columbia.


11.
"PRACTICE THE LICENSED INVENTION" means to make, have made, use, lease, sell, or otherwise dispose of a ROYALTY BEARING PRODUCT OR PROCESS by or for the account of the LICENSEE or SUBLICENSEE.


12.
"PRACTICAL APPLICATION" means to manufacture in the case of a composition or product, to practice in the case of a process, to practice in the case of a process or method, or to operate in the case of a machine or system; and, in each case, under such conditions as to establish that the invention is being utilized and that its benefits are to the extent permitted by law or Government regulations available to the public on reasonable terms.


13.
A "SUBSIDIARY" is a legal entity that is at least 50% owned, or otherwise controlled by LICENSEE.  The term "LICENSEE" includes a "SUBSIDIARY" of LICENSEE under this LICENSE.  Thus a SUBSIDIARY is not an arms length buyer of Section 6 of this Article.


14.
“SUBLICENSEE” means any ENTITY, not a SUBSIDIARY of LICENSEE, which is licensed by LICENSEE, with rights to the LICENSED PATENT beyond those rights commonly granted an END USER.


15.
"SUBLICENSES" are licenses granted by the LICENSEE to a third party other than a SUBSIDIARY, to enable such third party to exploit the LICENSED INVENTION for its own account.

ARTICLE 2 - License Grant


1.
LICENSOR grants to LICENSEE an exclusive, royalty bearing license to PRACTICE THE LICENSED INVENTION in the LICENSED TERRITORY.


2.
This LICENSE shall be nonassignable by LICENSEE without prior written approval of LICENSOR, except to the successor of that part of the LICENSEE's business to which the LICENSED INVENTION pertains.

ARTICLE 3 - Royalties, Royalty Report and Payment


1.
Upon execution of this LICENSE by LICENSEE, LICENSEE shall pay LICENSOR, a sum in the amount of  --------- Dollars ($----------) for initial exclusive use of the LICENSED PATENT.


2.
LICENSEE shall pay LICENSOR a running royalty of ---% of the GROSS SALES PRICE of each ROYALTY BEARING PRODUCT OR PROCESS sold or otherwise disposed of by LICENSEE in accordance with this LICENSE until the expiration date of the LICENSED PATENT.  Payment of the running royalty shall be made at the end of each LICENSE YEAR in the manner set forth in the following section.


Should LICENSEE otherwise use the LICENSED INVENTION to earn revenue, running royalties payable to LICENSOR shall be ---% of such revenues received from third parties, other than SUBLICENSEES, attributed to such use.


3. 
LICENSEE shall furnish LICENSOR with a statement, within two months following the end of each LICENSE YEAR, setting forth the quantity and GROSS SALES PRICE of ROYALTY BEARING PRODUCTS OR PROCESSES sold or otherwise disposed of by LICENSEE under this LICENSE during the LICENSE YEAR, and the royalty payment due.  Payment shall accompany the statement.  If no royalty is owed, the statement shall so indicate.  A product shall be considered sold when billed-out, or shipped, or paid for, whichever occurs first.


4.
Should LICENSEE fail to make timely payments in accordance with this LICENSE, LICENSOR may put LICENSEE on written notice of such default, and LICENSEE may remedy the default by payment of all monies due LICENSOR within one (1) month of the date of transmission of the written notice, to maintain the LICENSE in effect.  Should the default not be cured by the end of said month, LICENSOR has the right to terminate this LICENSE by giving written notice of termination to LICENSEE, whereupon this LICENSE becomes terminated.  However, termination for any reason does not relieve LICENSEE of the obligation to pay past running royalties accrued prior to the EFFECTIVE DATE of termination.


5.
Sales to or for the Government are not subject to the earned running royalties set forth hereinabove, provided that LICENSEE identifies such sales by Government contract number or other suitable evidence, submitted with the aforesaid royalty reports.


6.
Should LICENSEE receive sublicensing royalty payments from SUBLICENSEES in accordance with this LICENSE, LICENSEE shall pay LICENSOR -------  percent (--%) of such sublicensing royalty payments along with the written royalty statement, indicating the amounts of royalties paid LICENSEE by its SUBLICENSEE during the LICENSE YEAR.


