NCURA- - = o PATENT LICENSING AGREEMENTS

IﬁTRODUCTION

Some of the patent licensing done by universities relates to inventions
in which the university acquired ownership under the terms of employee
patent agreements or by assignment from individuals who elect to have the
university develop and market inventions on their behalf., University
research administrators, however, are primarily concerned with patent
licensing which relates to university owned inventions which resulted from
regsearch programs sponsored by the Federal govermment or by industrial
organizations. The purpose of this paper is to provide an introduction to
the principal features of 8Such licensing agreements. The sample licensing:
agreement included in this paper is a royalty-bearing, limited term,
exclisive license, which is- preceded by a brief commentary on each of its :
provisions. : o

Those interested in pursuing patent licensing further should seek
guidance from professional groups such as the Society of University Patent
Administrators, the Licensing Executives Society and from publications such
as the following: : P

1. -Les Nouvelles ~ The Journal of the Licensing: Executives Society, a
worldwide federation of business-oriented professional societies of
individuals involved in the transfer of technology and industrial or
intellectual property rights, (Les Nouvelles, 1225 Elbur Avenue,
Cleveland, Ohio 44107). C : D L

2, The Law and Business of Licensing - Licensing in the 1980's, - A
looseleaf reference series with new material added on an annual basis
in the form of supplementary pages and new binders. Published by Clark
Boardman Company, Ltd., 435 Hudson Street, New York, N. Y. 10014, this
series, the first-volume of which was issued on October 15, 1981, is
the folloy~on to the four-volume series, The Law and Business of"
Licensing, which was closed out in 1980. Both series feature reprints
of selected articles from Les Nouvelles. ’ ' : S

3. The Licensing Law Handbook, Clark Boardman Company, Ltd., - An
annual series, starting with 1979, designed to assist practitioners amd
licensing professionals to cope with new developments in the law and
business of licensing. -The 1982 volume, fourth in the series, covers
the pricing of technology, joint vemtures, R&D limited partnerships,
and international operations.




NCURA. . ‘  PATENT LICENSING AGREEMENTS

LICENSING AGREEMENT

Commentary

The attached sample agreement; which is presently in use at MIT,
illustrates the essential provisions of an exclusive patent license to a
research gponsor. It includes, in certain clauses, language which must be
used where government funding was involved, as discussed in Unit 2 of this
series, "Patent Righta under Government Contracts '

Other universities may add clauses which are not'included'in ‘the sample
agreement, omit some of the clauses which are, or state them in a different
manner. Nonetheless, the sample agreement suggests the’ subject matter
which must be dealt with and the type of clauses which are used. It is set
forth solely as an example, and is not recommended for use by other insti-
tutions unless appropriately modified and adapted by a qualified patent
'attorney

The following commenta refer to the corresponding provisions of the
sample agreement.

PARTIES

The parties must be identified by name and place of business and by
their "hereafter referred to as..." designation, such as licensor,
university, 1icensee or a combination thereof.“ -

'RECITALS

The recitals ({.e., Whereases) help to identify and characterize the
type of license and the general nature of the agreement at the outset, 'The
‘royalty-free license to the U.S. government (in the first Whereas of the
sample license) is used, of coutse, only where the invention was developed
using government funds. ' :

ARTICLES

I. ‘Definitions'

It is important in this section to define certain of the essential
‘elements to be covered by the license. For example, it should be clear
whether "licensee" includes any subsidiary and how subsidiary is defined.
Similarly, the actual patent rights which are the subject of the license
should be clearly defined. Other areas which should be defined from the
outset include the licensed product and/or licenses process. Other
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IV. Royalties - Liéensin& fees

It is customary in an exclusive license to require a license issue fee
upon execution of the license agreement, This fee serves to return immedi-
ately to the university the costs of patent filing and is also an indica-
tion that the exclusive licensee has a serious intent to commercialize the
invention. The license issue fee may, or may not, be used by the licensee
as a credit against future royalties, and where the’ licensee is the sponsor
of the research the license fee is often waived.

