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SUGGESTED AMENDMENTS AND MODIFICATIONS o
“TO PROPOSED INSTITUTIONAL PATENT AGREEMENT
- SUBMITTED BY THE UNIVERSITY OF WISCONSIN -
] 'AND WISCONSIN ALUMNI RESEARCI—I FOUNDATION

. The followmg am endments and mod1f1cat1ons of the proposed
"1nst1tut1onal patent agreement reﬂect our past experlence 1n seekmg

determmatlons on a case-by case basis and the att1tudes of 1ndustry

R toward some of the restrlctlve prov151ons in those determlnattons W_e_ o

fully believe thet adoptl.o_n of these changes will make th_e p_roposed
institut-ional-patent.agreement_not only more _acceptable to Grente_es , but.
' 'rnore ::workable as a precti_eal matter. - The sect_ions of the propoeed
_‘ institutionei-'agreetnent in which changee are suggested wﬂl be reproduced:
below, ‘with'- anjr added'm'ateriaI' being Indicated_ by underlining and any -
- deleted material by bracketlng | |

1. VL Admlntstratlon of Inventions on Which the Grantee
' Elects to File Patent Applications

(c) The Grantee shall administer those subject inven-
' tions-to which it elects to retain title in the public interest and
shall, except as provided in paragraph (d) below, make them
~ available through licensing on a nonexclusive, irrevocable,
royalty -fxee, or reasonable and uniform royalty basis to compe-
tent and properly quahfted applicants. :

In our judgrnent, ‘the addition indicated strengthens ttxe ability of
:the Grantee or its designee to select lieensees rwho will most quickly bring
tIle subject inventions into early and general use in the public interest. The
- addition further 'serve's to bring the language of the institutional. a‘greem_ent
into conformity W]:.th the language used 'in an earlier de‘termination
(Case No. N-G21-65).

LY

2. VL (d) The Grantee may license a subject invention on an

' exclusive basis if it determines that nonexclusive licensing will .
not be effective in bringing such inventions to the commercial
market in a satisfactory manner. = Exclusive licenses should be
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issued-only after reasonable efforts have been made to license on
a nonexclusive basis, or where the Grantee has determined that
~an exclusive license is necessary as an incentive for development
of the invention or where market conditions are such as to require:
" licensing on an exclusive basis. ‘Any exclusive license issued by
Grantee under a U. S. patent or patent application shall be for a
~limited period of time and such period shall not exceed five {three]
years from the date of the first commercial sale in the United
States of America of a product or process embodying the invention,
- or ten [eight] years from the date of the exclusive license, which- -

ever comes first, provided that the licensee shall use all reasonable =

“effort to effect introduction into the commercial market as soon as

Ppracticable, consistent with sound and reasonable business practices

and judgment. Any extension of the maximum period of exclusiv-

ity shall be subject to approval of the Grantor and shall be considered .

on its merits upon written request and justification. Upon expira-
- tion of the period of exclusivity or any extension thereof, licenses-
- shall be granted to all competent and properly qualified applicants
- - at a uniform royalty rate not in excess of the excluswe license =~
royalty rate. :

Holdi_ng the period of exclusivity to a maximum of 3 years from the
date of the first commercial sale in the United States of a 'prodUCt or

process embodying the invention, or 8 years from the date of the exclus -

~ive license, whichever comes first, would in our experience seriously

decrease the possibilities of licensing. In patent licensing exclusivity.

is granted as an incentive for the licensee to invest his own money and

effort in technically developing an invention or discovery to the practical

commercial stage and often in also dev_elopihg a market for the invention.
Accordingly, an UHreaiistic limitation on the period of eﬁ{clusivity which
can be offered can be critical to a potential ‘lic:ensee's decision to proceed
with e development effort. . Such potential 1iceneee must have some
assurance that he will ha\}e‘ a sufficient time dﬁring which he is substan-
tially free from .eOmpeti-tion to receup his investment or he cannot be

persuaded to make such investment. As a result of extensive and varied




R experience in the licensmg of 1nvent10ns we find that an excluswe period
of 5 years from the date of first commerc:1al sale, or 10 years from the

date of the flrst exclusive license, tend to be the lower limits 'of 1nte_rest o

.. toa potential licensee where it appears that he _mu_st make a substantial

COntribufion to the further development of the invention. C_ons-eque__ntiy,'".we e |

. ‘feel that the 5 and 10 year limitation may be _"vitai to a viable and practical = .
- agreement. This does not_ mean that any and all exclusive licenses which "
" may be granted under the terms of the institutional agreement would auto-

:.r'iiaticaliy have the 5 and 10 year limitations in them. As has been customary -

