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Karen Hersey, J.D.

Karen Hersey has recently retired as senior counsel for intellectual property at the Massachusetts Institute
of Technology in Cambridge, Massachusetts. While senior connsel at M.LT., she directed an office of
three intellectual property attorneys advising M.IT. faculty, research scientists and students on matters
relating to patents, copyrights, computer software and technology transfer. Ms. Hersey represented M.ILT.'s
interests on inteHectual property matters with U.S. government agencies, advised the Institute on
appropriate positions for non-profit organizations with respect to various tax-related and regulatory matters.
She actively contributed to developing university response strategy on intellectual property-related federal
legislation and regulations. Ms. Hersey's office provided all computer software license legal review,
negotiation and approval for in-coming software purchases as well as providing counsel on the legal issues

-arising as a result of M.LT. maintaining a complex web of world-wide computer networks. The office

actively supported M.L.T. departments and faculty developing educational materials for electronic
distribution, including distance education, through the negotiation of licensing agreements with educational
materials distributors. The office also conducted in-house seminars on the application of copyright law to
the activities of the academic community.

" Ms. Hersey joined MLLT. as a technology licensing attorney in 1980, just as technology transfer was

becoming an important activity for American reséarch universities. In addition to licensing M.LT."s
patented technology to both U.S. and foreign companies, she had primary responsibility for M.LT.'s early
efforts to commercially license its computer-related technologies. In 1987, Ms. Hersey left M.LT. to take
up the directorship of technology licensing at North Carolina State University in Raleigh. While with
North Carolina State, Ms. Hersey expanded the licensing activity of the University, developed educational
materials for faculty on patenting and licensing and took a leading role in starting a high-tech small
business incubator for the Research Triangle Area, including serving on its Board of Trustees.

In 1990, Ms. Hersey returned to M.LT. as principal legal advisor on inteflectual property matters and policy
for MLLT. and Lincoln Laboratory (M.LT.'s government-owned, contractor-operated federal laboratory). |

- In 1992, Ms. Hersey was named as the academic community's representative to a Congressionally-

mandated Department of Defense Government-Industry Advisory Committee to study and recommend
changes in the Department of Defense Procurement Regulations in the areas of technical data and computer
software. The recommendations of that Committee to place more control of proprietary data and computer
software in the hands of the contractor-developers became final regulations in June, 19935.

Ms. Hersey holds a bachelor's degree from Goucher College in Towson, Maryland and a law degree from
Boston University. While at Boston University, she was a member of the Boston University Law Review.
She is a member of the Massachusetts and North Carolina Bars.

An active member of the university technology transfer community, she has chaired and patticipated in
numerous workshops and seminars on technology transfer practice and copyright in association with many

" national and international organizations, She has served as President of the Association of University

Technology Managers and on the Board of Directors and as Chair of the Technology Transfer and
Research Ethics Committee of the Council on Governmental Relations.

In addition to extensive lecturing on issues related to the commercialization of university technology, Ms.
Hersey will be working on selected projects with universities and privaie sector companies through her
newly-formed company, Partneringworks, Inc. She will also be teaching courses in nonprofit technology
transfer, information asset management in the university and copynght at Franklin P1erce Law Center
where she is a Visiting Professor of Law.
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Commermallzmg Umversﬁy Assets
Through Llcensmg

. Umversnty Assets A Rewew of the

Candldates

— Knowledge . e

— Teachlng/currlculum/course content/methodology
— Innovation in research/discoveries

— More recently New systems of knowledge dehvery o

. Commermahzmg UnlverSIty Assets All about
flndlng value -




Finding Value in University Assets

. While there is Value in the ' ‘commons’

- Pushlng new knowledge and dlscovery along _\ '
the freely accessible contlnuum has |

mdusputable value but .

K Incentive to productlze reqmres finding
commercial value to recoup mvestment

- and make a proflt

. Turnlng research into products not the
university's role o




Establlshlng Commerc:al Value for
Unlversrcy Assets

 An asset flnds commercnal value in what it is
worth, i.e. what will someone pay for it

| because there is |ncent|ve to productlze .e.
- make a profit o

— If everyone can use |t money value 0
— If some can use it, money value =
— If only one/few can use it, money value +

~« Value + user/consumer demand = a
candidate for commercialization
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Establishing Commercial Value for
UnivefsityAssetS

Two ways to create or “force value
_—f lert number of people Who know it

e Probably not reasonable |n an educatronal
| enwronment | | o | -

— L|m|t number of peOpIe who can use it

By asserting legally enforceable ownership
~rights to rt and demdmg whocanuseit




Establishing Commercial Value for
‘ University Assets

. Asserting rlghts of Iegal ownershlp —
the choicess

~ As tanglblele personal property
limited methods of commercial explortatlon
'_avallable ballment Iease sale

— As intellectual property Where -

- associated lawfully applred lntanglble o
‘rights” provide greater promise for the
commerCIaI marketplace sale Ilcense




Establishing Licensable Intellectual
Property R/ghts in UnlverS|ty Assets

K lntellectual property Iaw prowdes the

launching pad

— Monopolistic period of protection afforded under
the law permits the owner to maximize value by

 determining who uses and how
 For patents — 20 yrs of protection from filing apphcatlon |
- For copyrights — life of author + 70 or 95/1 20 if W/F/H

« Using the IP of others without permission = infringement &
unauthorized user can be lawfully stopped without resorting to “out-
competing” on the product




* Establishing Licensable Intellectual
_ Property Rights in University Assets

| Matchlng unlverS|ty assets W|th IP rlghts

General Ideas/knowledge = trade secrets

--”Dlscoverles in research patents/trp
- Computer software patents/copyrlghts
‘Teaching/curriculum/course

- content/methodology = copyrights

New systems of khoWIedge delivery =

- copyrights for software; patents for other




~ Licensing-out University Assets:
- Acdifferent kettle of fish”

. Umversnty assets come W|th ‘wrinkles”
—The Ownershlp Issues o o
— Requnrements Imposed by funding sponsors
— Non- proflt Tax ConS|derat|ons
— UnlverSIty mlssmn (po||0|es)
-_-—The_ University enwronment —'open campus




Pre Llcensmg ChaIIenge I
Sortlng Out Who Owns !

. Potentral .wners to conS|der

— | nventors/authors

. Unrversrty faculty, students employed staff
 « Visitors | |

— University by policy, agreement ‘work for hire
__3rd Party L
« As provrder of fundlng for research

~« As owner of underlying IP such as software, materials used
by university and its personnel under agreement

- — Joint owners - co- mventorshlp/authorshlp, agreement
— Publlc domaln —nooneowns |

10




Pre chensrng Challenge l:
Sortlng Out Who Owns It!