7.
All payments due LICENSOR under this LICENSE shall be made by check, payable to the Treasurer of the United States and sent to LICENSOR at the address set out in Article 17.

ARTICLE 4 - Records, Books and Examination


1.
LICENSEE agrees to keep, for at least the six most current LICENSE YEARS, accurate books and records of the number and type of all ROYALTY BEARING PRODUCTS OR PROCESSES sold or disposed of and all net income received under this LICENSE, the amount of sales thereof, the royalties owed LICENSOR, and all income received from any SUBLICENSEES which may be licensed hereunder.


2.
LICENSOR may, on reasonable notice and not more than once a year, have its duly authorized agent or representative, inspect, check, and verify all such books and records either at LICENSEE's business premises or at a place mutually agreed upon.  The agent's reports and the aforesaid royalty statements, and the information contained therein shall be maintained in confidence by LICENSOR on a reasonable efforts basis, if labeled PROPRIETARY, for a period of three years from the date of receipt thereof and will not be subject to disclosure under the Freedom of Information Act.

ARTICLE 5 - License Period


This LICENSE shall commence on its EFFECTIVE DATE and shall extend to the expiration date of U.S. Patent No. --------, the LICENSED PATENT.  A LICENSED PATENT shall no longer be a LICENSED PATENT should all of the claims of any LICENSED PATENT be held invalid or the LICENSED PATENT has expired.

ARTICLE 6 - Licensee's Performance


In furtherance of this LICENSE, LICENSEE agrees to perform the following:



(a)
Subject to LICENSEE'S right to terminate this LICENSE in accordance with the provisions of Article 12.6, LICENSEE shall, on a reasonable efforts basis, bring the LICENSED INVENTION to the point of PRACTICAL APPLICATION including compliance with any applicable laws and all necessary approvals from Government agencies pursuant to its DEVELOPMENT PLAN.



(b)
Subject to LICENSEE'S right to terminate this LICENSE in accordance with the provisions of Article 12.6, LICENSEE shall, on a reasonable efforts basis, proceed with manufacturing and will thereafter continue to make the benefits of the LICENSED INVENTION readily accessible to the public for the remaining period of this LICENSE.



(c)
LICENSEE agrees to report promptly to LICENSOR any change in its mailing address, name or company affiliation during the term of this LICENSE and to report promptly of its decision to discontinue making the benefits of the LICENSED INVENTION reasonably accessible to the public.



(d)
LICENSEE agrees that any ROYALTY BEARING PRODUCT OR PROCESS which is used or sold in the United States and which embodies the LICENSED INVENTION or is produced through the use of the LICENSED INVENTION will be manufactured substantially in the United States of America.

ARTICLE 7 - Sublicensing and Royalty Sharing


1. LICENSEE may grant SUBLICENSES under this LICENSE upon terms and conditions that LICENSEE may arrange provided that:



(a)
Each SUBLICENSE shall be in writing and make reference to this LICENSE and be subject to the terms and conditions thereof including the rights retained by LICENSOR under Article 9 of this LICENSE;



(b)
Each SUBLICENSE shall include the condition that the SUBLICENSE shall be automatically modified or terminated or expire upon the modification, termination, or expiration of this LICENSE;



(c)
Before any SUBLICENSE is issued by LICENSEE hereunder, the written approval of LICENSOR shall first be obtained for each SUBLICENSE, such written approval shall not be unreasonably withheld;



(d)
Within one month after the issuance or modification of any SUBLICENSE hereunder, LICENSEE shall furnish LICENSOR with a true and complete copy of the SUBLICENSE or modification thereof;



(e)
The granting of any SUBLICENSE by LICENSEE shall in no way relieve LICENSEE from any of the requirements of this LICENSE; and



(f)
LICENSOR's share of all royalties received by LICENSEE from its sublicensees under this LICENSE shall be ----- percent (--%), paid in accordance with Article 3.7

ARTICLE 8 - Patent Marking and Non-Endorsement


1. 
LICENSEE hereby agrees to mark each ROYALTY BEARING PRODUCT OR PROCESS with the notation "Licensed from the United States of America under U.S. Patent No ------------.