‘with the Wisconsin Alumni Research Foundation, each licensing situ_ation'

would be considered on its merits and the period of exclusivity would be

established on the basis of the expen&iitu're or potential expenditure which

‘use. In some situations , wWhere the 5 and 10 year limitations appear to
' - afford more than the neceesary i-ncezitive,_' lesser alternative periods of |
S . . exclusivity would be given. In other eituations, howe{ref, an extension of
the exclusive period may be neces sary becauge of heavy and unexpected
investments ‘which must be made by the licensee during development of -
the invention. -
It is believed that the addiuonai am endments mdicated are-in the
. public interest and that in any deelsion deahng with the extension of the
' ~ period of exclusivity, such amendment would serlve to create a basis for
‘indicating that due regard had been given to the considerations affecting all
of the parties in intereet. Moreover',. these amendments serve to 'bring |
| this Section into conformity with language from the previous determination

referred to above and with the amendment to Section VI. (c) above.
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8. VL. - (f) - 1f permitted by its patent policies and thée terms of
BT the grant or award under which an invention is made, the Grantee
may share royalties received with the inventor(s), provided that
‘the Grantee shall not pay the inventor(s) more than (1) fifry percent -
. (50%) of the first $3,000 gross royalty paid under the patent,
(2) twenty -five percent (25%) of the gross royalty income between
- $3,000 and $13,000, and (3) fifteen percent (15%) of the gross
royalty in excess of $13,000. [The balance of the royalty income
" after payment of expenses incident to the administration of the -
-. invention shall be utilized for the support of educatlonal and -
__research pursuits. ] : : :

-

o _'I‘he above deletlon 1s based upon the expectatlon that under the o
' '.in:stit.utlonal agreementr,' many _1nvent1ons will have to_ l?e _e-valqated and ;
| adm’in‘iste'_red.. - Accordingly ,_"' the restrié}:ion in this clause toa single:
_inveni:_ion in terms of expenses involved does not anticipate exp'e.nditufe"s
for noriproductive invenﬁons. It is believed that new Sectiori VL (h) set
i .7 K _ foxth below-will be much more eqditable to the Grantee or its désigﬁee.‘ '

4. VI. (h) It is well recognized that all inventions and
discoveries which may be assigned to Granteées under the terms
. -and provisions of this agreement will not generate a net income

- through licensing or otherwise. Accordingly, expenses incurred
by the Grantee incident to the administration of all inventions
assigned to it under this agreement may be deducted on a cumula -
tive basis from any royalty or other income generated by all such
inventions. The payments of the royalty income after deduction
of such cumulative expenges shall be utilized for the support of

_ educat1onal and research pursuits.

i B, o X. Dlsclosure and Pubhcatlon

_ - The Grantee shall exert its best effort to publish dlSClOSUIeS
of mventlons on which patent apphcatwns have been filed.

The Grantor shall have the rlght 1o pubhsh and make dis -
closure of any information relating a subject invention, whenever
~deemed to be in the public interest provided reasonable opportunity
‘is afforded to the Grantee to file a [United States] patent application -
if the Grantee determines to seek patent protection of the invention.

Deletion of the words "United States™ is intended to take into account

the one year grace period which exists in the United States before the publi -
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._ eatiOh becomes-: a 'statut'ety ba.rl :tothe.fili'n.g. of av p_atent appi'icatioa.'.' Slich
. grace perlod does not exist in most fore1gn countnes.r Thus, one may
: __'have an ample opportumty Wlthln a year after a pllbllC&thl’l to flle a
Umted States patent apphcatmn but may have been barred from any ..
: .forelgn fﬂmg because of that publlcatlon. : With the cutfent trend- toward' ‘
- -_‘_mternauoaal cooperat1on and Wlth the ava11ab111ty of forelgn markets y |
‘ every reaaon_able_ opportunity should_be given to the.‘ Grantee to o.btam _
'_'patent c:overage -_Oﬂ a ‘br_oad basis. o | - o

: 6 XIV. Termlnatlon

: ThlS agreement may be termmated by either party for con-
venience upon [thirty (30)] ninety (90) days written notice,
- Disposition of rights in, and administration of inventions made
~under grants or awards entered into during and subject to this
‘dgreement will not be affected by a termination.
The above change is suggested because of the real possibility that
mnegotiation of a license under a particular invention may be in progress when ]
| the right to terminate is exercised and, as a consequence, a 30 day term -
ination perlod may also serve to terminate the poss1b111ty of completing
a bonafide negotiation and attendant agreement. A 90 day termination
notice would be much m'ore realistic in such gituations and would enable
‘the Grantee institution, or its designee, to complete a negotiation and

agreement which may be in progress at the time notice of termination is

given and before the termination becomes effective.

7 M'arch 22, 1968