Ownershlp depends upon a number of factors:

> Unrversrty polrmes on ownership

lnventors/authors own and assrgnment to unlverSIty is
voluntary

* University owns as employer O assrgnment .
* University owns in conS|derat|on of use of funds/facrlltres F“1:>
| aSS|gnment -
> Who are the mventors/authors‘? Are they subject to
Unlversrty pollcy’? |
e+ Faculty . .
- Students
- Stff
. Visitors

11




Pre-Licensing Challenge I:
Sortlng Out Who Owns ]

Ownershlp depends upon a humber of factors

> Whether there is an appllcable Iaw or regulatlon that
 pre-empts policies

« Patent, copyright or other applicable law placmg original
: ownershlp with inventors/authors % will need agreement to
- assign to unlverSIty for commercialization |

» Whether there is an appllcable external agreement,
‘that dictates where ownership ultimately resides ¢
- no commercialization by university
-« Government as source of funds
| Industry research sponsor o
. 3rd partles

12




- Pre- chensmg Challenge II
Seelng the “Elephants |n the Corner

e Revrewrng potentlal elephants

— Limitations imposed by external fundlng agreements
« Federally funded (Bayh-Dole requnrements) o
* Industrially funded (terms of agreement)
-+ Foundation/state funded (terms of agreement)

Imposed by other pre-existing factors/agreement
. Ex1st|ng licenses granting rights to improvements
Applrcable material transfer agreements
Licenses for electronic products/software
Joint development agreements w/unlversrtres
Visiting scientist agreements -
Background rights agreements |

13




' Commercialization Time Out
Licensing vs. Assignment
(UnlverSIty Preference for Llcensmg)

 Two overndlng Legal Reasons for
UnlverS|ty Preference for Llcensmg

1. Bavh Iole (35 USC 200 et seq.)

“« Prohibits aSSIQnment of federally- funded
inventions except in limited CIrcumstances .
- —Can assign to patent management firm
-~ —Can assign to the federal government

- ASS|gnment to inventors - if title waived by unlverS|ty &
federal agency e e e |

14




Commercialization Time Out;
Licensing vs. Assignment _
(University Preference for Li:cen_sing) _

. Two overrldmg Legal Reasons for Unrversrty
Preference for Llcensmg

2 IRS Requlatlons o

. Assrgnment generally consrdered a “sale” by the IRS -likely

to result in taxable transaction. §512(b)(2) 1986 IRC protects
- royalties from belng taxable as “unrelated business income”
« Selling of “services” not generally protected from UBIT

. Sponsored research resultrng in assignment of inventions
- cannot be conducted in bidgs built with tax exempt bonds

15




The Unlver5|ty S Ultlmate
CommerC|aI|zat|on Asset: The Llcense

. Licensing is the preferential transactional
mechanism used by unrversrtles to transfer |
(oommerCIallze) technology e

. Beneflts of Llcensmg
= Owner’s “nghts monopoly transfers to the Ilcensee

~ But, I|censmg permrts the university to retain some control
~ by imposing limitations, obllgatlons through the terms of
the license agreement
« Of major |mportance are terms that ensure commercral development

16




The UniverSity as Licensor

. SIX Llcensmg Terms Worth Negotlatlng
— Scope of the Ilcense |

— Diligence requrrements

~ Subllcensmg o

—Royalties o

— Rights to Improvements

~ Assrgnment

17




Scope of L|cense Choosmg the
' Best Strategy

. Alternatlve Ilcensmg strategles (SCOpe of
-~ rights granted) to consider

— Excluswe VS. non- excluswe grants
~» A matter of value |
e A matter of the Ilcensee
~ « A matter of pre- eX|st|ng rights

-« A matter of government sponsorshlp
-+ A matter of university interests

18
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Scope of Llcense Choosmg the
Best Strategy

* Alternative Ilcensmg strategles (rlghts granted)
= Fleld ofuse

» Multiple apphcatlons e

- Geographlc carve-ups

* Role of regional economic development
— Time-limited

« Licensee needs lead-time only - |
* If not sure of licensee’s staylng power

Unlversmes generally in good posmon for
mlxmg it up”

‘9




Due Dllrgence Ensurmg Performance
Av0|ds Wastmg an Asset '

. D|I|gence requrrements generaIIy in play

— Measured by time — time to development; time to
- market- |

- Measured by number of units sold
- Measured by annual total saIes/use revenues
- Measured by licensee R&D funding of research
— Measured by annual minimum payments
— If licensee is a start-up — measured by ramp-up

20
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Due Diligence: Flexible Terms
_ Prowde Useful Optlons

. Commonly—applled penaltles for dlllgence |
failures o | e

- Iowngrade of Ilcense from excluswe to non- |
exclusive | =

— FlnanCIaI penaltles o
— Restructurlng ‘scope of Ilcense

— Renegotiation of dmgence r eqU“' ements N
—Termlnatlon S

21




Sublrcensrng Addlng Value

. When grantrng a Ilcensee subllcensrng rights '
| makes good sense g3
= Standard under an exclusrve Ircense grant

~ Under non- exclusrve Ilcense decide whether best
returns W|II result from the licensee’s subllcensmg or
- from institution’s direct licensing of 3™ parties. Major
issue: I|cenS|ng competltlon from your own Ilcensee

. Sublrcensrng royalty alternatives

| « Same royalty rate for Ilcensee/sublrcensee revenues
o __Percentage_ (50%) of licensee’s sublicensing revenue

22
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Necessary Factors in Maklng the Rrght
~ Royalty Calculatron

Understandrng your patent strength

. Understandlng your I|censee and its market
position

* Understanding the value of your Ircensed
- product in the marketplace -

. Understandrng the competltlon who and
where

e Jnderstandlng the future — whats over the
norizon

» Understanding your lnstitUtionaI goals

23




Licensing ImprovementS'
A Rlsky Busrness

K May result in fmancral galn . but | IS rlsky '

busrness for universities
— Encumbers future research

- erlts future funding sponsors
+ Industry and government impacted

_ A questlon of adequate consrderatron o

e Llcensrng |mprovements means thlnklng
twrc_e before doing it! Lt

o




Licensing | mprovements

. If you must llcense |mprovements
- lmprovement patents domlnated by the clalms of |

the license patent to the extent the licensor has the
right to grant the Ilcense : |

= Non- exclusive Ilcense to lmprovements Is less
~ risky but ensure obligation is time- limited

| ' — Licensing of |mprovements should be a royalty-
- bearing event. To what extent is value of initially
licensed patent enhanced by the improvement

25




nght of ASS|gnment

. A L|censee aSS|gn|ng the I|cense means
unlverS|ty is gaining a new business partner

. Welghrng pros/cons of assrgnment cIause

— Large company — transfers to subsrdlanes successor
of part of the busmess to which the license relates;
joint venture w/aII company assets may be OK

— Small company — perm|tt|ng assugnment nsky w/out
- right of approval - | FEEN

— Assignability of I|cense a problem in bankruptcy —
dlfﬁcult to get I|cense back

26
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UnlverSIty as Llcensor
. Wrappmg Up
KnoWIe’dge T A e
Product | | I__s_}:l:ntel_lz,ect_ual:_ Property |- = 0 | g
| Developed inthe | Protection Available? » Potential
University | IF YES, GO AHEAD |value - YES
= Trademark,
. -_Patentable .: .Copy_nlglh_table Database
Co 1 Iuniversity owns TR M
Secure IP || Candidatefor |~ | Law,Policy, | Determine
Protection Commercialization| =~ Assignment Ownership
VRIS EEN BRI s 1Y GO AHEAD ,
Manage/Provide AL ble 3 Party Individual
-~ for -y Aulcensanie | | Government, |linventor/author
Encumbrances University Asset Industry, Other STOP
- sSTOP 27