Perhaps the fairest measure of royalties and that used most often is
the running royalty based on the net sales price of the licensed product,’
The rate is usually set higher during the period of exclusivity and lower
during the period of non-exclusivity. It is important also to set an
annual minimum royalty as a useful method to ensure performance by the
licensee. -

- The procedure for making royalty payments 1s ‘algo included in this
section.

V. Reports and records -

It is important that a clear understanding be reached by the parties as
to the type of records which must be maintained and the type of inspection
permitted. An adequate reporting procedure from the licensee ‘to the uni-
versity is essential, as is the university's right to retain an accountant
for inspection of licensee's royalty records., For purposes of economy a
university might retain the right to use its own internal auditing divison
for such inspection. The licensee, however, may insist that an independent
certified accountant be retained, and this 1atter provision i{s more common,
although obviously more costly. The royalty statement should specify sales
to the U.S, government only in those license agreements where the govern- '
ment has a royalty-free license by virtue of funding the invention. o

VI. Patent prosecution

_This section sets forth the obligations of the parties to apply for and
maintain the licensed patent rights, In the sample agreement this burden
is assumed by the university; however, it may well be assumed by the licen-
see or by both parties as discussed in Part IV covering research contract
patent clauses.

VII. Termination

A termination provision is essentlial in an exclusive licemse. The
provision should state clearly the cause for termination, the notice period
requirement, and the university s right to terminate based on a breach of
the agreement. :
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XIII. Export control regulationsa

This clause warns the licensee that it is the responsibility of the
licensee to comply with all of the export control regulations of the U.S.
Government in any export of technical data or products under the license
agreement. This clause provides valuable protection for the university and
should always be included . § e . :

OTHER CLAUSES (XIV - XV)

' The remaining clauses are for housekeeping and administrative
purposes and parallel those normally contained in any research conttact
under such headings as:

A. Payments-and notices
B. Governing law

c. . Severability SR

D. . Entire agreement



- NCURA e D L PATENT LICENSING AGREEMENTS

1.3 " "Patent Rights" shall mean the United States and Foreign
pending patent applications set forth in Appendix <appendix> attached
hereto and made a part hereof (hereinafter referred to as the "Patent _
Rights Patent Application(s)"), and the United States patents and Foreign
patents issuing from said pending United States and Foreign patent
applications or later-filed foreign applications based upon any of . said
United States patents and applications {(hereinafter referred to as the
"Patent Rights Patent(s)") and any continuations, continuations-in-part,
divisions, reissues or extensions of any of the foregoing.

1.4- "Licensed Product(s)" shall mean <product descriptioﬁ> which:
- (a) 1is covered in whole or in part by (i) a pending
: . claim contained in a Patant Rights Patent Appli-
cation in the country in which the Licensed
Product(s) is made, used or sold or {ii) a valid
; and unexpired claim contained in a Patent Rights
Patent in the country in which the Licensed
Product(s) is made, used or sold.

(b)- is manufactured by using a process which is
covered in whole or in part by (1) a pending
claim contained in a Patent Rights Patent

- Application in the country in which the ,Licensed
‘Process{es) is used or (ii)} a valid or unexpired
claim contained in a Patent Rights Patent in the ¥
country in which the Licensed Process(es) is-
used. . . .

1.5 "Licensed Process(es)™ shall mean a process for making <process
description> which is covered in whole or in part by (i) a pending claim
contained in a Patent Rights Patent Application or (ii) a valid and unex-
pired claim contained in a Patent Rights Patent.