2.
LICENSEE agrees not to create the appearance that LICENSOR endorses LICENSEE's business or endorses or warrants its products.  LICENSOR is not to be connected directly or impliedly with any advertising or promotional program of LICENSEE, except that LICENSEE may state that it is licensed under this LICENSE.

ARTICLE 9 - Reservation of Rights


1.
This LICENSE is expressly made subject to the irrevocable, royalty-free right of the Government of the United States to practice for governmental purposes and have practiced the LICENSED INVENTION on behalf of the Government of the United States for governmental purposes and on behalf of any foreign government or international organization pursuant to any existing or future treaty or agreement with the United States.


2.
After the fifth license year, LICENSOR may restrict this LICENSE to the fields of use or geographic areas, or both, in which the LICENSEE has brought the LICENSED INVENTION to PRACTICAL APPLICATION and continues to make the benefits of the LICENSED INVENTION reasonably accessible to the public.


ARTICLE 10 - Representations and Warranties


1.
LICENSOR MAKES NO REPRESENTATION OR WARRANTY AS TO THE VALIDITY OF ANY PATENT THAT HAS OR SHALL ISSUE UNDER THE LICENSED INVENTION OR OF THE SCOPE OF ANY OF THE CLAIMS THEREOF, OR THAT THE EXERCISE OF THIS LICENSE WILL NOT RESULT IN THE INFRINGEMENT OF ANY OTHER UNITED STATES OR FOREIGN PATENT OR OTHER INTELLECTUAL PROPERTY RIGHT.


2.
Nothing relating to the grant of this LICENSE, nor the grant itself, shall be construed to confer upon LICENSEE or any sublicensees hereunder, any immunity from or defense under the antitrust laws or from any charge of patent misuse, and the acquisition and use of rights pursuant to this LICENSE, shall not be immunized from the operation of State or Federal law by reason of the source of the grant.


3.
Nothing contained in this LICENSE shall be interpreted to grant to LICENSEE any rights with respect to any LICENSED INVENTION or patent other than the LICENSED INVENTION or LICENSED PATENT.


4.
LICENSOR assumes no obligation to bring or prosecute actions or suits against third parties for infringement.


5.
LICENSOR assumes no obligation to furnish any know-how.


6.
NEITHER LICENSOR NOR ITS EMPLOYEES ASSUMES ANY LIABILITY WHATSOEVER FROM THE EXERCISE OF THIS LICENSE OTHER THAN AS MAY BE EXPRESSLY STATED ELSEWHERE IN THIS LICENSE.  LICENSOR MAKES NO EXPRESS OR IMPLIED WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE.


7.
LICENSEE shall defend, indemnify and hold LICENSOR harmless from and against all liability, demands, damages, expenses and losses for death, personal injury, illness or property damage arising out of the use by LICENSEE or its customers and other transferees of any licensed process, or out of any use, sale or other disposition of ROYALTY BEARING PRODUCTS OR PROCESSES by LICENSEE.

ARTICLE 11 - Progress Reports


1.
LICENSEE agrees to submit to LICENSOR annual written reports on its efforts to achieve PRACTICAL APPLICATION of the LICENSED INVENTION and on its efforts to continue to make the benefits of the LICENSED INVENTION reasonably accessible to the public.  These reports shall contain information within the knowledge of the LICENSEE, or which it may acquire under normal business practice, pertaining to efforts expended, including expenditures to date, and other information which LICENSOR may determine is pertinent to Government licensing activities.  LICENSEE agrees to submit the first such report to LICENSOR in writing within two (2) months after the expiration of the first LICENSE YEAR and subsequent reports annually thereafter.


2.
Data within these progress reports, if labeled "PROPRIETARY" on each page thereof, shall be treated as privileged, confidential information, not subject to disclosure under the Freedom of Information Act.