A Brlef Word on Content Llcensmg ”

”A zebra of dlfferent strlpes i

'+ Successful content licensing means
‘understanding the publishing industry

Successful content ||censmg means
understandlng copyright --

Successful content Ilcensmg means worklng
- closely with authors

Successful content licensing means o
understanding different royalty structures -

 Successful content licensing means |
understandmg the |mportance of retalned rlghts

28
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Licensing from Universities:
Where the Elephants Mlght Hide

. Ownershlp |

. Encumbered rlghts

~+ Background rights

 Paying for patent costs

. leallng with due dlllgence

. nghts to know how/|mprovements

. ndemnlflcatlon against lnfrlngement

» Representations and warrantles/hmltatlons of
|ab|I|ty TSR L B § 1 L

29




Commercialization of University
Assets 2002 Facts and Flgures

$1 005 Bllllon in royalty income reported by 222
U.S. and Canadian Universities

569 Unrversrty-llcensed new products reached the
marketplace during 2002 |

450 new companles formed durmg 2002

More detail
15 573 |nvent|on dlsclosures submitted
- = 7,741 U.S. patent applications filed
— 3,673 U.S. patents issued to universities

— Estimated: 2,500 products currently on the market would
not be but for unrversrty I|censmg I o

* Source, AUTMAnnual _L:censmg Sur\/ey? 2002 R
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EXCLUSIVE PATENT LICENSE AGREEMENT

DRAFT

‘Offer to continue negot1at1ons based upon this
- draft agreement open untll -
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EXCLUSIVE PATENT LICENSE AGREEMENT =

- DRAFT
This Agreement, effective as of the date set forth above the 51gnatures of the part1es
- below (the "EFFECTIVE DATE"), is between a a :
corporation, with a principal office at _ _ and

("COMPANY"), 2.
corporation, with a principal place of business at e

RECITALS

WHEREAS, UNIVERSITY is the owner of certain PATENT RIGHTS (as later deﬁned

herein) relating to UNIVERSITY Case No. , " . : =3
. by _ _ and has the right to grant licenses under sald PATENT -
... RIGHTS;

WHEREAS, UNIVERSITY desires to have the PATENT RIGHTS developed and -~

- commercialized to benefit the public and is willing to grant a license thereunder; - .-

WHEREAS, COMPANY has represented to UNIVERSITY, to induce UNIVERSITY to

~ enter into this Agreement, that COMPANY shall commit itself to a thorough, vigorous and
.diligent program of exploiting the PATENT RIGHTS so that public utilization shall result

therefrom and

WHEREAS COMPANY desires to obtam a license under the PATENT RIGHTS upon

the terms and conditions hereinafter set forth.

NOW, THEREFORE, UNIVERSITY and COMPANY hereby agree as follows

L DEF.[NITIONS |

1.1 "AFFILIATE" shall mean any legal entity (such as a corporation, partnership, .o_r
limited liability company) that is controlled by COMPANY. For the purposes of this definition,

~ the term "control" means (i) beneficial ownership of at least fifty percent (50%) of the voting




securities of a corporation or other business organization with voting securities or (ii) a fifty
“percent (50%) or greater interest in the net assets or proﬁts of a partnership or other business
organization without voting secuntles |

1.2 "EXCLUSIVE PERIQD" shail inean the period of time set forth in Section 2.2.

1.3 "FIELD" shall mean [definition of ficld].

1.4 "LICENSED PRODUCT" shall mean any product that, in whole or in part:
(i) ' absent the license granted hereunder, would infringe one or more claims of

" the PATENT RIGHTS; or

_ (i)  is manufactured by using a LICENSED PROCESS or that, whén used,
practices a LICENSED PROCESS.

1.5 "LICENSED PROCESS" shall mean any process that, absent the license granted
hereunder, would 1nfr1nge one or more claims of the PATENT RIGHTS or which uses a -
LICENSED PRODUCT. :

1.6 "NET SALES" shall mean the gross amount billed by COMPANY and its
AFFILIATES and SUBLICENSEES for LICENSED PRODUCTS and LICEN SED -
PROCESSES, less the following;: .
(1) customary trade, quantlty, or cash discounts to the extent actually allowed and
taken; - : .
(ii) amounts repaid or credited by reason of rejection or return;

(iii) to-the extent separately stated on purchase orders, invoices, or other
documents of sale, any taxes or other governmental charges levied on the
production, sale, transportation, delivery, or use of a LICENSED PRODUCT or

- .LICENSED PROCESS which is paid by or on behalf of COMPANY; and
(iv) outbound transportation costs prepaid or allowed and costs of insurance in =
transit. '

No deductions shall be made for commissions paid to individuals whether they be
with independent sales agencies or regulaﬂy elﬁployéd by COMPANY and on its payroll, or for
~ cost of collections. NET SALES shall occur on the date of billing for a LICENSED PRODUCT
or LICENSED PROCESS. If a LICENSED PRODUCT or a LICENSED PROCESS is
 distributed at a dlscounted price that is substantlally Jower than the customary pnce charged by
COMPANY or distributed for non-cash cons1derat10n (whether or not at a dlscount), NET =




pr—
s .

‘SALES shall be calculated based on the non-discounted amount of the LICENSED PRODUCT

or LICENSED PROCESS charged to an independent third party during the same REPORTING
PERIOD or, in the absence of such sales, on the fan: market value of the LICENSED PRODUCT
or LICENSED PROCESS

S ~ Non-monetary consideration shall pot be accepted by COMPANY, any
AFFILIATE or any SUBLICENSEE for any LICENSED PRODUCTS -or LICENSED

| PROCESSES without the prior written consent of UNIVERSITY

1.7 "PATENT RIGHTS" shall mean:

(a)  the United States and international patents listed on Appendix A;
(b)  the United States and international patent apphcattons and/or prowsmnal
apphcatlons 11sted on Appendix A and the resulting patents; - -
() any patent applications resulting from the provxstonal apphcatlons hsted
on Appendix A, and any d1V151onals continuations, continuation-in-part apphcatlons and '

. continued prosecution apphcatlons (and their relevant international equlvalents) of the patent
" applications listed on Appendix A and of such patent applications that result from the provisional
~ applications listed on Appendix A, to the extent the claims are directed to subject matter

specifically descrtbed in the patent apphcatlons listed on Appendlx A, and the resulting patents,
(d)  any patents resultmg from reissues, reexa:mmatlons, or extens1ons (and

- their relevant international equivalents) of the patents described in (a), (b), and (©) above, and '

(e} international (non-United States) patent apphcatlons and provisional
apphcatmns filed after the EFFECTIVE DATE and the relevant international equivalents to

- divisionals, continuations, continuation-in-part apphcatlons and continued prosecution
“applications of the patent applications to the extent the claims are directed to subject matter

spemftcally descnbed in the patents or patent app11cat10ns referred to in (a), (b), (¢), and (d)

* above, and the resultmg patents.

1.8 "REPORTING PERIOD" shall begin on the first day of each calendar quarter and
end on the last day of such calendar quarter.

1.9 "SUBLICENSE INCOME" shall mean any payments that COMPANY receives from
a SUBLICENSEE in consideration of the sublicense of the rights granted COMPANY under
Section 2.1, 1nclud1ng without limitation license fees, milestone payments, license mainténance -

fees, and other payments, but speelftcally excludmg royalttes on NET SALES.