ARTICLE II - GRANT

2.1. M.I.T. hereby grants to LICENSEE a worldwide right and license
to make, have made, use, lease and sell the Licensed Product(s) under the
Patent Rights, and to practice the Licensed Process(es) to the full end of
the term for which the Patent Rights are granted unless sooner terminated
as hereinafter provided. :

2. 2 In order to establish a period of exclusivity ‘for LICENSEE,

M.I.T. hereby agrees that it shall not grant any other license te make,
have made, use, lease and sell the Licensed Product{s) or to utilize the
Licensed Process(es) during the period of time commencing with the
Effective Date of this Agreement and terminating with the first to occur
of: P
f(a) The expiration of <year A) yeara after the first

commercial sale of a Licensed Product or first

commercial use of a Licensed Process; or,

(b) The expiration of <year B> years after the

Effective Date of this Agreement.
11
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(c)

()

Make a first commercial sale of & Licensed Product and/or
a first commercial use of a Licensed Process within

‘<months E> months: from the Effective Date of this’

Agreement

Other milestones depending on invention being licensed.>

3.3 LICENSEE's failure to perform in aceordence;ﬁith'Paragrephs 3.1
and 3.2 above shall be grounds for M.I.T. tc terminate this Agreement
pursuant to Paragraph 7.3 hereof. T '

ARTICLE IV - ROYALTIES

4,1 - For the rights, privileges and license granted hereunder,
LICENSEE shall pay to M.I.T. in the manner hereinafter provided to the end
of the term of the Patent Rights or until this Agreement shall be
terminated as hereinafter provided:

- (a)

(d)

A license issue fee of <license issue fee> Dollers, which

_said license {ssue fee shall be deemed earned and due"

immedietely upon the execntion of this Agreement.

During the period of exclusivity, a royalty in an ‘amount
equal to <royalty percent>: percent of the Net Seles Price
of the Licensed Product(s) used, leased or sold" by or for

- LICENSEE or its sublicensees.

(c)

(d?'

During the period of nonexelusivity,:a'royelty:in an
amount equal to <second royalty percent> percent of the

" Net Sales Price of the Licensed Product(s) used, leased or

sold by or for LICENSEE or its sublicensees.

In the event,that LICENSEE's royalty payment to M. I T.

hereunder: for licensed operation during the calendar year

{calendar year> and each year thereafter during the
exclusive period falls below <annual minimum amount>

' ‘Dollars, LICENSEE shall, with its last report for said

years, pay to M.I.T., in addition to' the royalty payments

provided in the foregoing paregraphs, an amount sufficient

" to the above annual amounts,

| <(e)

Royalty rates for the Licensed Process(es) shall be as

negotiated >

4.2 As used here{n;.the'phrese "Net Sales Price" shall mean e
LICENSEE's billings for the Licensed Product{s) produced hereunder less’ the
sum of the following. :

(a)

Discounts allowed in amounts cuetomary in the trade;

13
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(b) Total billings for Licensed Product sold.
.-(c)-lAccounting for all the Licensed Process(es) used or sold

(d) Deductions applicable as provided in Paragraph 4 2
f'(e).-Total royalties due. | |

1<f)e.Names and eddresses of:alljsubiieeneees of LICENSEE.

(g) Licensed Products manufactured and sold to the .United
. 'States Government. (No royalty obligations shall arise
. due to use by, for or on behalf of the United States
_ Government in view of the royalty-free,. nonexclusive
license heretofore granted to the United States
Government). ‘ ‘

(h} _Annualiy,-tﬁe‘tICENSEE s certified financial statements
= for the preceding twelve (12) months including, at a
minimum, a Balance Sheet and an Operating Statement

5.3 With each such report submitted, LICENSEE shall pay to M.I.T. -
the royalties due and payable under this Agreement. If no royalties shall
be due, LICENSEE shall so report. - . R

B

ARTICLE VI - PATENT PROSECUTION

6.1 M.I.T. shall apply for, shall seek prompt issuance of, and
maintain during the term of this Agreement the Patent Rights set forth in
Appendix A. -The prosecution and maintenance of all Patent Rights Patents
and Applications shall be the primary responsibility of M.I.T.; provided,
however, LICENSEE shall have reasonable opportunities to advise M.I.T. and
shall cooperate with M.I.T. in su¢h prosecution and/or maintenance.