ARTICLE 12 - Modification and Termination


1. 
LICENSOR may modify or terminate this LICENSE in whole or in part if:



(a)
LICENSOR determines that LICENSEE is not executing its DEVELOPMENT PLAN and the LICENSEE cannot otherwise demonstrate to the satisfaction of LICENSOR that it has taken or can be expected to take within a reasonable time, effective steps to achieve PRACTICAL APPLICATION of the LICENSED INVENTION or to make the LICENSED INVENTION reasonably accessible to the public; or



(b) 
LICENSEE is in breach of its agreement set forth in 



(b)
LICENSOR determines that such action is necessary to meet requirements for public use specified by Federal regulations and such requirements are not reasonably satisfied by LICENSEE, its subsidiaries and/or sublicensees; or



(c) 
LICENSEE commits a substantial breach of any covenant contained in this LICENSE agreement; or



(d)
LICENSEE has willfully made a false statement or willfully omitted a material fact in the aforesaid license application or in any written report required by this LICENSE; or



(e)
LICENSEE intends to file a voluntary petition in bankruptcy or if a third party intends to file an involuntary petition forcing said LICENSEE into bankruptcy.  LICENSEE must provide notice to LICENSOR of such intention at least thirty (30) days prior to filing such petition.  Failure to provide such notice shall be deemed a material, pre-petition incurable breach of this LICENSE.


2. 
This LICENSE may be modified or terminated upon mutual consent of both parties as evidenced in writing and signed by both parties.


3. 
LICENSEE may request modification of this LICENSE in writing sent to LICENSOR and stating the reasons therefor.


4.
Before modifying or terminating this LICENSE for any cause, LICENSOR shall furnish LICENSEE and each sublicensee of record, a written notice of its intention to modify or terminate this LICENSE, and LICENSEE and any sublicensee shall be allowed one (1) month after receipt of the notice to remedy any breach of any covenant set forth herein or to show cause why this LICENSE shall not be modified or terminated.


5.
LICENSEE has a right to appeal, in accordance with the procedures prescribed by General Counsel of the Air Force, any decision concerning the interpretation, modification or termination of this LICENSE.


6.
LICENSEE may terminate this LICENSE at any time, for whatever reason, upon written notice sent to LICENSOR at least one month prior to the EFFECTIVE DATE of termination, stating LICENSEE'S intention to terminate and signed by LICENSEE or its lawful agent.  All rights and licenses granted herein shall cease immediately upon the EFFECTIVE DATE of such termination; and all past royalties and payments accrued up to the date of termination shall be paid to LICENSOR within two (2) months from the EFFECTIVE DATE of termination.

ARTICLE 13 - Patent Maintenance Fees


All patent maintenance fees shall be paid to the United States Patent and Trademark Office by LICENSOR at its sole option and discretion.

ARTICLE 14 - Governing Law


The construction, validity, performance and effect of this LICENSE for all purposes shall be governed by the laws applicable to the Government of the United States.

ARTICLE 15 - Export Controls


The LICENSED INVENTION may be subject to the Arms Control Act (22 U.S.C. 2751 et seq.) or the Export Administration Act (50 U.S.C. 2401 et seq.).  Nothing in this LICENSE shall be construed to modify or rescind LICENSEE's obligations under these laws.

ARTICLE 16 - Infringement Actions


1. Should either LICENSOR or LICENSEE become aware of any infringement or potential infringement of the LICENSED PATENT, they agree to give the other party written notice within 30 days providing sufficient information concerning the  infringement or potential infringement.


2. LICENSEE shall have the right of enforcement of the LICENSED PATENT(S) under chapter 29 of title 35, United States Code.


3.  At the expense of the requesting party, LICENSEE and LICENSOR agree to furnish data, records, evidence, testimony, technical assistance, and cooperation as reasonably necessary to facilitate any actions, including reexamination or reissue proceedings, brought by LICENSEE or LICENSOR to defend or enforce the LICENSED PATENT(S). 

ARTICLE 17 - Notice


All communications and notices required under this LICENSE shall be duly given if timely mailed by the U.S. Postal Service, first class mail, postage prepaid and addressed as follows:



a.
If to LICENSOR:




SAF/GCQ




1500 Wilson Blvd., Suite 304




Arlington, VA 22209-2403



with a copy of such correspondence to:




(Servicing Legal Office Patent Counsel)



b. If to LICENSEE:




(LICENSEE name and address)

In Witness Thereof, the parties hereto have caused this instrument to be executed by their duly authorized representatives.








UNITED STATES OF AMERICA

__________________


DATE




BY________________________________







TITLE_____________________________







(LICENSEE Name).

__________________


DATE




BY________________________________







TITLE_____________________________