-1.10 "SUBLICENSEE" shall mean any non-AFFILIATE sublicensee of the nghts
' granted COMPANY under Section 2.1. : : :

1.11 "TERM" shall mean the term of this Agreement, which shall commence on the
EFFECTIVE DATE and shall remain in effect until the expiration or abandonment of all issued
patents and filed patent applications within the PATENT RIGHTS, unless earlier terniinated in .

accordance with the provisions of this Agreement.

1.12 "TERRITORY" shall mean [fill-in {erritory or world-wide.] - -

2. GRANT OF RIGHTS.

2, 1 L1cense Grants Subject to the terms of thls Agreement, UNIVERSITY hereby
grants to COMPANY and its AFFILIATES for the TERM a royalty-beanng license under the
PATENT RIGHTS to develop, make, have made, use, sell, offer to sell, lease, and import o
LICENSED PRODUCTS in the FIELD i in the TERRITORY and to develop and perform.
LICENSED PROCESSES in the FIELD in the TERRITORY,

2, 2 Excluswlty In order to estabhsh an excluswe pericd for COMPANY

UNIVERSITY agrees that it shall not grant any other license to make, have made, use, seII lease

~and import LICENSED PRODUCTS in the FIELD in the TERRITORY or to perform .
: LICENSED PROCES SES in the FIELD in the TERRITORY durmg the pCI'lOd of time
- 'commencmg on the EFFECTIVE DATE and terminating with. the first to occur of: -

(i) the expuatlon of (__) years after the flrst accrual of NET ) .:
' SALES or SUBLICENSE INCOME for a LICENSED PRODUCT or LICENSED PROCESS; or.
(ii) the expu'atlon of ___ (__.)years after ;he EFFECTIVE DATE.

("EXCLUSIVE PERIOD"),

Upon expirati.en of the EXCLUSIVE PERIOD, the license granted Iiereuﬁder B
shall become nonexclusive and shall extend to the end of the TERM, unless sooner terminated as
provided in this Agreement.

2 3 Subhcenses COMPANY shall have the nght to grant subllcenses of its nghts under _

Section 2.1 only during the EXCLUSIVE PERIOD.. Such sublicenses may extend past the .

expiration date of the EXCLUSIVE PERIOD, but any exclusmty of such sublicense shall expire _

upon the expiration of the EXCLUSIVE PERIOD. COMPANY shall incorporate terms and




conditions into its sublicense agreements sufficient to enable COMPANY to comply with this

. Agreement. COMPANY shall promptly furnish UNIVERSITY with a fully signed photocopy of
any sublicense agreement. Upon termination of this Agreement for any reason, any ' -

SUBLICENSEE not then in default shall have the right to seek a license from UNIVERSITY. "~

UNIVERSITY agrees to negotiate such licenses in good faith under reasonable terms and

conditions.

2.4 U.S. Manufacturing. COMPANY agrees that any LICENSED PRODUCT S used or
sold in the United States will be manufactured substantlally in the Umted States . L

2.5 Retained Rights.

(a) - UNIVERSITY. UNIVERSITY retains the right to practlce under the
PATENT RIGHTS for research, teaching, and educatlonal purposes : - R

(b)  Federal Government. COMPANY acknowledges that the U.S. federal

- government retains a royalty-free, non-exclusive, non-transferable license to practice any
government-funded invention claimed in any PATENT RIGHTS as set forth in 35 U.S.C.

§§ 201-211, and the regulations promulgated thereunder, as amended, or any successor statutes :

" or regulations,

2.6 No Additional Rights. Nothing in this Agreement shall be construed to confer any
* rights upon COMPANY by implication, estoppel, or otherwise as to any i:echnology or patent
rights of UNIVERSITY or any other entity other than the PATENT RIGHTS, regardless of
- whether such technology or patent rlghts shall be dominant or subordinate to any PATENT

- RIGHTS. :

3. COMPANY DILIGENCE OBLIGATIONS. . .. .

3.1 Diligence Requirements. COMPANY shall use diligent efforts, or shall cause its
AFFILIATES and SUBLICENSEES to use diligent efforts, to develop LICENSED PRODUCTS
or LICENSED PROCESSES and to introduce LICENSED PRODUCTS or LICENSED
PROCESSES into the commercial market; thereafter, COMPANY or its AFFILIATES or
SUBLICENSEES shall make LICENSED PRODUCTS or LICENSED PROCESSES reasonably
 available to the public. Specifically, COMPANY or AFFILIATE or SUBLICENSEE shall fulfill
the following obligations: 5




© . Within__ months after the EFFECTIVE DATE, COMPANY shall
furnish UNIVERSITY with a written research and development plan describing the major tasks

to be achieved in order to bring to market a LICENSED PRODUCT or a LICENSED PROCESS,

specifying the number-of staff and other resources to be devoted to such commercialization -
effort. '

(b)  Within sixty (60) days after the end of each calendar year, COMPANY

shall furnish UNIVERSITY with a written report (consistent with Section 5.1(a)) on the progress
of its efforts during the immediately preceding calendar year to develop and commercialize
LICENSED PRODUCTS or LICENSED PROCESSES. The report shall also contain a
discussion of intended efforts and sales projections for the year in which the report is submitted.

_ - .{¢) - COMPANY shall develop a working model on or before _. ,
200___. and permit an in-plant inspection by UNIVERSITY onorbefore -~ . - ,200__,
and thereafter permit in-plant inspections by UNIVERSITY at regular mtervals with at least

( ) months between each such inspection.

i (d) COMPANY shall make a first commercial sale of a LICENSED
PRODUCT and/or a first commercial performance of a LICENSED PROCESS on or before
» 200 : o

(e) - COMPANY shall make NET SALES according to the following schedule:
and each year thereafter $

(63)] COMPANY shali sell the followmg numbers of LICENSED PRODUCTS
' according to the following schedule: |

- 200___ units;
200 0 o o . units;

- 200___'and each year thereafter - units. -

In the event that UNIVERSITY determines that COMPANY' (or an AFFILIATE or
SUBLICENSEE) has failed to fulfill any of its obligations under this Section 3.1, then
'UNIVERSITY may treat such failure as a material breach in accordance with Section 12.3(b).




4. ROYALTIES AND PAYMENT TERMS. -
4.1 Consideration for Grant of Rights.

(a)  License Issue Fee and Patent Cost Reimbursement. COMPANY shall pay
to UNIVERSITY on the EFFECTIVE DATE a license issue fee of [number] dollars ($#), and,
- in accordance with Section 6.3, shall reimburse UNIVERSITY for its actual expenses incurred as
of the EFFECTIVE DATE in connection with- obtammg the PATENT RIGHTS. These |
payments are nonrefundable.

(b) License Maintenance Fees. COMPANY shall pay to UNIVERSITY the
followmg license maintenance fees on the dates set forth below: '

3 [January 1, year]‘ N '[dollar amount] - .

- [January 1, year] . . - . = [dollar amount] -
[and each January 1 of o ' '
- every year thereaftej'] . . [doliar amount]

) This annual license maintenance fee is nonrefuhdable' .howe'ver the

| license maintenance fee may be credited to running royaltles subsequenﬂy due on NET SALES -
~ earned during the same calendar year, if any. License mamtenance fees paid i in excess of
"..:..’runnmg royaltles due in such calendar year shall not be creditable to amounts due for future _ ;
years.

(© Running Royalties. COMPANY . shall pay to UNIVERSITY a running -
royalty of [number] percent (#%) of NET SALES by COMPANY, AFFILIATES and
 SUBLICENSEES. Running royalties shall be payable for each REPORTING PERIOD and shall
be due to UNIVERSITY within sixty (60) days of the end of each REPORTING PERIOD.

: - (d)-  Sharing of SUBLICENSE INCOME. COMPANY shall pay

UNIVERSITY a total of fifty percent (50%) of all SUBLICENSE INCOME received by
COMPANY or AFFILIATES, excluding. runmng royalties on NET SALES of
SUBLICENSEES. Such amount shall be payable for each REPORTING PERIOD and shall be
due to UNIVERSITY within sixty (60) days of the end of each REPORTING PERIOD.




(e) No Multiple Royalties. If the manufacture, use, lease, or sale of any
LICENSED PRODUCT or the performance of any LICENSED PROCESS is covered by more .
than one of the PATENT RIGHTS, multiple royalties shall not be due. - . -

: 4.2__‘ Payments. .

oo+ (3.1 Method of Payment. All payments under this Agreement should be made
payable to - _and sent to the address identified in Section 14.1.. Each payment

should reference this Agreement and identify the obhgatlon under this Agreement that the
payment satisfies. -

(b)  Payments in U.S. Dollars. All payments due under this Agreement shall
be drawn on a United States bank and shall be payable in United States dollars. Conversion of
foreign currency to U.S. dollars shall be made at the conversion rate existing in the United States
(as reported in the Wall Street Journal) on the last working day of the calendar quarter of the
applicable REPORTING PERIOD. Such payments shall be without deduction of exchange,
collection, or other charges, and, specifically, without deduction of withholding or similar taxes
or other government imposed fees or taxes, except as permitted in the definition of NET SALES,

(¢)  Late Payment Any payments by COMPANY that are not paid on or
before the date such payments are due under this Agreement shall bear 1nterest to the extent
. permitted by law, at two percentage points above the Prime Rate of interest as reported in the
Wall Street Journal on the date payment is due.

5. REPORTS AND RECORDS.
5.1 Freguency of Reports.

_ (a)°  Before First Commercial Sale. Prior to the first commercial sale of any

LICENSED PRODUCT or first commercial perfonn'ance of any LICENSED PROCESS,
COMPANY shall deliver reports to UNIVERSITY annually, within sixty (60) days of the 'end of
each calendar year, containing 1nformat1on concerning the Immedlately precedmg calendar year,
as further descrlbed in Sectlon 52. ' '

(b) Upon First Commercial Sale of a LICENSED PRODUCT or Commercial
- Performance of 'a LICENSED PROCESS. COMPANY shall report to UNIVERSITY the date of




'f1rst commercial sale of a LICENSED PRODUCT and the date of first commercial performance

of a LICENSED PROCESS within sixty (60) days of occurrence in each country.

(¢) - - After First Commercial Sale. After the first commercial sale of a

~ LICENSED PRODUCT or first commercial performance of a LICENSED PROCESS,

COMPANY shall deliver reports to UNIVERSITY within sixty (60) days of the end of each
REPORTING PERIOD, containing information. concerning the immediately precedmg

REPORTING PERIOD, as further described in Section 5.2.

5.2 Content of Reports and Payments. Each repozt delivered by COMPANY to -
UNIVERSITY shall contain at least the followmg information for the nnmedlately precedmg
REPORTING PERIOD: - = : :

- (i) the number of LICENSED PRODUCTS sold, leased or distributed by
COMPANY, its AFFILIATES and SUBLICENSEES to independent third parties in each
country, and, if applicable, the number of LICENSED PRODUCTS used by COMPANY its

- AFFILIATES and SUBLICENSEES in the provision of services in each coume

(ii) a description of LICENSED PROCESSES performed by COMPANY, ifs

AFFILIATES and SUBLICENSEES in each country as may be pertment toa royalty accountmg
" hereunder, Vs SR '

. (iii) the gross price charged by COMPANY,.itS' AFFILIATES and

'SUBLICENSEES for each LICENSED PRODUCT and, if applicable, the gross price charged

for each LICENSED PRODUCT used to provide services in each country;-and the gross price
charged for each LICENSED PROCESS performed by COMPANY, its AFFILIATES and

'SUBLICENSEES in each country;

(iv) calculation of NET SALES for the appllcable REPORTING PERIOD in each
Country including a listing of applicable deductions; = .

* (v) total royalty payable on NET SALES in U S dollars together w1th the -

exchange rates used for conversion;

(vi) the amount of SUBLICENSE INCOME received by COMPANY from each

~ SUBLICENSEE and the amount dué to UNIVERSITY from such SUBLICENSE INCOME,




including an itemized breakdown of the sources of income compnsmg the SUBLICENSE
INCOME and T : : SR .

- - (vii) the number of sublicenses entered into for the PATENT RIGHTS
LICENSED PRODUCTS and/or LICENSED PROCESSES o

Tf no amounts are due to UNIVERSITY for any REPORTIN G PERIOD, the report shall
so state. : 2

5.3 Financial Statements. On or before the ninetieth (90th) day following the close of

' COMPANY's fiscal year, COMPANY shall provide UNIVERSITY with COMPANY's financial
statements for the preceding fiscal year including, at a minimum, a balance sheet and an income -

statement, certified by COMPANY s treasurer or chlef fmanmal officer or by an 1ndependent
aunditor. o ‘ 2% - : - : : _

_ 5.4 Records. COMPANY shall maintain, and shall cause its AFFILIATES and :
'SUBLICENSEES to maintain, complete and accurate records relating to the rights and
obligations under this Agreement and any amounts payable to UNIVERSITY in relation to this
Agreement, which records shall contain sufficient information to permit UNIVERSITY to
confirm the accuracy of any reports delivered to UNIVERSITY and compliance in other respects
with this Agreement. The relevant party shall retain such records for at least five (5) years -
following. the end of the calendar year to which they pertain, during which time UNIVERSITY,

or UNIVERSITY's appointed agents, shall have the right, at UNIVERSITY's expense, to 1nspect

such records during normal business hours to verify any reports and payments madeor -

* compliance in other respects under this Agreement. In the event that-any audit performed under -
 this Section reveals an underpayment in excess of five percent (5%), COMPANY shall bear the - -
_ full cost of such audit and shall remit any amounts due to UNIVERSITY within thuty (30) days

of rece1v1ng notice thereof from UNIVERSITY.

6 PATENT PROSECUTION

6.1 Responsibility for PATENT RIGHTS. UNIVERSITY shall ptepare, file, prosecute,.

‘and maintain all of the PATENT RIGHTS. COMPANY shall have reasonable opportunities to

advise UNIVERSITY and shall cooperate with UNIVERSITY in such ﬁlmg, prosecution and
~maintenance. : : e

v .
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patent apphcatlons correspondmg to the United States patent applications listed in' Appendix A -

6.2 Intefnational (non-United States) Filing Appendix B is a list of countries in which

shall be filed, prosecuted, and maintained. Appendlx B may be amended by mutual agreement
of COMPANY and UNIVERSITY. :

6.3 Payment of E}_(p_gnsgs. Payment of all fees and costs, including attorneys fees,

relating to the filing, prosecution and maintenance of the PATENT RIGHTS shall be the

responsibility of COMPANY, whether such amounts were incurred before or after the

-EFFECTIVE DATE. As of . , UNIVERSITY has incurred approximately .

$_ for such patent-related fees and costs, COMPANY shall reimburse all amounts -

. due pursuant to this Section within thirty (30) days of invoicing; late payments shall accrue:
- interest pursuant to Section 4.2(c). In all instances, UNIVERSITY shall pay the fees prescnbed

for large entities to the United States Patent and Trademark Office.

1. INFRINGEMENT.

7.1 Not1f1cat1on of Infrmgement Each party agrees to prov1de wntten notice to the other

'_, party promptly after becoming aware of any infringement of the PATENT RIGHTS

7.2 Right to Prosecute Infringements.

(a) - COMPANY Right to Prosecute. . So long as COMPANY remains the

o .' ‘excluswe licensee of the PATENT RIGHTS in the FIELD in the TERRITORY, COMPANY, to.
the extent perrmtted by law, shall have the right, under its own control and at its own expense, to

prosecute any third party infringement of the PATENT RIGHTS in the FIELD in the
TERRITORY, subject to Sections 7.4 and 7.5. If required by law, UNIVERSITY shall permlt
any action under this Section to be brought in its name, including being joined as a party-

‘plaintiff, provided that COMPANY shall hold UNIVERSITY harmless from, and indemnify

UNIVERSITY against, any costs, expenses, or liability that UNIVERSITY incurs in connection
with such action. _ _ _
_ Prior to commencing any such action, COMPANY shall consult with
UNIVERSITY and shall consider the views of UNIVERSITY regarding the advisability of the
proposed action and its effect on the public interest. COMPANY shall not enter into any
settlement, consent judgment, or other voluntary final disposition of any infringement action
under this Section without the prior written consent of UNIVERSITY. '
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_ ~{b) UNIVERSITY Right to Prosecute. In the event that COMPANY is
unsuccessful in pérsuading the alleged infringer to desist or fails to have initiated an '
infringement action within a reasonable time after COMPANY first becomes aware of the basis’
for such action, UNIVERSITY shall have the right, at its sole discretion; to prosecute such =
infringement under its sole control and at its sole expense, and any recovery obtained shalI
belong to UNIVERSITY.. ' e

7.3 Declaratory Judgment Actions. In the event that a declaratory judgment action is’
brought against UNIVERSITY or COMPANY by a third party alleging invalidity,
unenforceability, or non-infringement of the PATENT RIGHTS, UNIVERSITY, at its option, .
shall have the right within twenty (20) days after commencement of such action to take over the
~ sole defense of the action at its own expense. If UNIVERSITY does not exercise this right,
COMPANY may take over the sole defense of the action at COMPANY's sole expense, subjec't
to Sections 7.4 and 7.5.

7.4 Offsets. COMPANY may offset a total of fifty percent (50%) of any expenses
incurred under Sections 7.2 and 7.3 against any payments due to UNIVERSITY under Articie 4,
provided that in no event shall such payments under Article 4, when aggregated with any other

offsets and credits allowed under this Agreement, be reduced by more than ﬁfty percent (50%) in
any REPORTING PERIOD. -

. 7 5 Recovery Any recovery obtamed in an action brought by COMPANY under

* Sections 7.2 or 7.3 shall be distributed as follows: (1) each party shall be reimbursed for any
expenses incurred in the action (including the amount of any royalty or other payments withheld
from UNIVERSITY as described in Section 7.4), (ii) as to ordinary damages, COMPANY shall
receive an amount equal to its lost profits or a reasonable royalty on the infringing sales, or B
* whichever measure of damages the court shall have applied, and COMPANY shall pay to

- UNIVERSITY based upon such amount a reasonable approximation of the royalties and other
amounts that COMPANY " would have paid to UNIVERSITY if COMPANY had sold the
infringing products, processes and services rather than the infringer, and (iii} as to si)ecial' or
punitive damages, the parties shall share equally in any award. ~

7.6 Cooperation. Each party agrees to cooperate in any action under this Article which is
controlled by the other party, provided that the controlling party reimburses the cooperating party
promptly for any costs and expenses incurred by the cooperating party in connection with <
providing such assistance. |
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- 1.7 Right to Sublicense. So long as COMPANY remains the exclusive licensee of the
PATENT RIGHTS in the FIELD in the TERRITORY, COMPANY shall have the sole right to
sublicense any alleged infringer in the FIELD in the TERRITORY for future use of the PATENT

- RIGHTS in accordance with the terms and conditions of this Agreement relating to sublicenses.
-Any upfront fees as part of such sublicense shall be shared equally between COMPANY and

UNIVERSITY; other revenues to COMPANY pursuant to such sublicense shall be treated as set

- forth in Article 4.

8, INDEMNIFICATION AND INSURANCE.
8.1 _I_ndemnific_ation.

| _ (a) Indemmty COMPANY shall 1ndemn1fy, defend and hold harmless

UNIVERSITY and its trustees, offlcers facuity, students, employees, and agents and their

respective successors, heirs and asmgns (the "Indernmtees") against any liability, damage, Ioss
or expense (1nc1ud1ng_reasonable attorneys fees and expenses) incurred by or imposed upon any

;. of the Indemnitees in connection with any claims, suits, actions, demands or judgments arising
. out of any theory of liability (mcludmg without Tirnitation actlons in the form of tort, warranty, or
~. Strict liability and regardless of whether such action has any factual basis) concerning any

Aproduct process, or service that is made, used sold, lmported or performed pursuant to any right

or license granted under this Agreement.

(b)  Procedures. The Indemnitees agree to provide COMPANY with prompt

written notice of any claim, suit, action, demand, or judgment for which indemnification is

-

sought under this Agreement. COMPANY agrees, at its own expense, to provide attorneys

- reasonably acceptable to UNIVERSITY to defend against any such claim. The Indemnitees shall

cooperate fully with COMPANY in such defense and will permit COMPANY to conduct and
control such defense and the disposition of such claim, suit, oraction (including all decisions
relative to litigation, appeal, and settlement); provided, however, that any Indemnitee shall have
the right to retain its own counsel, at the expense of COMPANY, if representation of such
Indemnitee by the counsel retained 'by COMPANY would be inappropriate because of actual or -
poten;iél differences in the interests of such Indemiitee and any other party represented by such
counsel. COMPANY agrees to keep UNIVERSITY informed of the progress in the defense and
disposition of such claim and to consult with UNIVERSITY with regard to any proposed .
settlement. '
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.+ 8.2 Insurance. COMPANY shall obtain and carry in full force and effect commercial
general liability insurance, including product liability and errors and omissions insurance which
shall protect COMPANY and Indemnitees with respect to events covered by Section 8.1(a)
above. Such insurance (i) shall be issued by an insurer licensed to practice in the ;

- Commonwealth of Massachusetts or an instrer pre-approved by UNIVERSITY, such approval
not to be unreasonably withheld, (ii) shall list UNIVERSITY as an additional insured thereunder,
(iii) shall be endorsed to include product liability coverage, and (iv) shall require thirty (30) days
- written notice to be given to UNIVERSITY prior to any cancellation or material change thereof.
The limits of such insurance shall not be less than One Million Dollars ($1,000,000) per

occurrence with an aggregate of Three Million Dollars ($3,000,000) for bodily injury including
“death; One Million Dollars ($1,000,000) per occurrence with an aggrégate of Three Millibn
Dollars ($3,000 000) for property damage; and One Million Dollars ($1,000,000) per occurrence
with an aggregate of Three Million Dollars ($3,000 000) for errors and omissions. In the
alternatlve COMPANY may self-insure subject to prior approval of UNIVERSITY

COMPANY shall prov1de UNIVERSITY with Certificates of Insurance evidencing comphance
with this Section. COMPANY shall continue to maintain such insurance or self-lnsurance after

~ the expiration or temunatlon of this Agreément during any period in which COMPANY or any

AFFILIATE or SUBLICENSEE continiues (i) to make, use, or sell a product that was a

LICENSED PRODUCT under this Agreement or (11) to perform a service that was a LICENSED ,

_PROCESS under this Agreemcnt and thereafter for a period of f1ve (5) ycars '
9._NO REPRESENTATIONS OR WARRANTIES.

EXCEPT AS MAY OTHERWISE BE EXPRESSLY SET FORTH IN THIS
AGREEMENT, UNIVERSITY MAKES NO REPRESENTATIONS OR WARRANTIES OF

- ANY KIND CONCERNING THE PATENT RIGHTS, EXPRESS OR IMPLIED, INCLUDING

WITHOUT LIMITATION WARRANTIES OF MERCHANTABILITY, FITNESS FOR A
PARTICULAR PURPOSE, NONINFRINGEMENT, VALIDITY OF PATENT RIGHTS
CLAIMS, WHETHER ISSUED OR PENDING, AND THE ABSENCE OF LATENT OR
OTHER DEFECTS, WHETHER OR NOT DISCOVERABLE. Specifically, and not to limit the
foregoing, UNIVERSITY makes no warranty or representation (i) regarding the validity or scope
of the PATENT RIGHTS, and (ii) that the exploitation of the PATENT RIGHTS orany
LICENSED PRODUCT or LICENSED PROCESS will not infringe any patents or other
intellectual property rights of UNIVERSITY o of a third party.

IN NO EVENT SHALL UNIVERSITY, ITS TRUSTEES, DIRECTORS, OFFICERS,
EMPLOYEES AND AFFILIATES BE LIABLE FOR INCIDENTAL OR CONSEQUENTIAL
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DAMAGES OF ANY KIND, INCLUDING ECONOMIC DAMAGES OR INJURY TO -

PROPERTY AND LOST PROFITS, REGARDLESS OF WHETHER UNIVERSITY SHALL
BE ADVISED, SHALL HAVE OTHER REASON TO KNOW, OR IN FACT SHALL KNOW -
OF THE POSSIBILITY OF THE FOREGOING.

10. ASSIGNMENT.

This Agreemeﬁt is persbnal to COMPANY and no rights or obligations may be assigned -
by COMPANY without the prior written consent of UNIVERSITY. UNIVERSITY shall have

~ the right to terminate this Agreement immediately upon written notice to COMPANY upon a

purchase of a majority of COMPANY's outstanding voting securities in a single transaction by a

third party without UNIVERSITY's prior written consent,

11. GENERAL _COMPLIANCE WITHLAWS

11.1 ¢ ;Q_m' p' liance with Laws. COMPANY shall use reasonable commercial effbrts fo. -

comply with all commercially material local, state, federal, and international laws and |
o regulations relating to the development, manufacture, use, and sale of LICENSED PRODUCTS
~ and LICENSED PROCESSES. :

11.2 Export Control. COMPANY and its AFFILIATES and SUBLICENSEES shall

..comply with all United States laws and regulations controlling the export of certain commodities
‘and technical data, including without limitation all Export Administration Regulations of the

. United States Department of Commerce. Among other things, these laws and regulations

- prohibit or require a license for the export of certain types of commodities and technical data to

specified countries. COMPANY hereby gives written assurance that it will comply with, and
will cause its AFFILIATES and SUBLICENSEES to comply with, all United States export.
control laws and regulations, that it bears sole responsibility for any violation of such laws and

: regulations by itself or its AFFILIATES or SUBLICENSEES, and that it will indcmnify, defend,

and hold UNIVERSITY harmless (in accordance with Section 8.1} for the consequences of any

such violation.

11.3 Non-Use of UNIVERSITY Name. COMPANY and its AFFILIATES and
SUBLICENSEES shail not use the name of : or any variation,
adaptation, or abbreviation thereof, or of any of its trustees, officers, faculty, students, A
employees, or agents, or any trademark owned by UNIVERSITY, or any terms of this

Agreement in any promotional material or other public announcement or disclosure without the
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prior written consent of UNIVERSITY. The foregoing notwithstanding, without the consent of
UNIVERSITY, COMPANY may state that it is licensed by UNIVERSITY under oné or more of

‘the patents and/or patent applications comprising the PATENT RIGHTS

11.4 Marking of L ICENSED PRODUCTS To the extent commer(nally feasible and
consistent with prevailing business practlces, COMPANY shall mark, and shall cause its
AFFILIATES and SUBLICENSEES to mark, all LICENSED PRODUCTS that are
manufactured or sold under this Agreement with the number of each 1ssued patent under the

- PATENT RIGHTS that applles to such LICENSED PRODUCT

+12. TERMINATION,

12.1 Voluntary Termination by COMPANY. COMPANY shall have the right to
terminate this Agreement, “for-any reason, (i) upon at least six (6) months prior written notice to
UNIVERSITY, such notice to state the date at least six (6) months in the future upon which
termmatlon is to be effective, and (ii) upon payment of all amounts due to UNIVERSITY
throu gh such termmatlon effectlve date, ' ' N

12.2 Cessation of Business. If COMPANY ceases to carry on its business related to this

'Agreement UNIVERSITY shall have the nght to terminate thlS Agreement nnmedlately upon

wntten not1ce to COMPANY.
123 Terrnin'ation for Default.

(a) Nonpayment In the event COMPANY fails to pay any amounts due and
payable to UNIVERSITY hereunder, and fails to make such payments within thlrty (30) days
after receiving written notice of such failure, UNIVERSITY may termmate th1s Agreement o
1mmed1ate1y upon wntten notlce to COMPANY '

" (b) . Material Breach. Inthe event COMPANY commits a material breach of
its obligations under this Agreement, except for breach as described in Section 12.3(a), and fails

to cure that breach within sixty (60) days after receiving written notice thereof, UNIVERSITY

may terminate this Agreement immediately upon written notice to COMPANY.
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12.4 Effect of Termination,

(a) ~ Survival. The following provisions shall survive the exp1rat10n or
termination of this Agreement: Articles 1, 8;9, 13 and 14, and Sectlons 5 2 (obhgatmn to ‘
provxde final report and payment), 54, 11 1, 11 2 and 124, .

. (b)  Inventory. Upon the ear}y termination of this Agreement COMPANY
and its AFFILIATES and SUBLICENSEES may complete and sell any work-in-progress and

inventory of LICENSED PRODUCTS that exist as of the effective date of termination, provided

that (i) COMPANY pays UNIVERSITY the applicable running royalty or other amounts due on

such sales of LICENSED PRODUCTS in accordance with the terms and conditions of this

Agreement, and (i) COMPANY and its AFFILIATES and SUBLICENSEES shall complete and

- sell all work-in-progress and 1nventory of LICENSED PRODUCT S within six (6) months after
the effectlve date of termination. ° : :

(c)  Pre-termination Obligations. In n6 event shall termination of this
“Agreement release COMPANY, AFFILIATES, or SUBLICENSEES from the obligation to pay
any amounts that became due on or before the effective date of termination.

- 13, DISPUTE RESOQLUTION.

13.1 Mandatory Procedures. The parties agree that any dispute arising out of or relaﬁng
to this Agreement shall be resolved solely by means of the procedures set forth in this Article,
and that such procedures constitute legally binding obligations that are a_n_es:sential provision of -
this Agreement. If either party fails to observe the procedures of this Article, as may be
modified by their written agreement, the other party may bring an-action for%specifi_c R
_ performance of these procedures in any court of competent jilrisd_iction; -

13.2 Eguitable Remedles Although the procedures sPec1f1ed in thlS Artlcle are the sole

~ and exclusive procedures for the resolution of disputes arising out of or relatmg to this

- Agreement, either party may seek a preliminary injunction or other provisional equitable relief if,
in its reasonable judgment, such action is necessary to avoid irreparable harm to itself or to

preserve its rights under this Agreement
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13.3 Dispute Resolution Procedures.

(a) . Mediation. In the event any dispute arising out of or relating to this
Agreement remains unresolved within sixty (60) days from the date the affected party informed -
the other party of such dispute, either party may initiate mediation upon written notice to the: -
other party ("Notice Date"), whereupon both parties shall be obligated to engage in a mediation
proceeding under the then current Center for Public Resources ("CPR") Model Procedure for
- Mediation of Business Disputes (http://www.cpradr.org), except that specific provisions of this -
Article shall override inconsistent provisions of the CPR Model Procedure. ‘The mediator will be
selected from the CPR Panels of Neutrals. If the parties cannot agree upon the selection of a
medijator within fifteen (15) business days after the Notice Date, then upon the request of either
party, the CPR shall appoint the mediator. The parties shall attempt to resolve the dispute-
through mediation untll the first of the following occurs: (i) the parties reach a written .
settlement; (ii) the mediator notifies the parties in writing that they have reached an impasse; .
(iif) the parties agree in writing that they have reached an impasse; or (iv) the parties have not

- reached a settlement within sixty (60) days after:t_he_ Notice Date.

- (b)  Trial Wlthout Jurv If the parties faﬂ to resolve the dispute through

' medlauon or if neither party elects to initiate mediation, each party shall have the right to pursue
~_any other remedies legally available to resolve the dispute, prov1ded however, that the parties

~ ‘expressly waive any right to a jury frial in any legal proceeding under this Article.

13.4 Performance to Continue. Each party shall continue to perform its undisputed

| obligations under this Agreement pending final resolution of any dispute arising out of or

relating to this Agreement; provided, however, that a party may suspend performance of its

undisputed obligations during any period in which the other party-fails or refuses to perform its -

undisputed obligations. -Nothing in this Article is intended to relieve COMPANY from its
obligation to make undisputed payments pursuant to Articles 4 and 6 of this Agreement,

13.5 Statute of Limitations, The parties agree that all applicable statutes of limitation
and time-based defenses (such as estoppel and laches) shall be tolled while the procedures set
forth in Sections 13.3(a) are pending.. The parties shall: cooperate in takmg any actions necessary:

" to achieve this result.
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14, MISCELLANEOUS,

14.1 Notice. Any notices required or permitted under this Agreement shall be in writing,
shall specifically refer to this Agreement, and shall be sent by hand, recognized national
overnight courier, confirmed facsimile transmission, confirmed electronic mail, or registered or
certified mail, postage prepaid, return receipt requested, to the following addresses or facs1m11e :

numbers-of the parties: .
If to UNIVERSITY: o

E At'téht'ion:'
Tel:

- Fax:
Attention:
Tel: .
Fax: -

" All'niotices under this Agreement shall be deemed effe_ctivé upon receipt. A party
may change its contact information immediately upon written notice to the other party inthe
manner prov_ided in this Section. '

142 Govemmg Law. This Agreement and all dlsputes arising out of ot related to thIS :

~ Agreement, or the performance, enforcement, breach or termination hereof, and any remedies

relating thereto, shall be construed, governed, interpreted and applied in accordance with the

lawsof ___ without regard to conflict of laws principles,
- except that questions affecting the construction and effect of any patent shall be determined by

the law of the country in which the patent shall have been granted.

14.3 Force Majeure. Neither parfy will be responsible for delays resulting from causes
beyond the reasonable control of such party, including without limitation fire, explosion, flood,
war, strike, or riot, provided that the nonperforming party uses commercially reasonable efforts
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to avoid or remove such causes of nonperformance and continues performance under this
Agreement with reasonable dispatch whenever such causes are removed.

14.4 Amendment and Waiver. This Agreement may be amended, supplemented, or =
- otherwise modified only by means of a written instrument signed,by both parties. Any waiver of

. any rights or failure to act in a specific tnstance shall relate only to such instance and shall not be
construed as an agreement to waive any rights or fail to act in any other instance, whether or not
similar.

14 5 Severability. In the event that any prov1s1on of this Agreement shall be held invalid
or unenforceable for any reason, such mvalldlty or unenforceab1l1ty shall not affect any other
provision of this Agreement, and the parties shall negotiate in good faith to modify the
Agreement to preserve (to the extent possible) their original intent, If the parties fail to reach a

~modified agreement within thirty (30) days after the relevant provision is held invalid or
unenforceable, then the dispute shall be resolved in accordance with the procedures set forth in
Article 13. While the dispute is pending resolution, this Agreement shall be construed as if such
provision were deleted by agreement of the parties.

.14.6 Binding FEffect. ThlS Agreement shall be b1nd1ng upon and inure to the benefrt of
the parties and their respective permitted’ successors and assigns.

147 Headlng Al headrngs are for. convenrence onIy and shall not affect the meaning
of any prov131on of this Agreement

14.8 Entire Agreement. This Agreement constitutes the entire agreement between the

~ parties with respect to its subject matter and supersedes all prior agreements or understandings
~between __the parties relating to its subject matter. - .
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The EFFECTIVE DATE of this Agreement is

IN WITNESS WHEREOF, the partics have caused this Agreement to be executed by
their duly authorized representatives.

UNIVERSITY ' [LEGAL NAME OF COMPANY]

By DRAFT By DRAFT

Name: . Name:__
Title: Title;
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- APPENDIX A -

List of Patent Applications and Paténts

L United States Patents and Applications

1L International (non-U.S.) Patents and Applications
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APPENDIX B

~ List of Countries (excluding United States) for which
PATENT RIGHTS Applications Will Be Filed, Prosecuted and Maintained
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