<6.2 Payment of all fees and costs relating to the prosecution and
maintenance of the existing Patent Rights set forth in Appendix A or
additional foreign or domestic filings under the Patent Rights shall be as
negotiated by the parties > :

ARTICLE VII-- TERHIHATION

7.1 If LICENSEE ahall become bankrupt or 1nsolvent, or shall file a
petition in bankruptcy, or if the business of LICENSEE shall be placed in
the hands of a recelver, assignee or trustee for the benefit of creditors,
whether by the voluntary act of LICENSEE or otherwiae, this Agreement shall

~automatically terminate. . .

7.2 Should LICENSEE fail in its payment to M,I.T. of royalties due
in accordance with the terms of this Agreement, M.I.T. shall have the right
to serve notice upon LICENSEE by certified mail at the address designated
in Article XIV hereof, of its intention to terminate this Agreement within
thirey (30) days after receipt of said notice of termination unless:
LICENSEE shall pay to M.I.T., within the thirty (30) day period, all such

Pl
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either party to obtain judicial resolution of such issue, unless an order
staying such arbitratio n proceeding shall be entered by a court of _
competent jurisdiction. Neither party shall raise any issue concerning the
validity, construction or effect of any patent licensed hereunder in any
proceeding to enforce any arbitration award hereunder or in any proceeding
otherwise arising out of any such arbitration award

ARTICLE IX - INFRINGEMENT

" 9.1 LICENSEE and M.I.T. shall promptly inform the other .in writing
of any alleged infringement of which it shall have notice by a third party
of any patents within the Patent Rights and provide such other with any

. available: evidence of infringement. '

9.2 During the term of this Agreement, M.I.T. shall have the right,
but shall not be obligated, to prosecute at its own expense any such
infringements of the Patent Rights and, in furtherance of such right,
LICENSEE hereby agrees that M.I.T. may join LICENSEE as a party plaintiff
in any such suit, without expense to LICENSEE. The total cost of any such
infringement action commenced or defended solely by M.I.T. shall be .borne
by M.I.T., and M.I.T. shall keep any recovery or damages for past
infringement derived therefrom. S : .

9.3 If within six (6) months after having been notified of any
alleged infringement, M.I.T. shall have been unsuccessful in persueding the
alleged infringer to desist and shall not have brought and shall not be
diligently prosecuting an infringement action, or if M.I.T. shall notify
LICENSEE at any time prior thereto of its intention not to bring suit
against any alleged infringer, then, and in those events only, LICENSEE
shall have the right, but shall not be obligated, to prosecute at its own
expense any infringement of the Patent Rights, and LICENSEE may, for such
purposes, use the name of M,I,T. as party plaintiff; provided, however,
that such right to bring an infringement action shall remain in effect only
for so long as the licemse granted herein remains exclusive._ No .
settlement, consent judgement or other voluntary final disposition of the
suit may be entered into without the consent of M,I.T., which consent shall
not unreasonably be withheld. LICENSEE shall indemnify M.I.T. against any
order for costs that may be made against M.I.T. in such proceedings.

9.4 = In the event that LICENSEE shall undertake the enforcement
and/or defense of the Patent Rights by litigation, LICENSEE may withhold up
to fifty percent (50%) of the royalties otherwise thereafter due M,I.T.
hereunder and apply the same toward reimbursement of its expenses,
including reasonable attorneys’ fees, in connection therewith. Any
tecovery of damages by LICENSEE for any such suit shall be applied first in
satisfaction of any unreimbursed_expenses and legal fees of LICENSEE
relating to the suit, and next toward reimbursement of M.I.T. for any
royalties past due or withheld and applied pursuant to this Article IX.

The balance remaining from any such recovery shall be ‘divided equally
between LICENSEE and M.I.T. :

9.5 In'the event'thet a declaratory'judgement;eotion_alieging
invalidity or non-infringement of any of the Patent Rights shall be brought

17
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ARTICLE X1I - NON-USE OF NAMES

LICENSEE shall not use the names of Massachusetts Insti-,
tute of Technology nor of <inventors> nor any adaptation thereof in any
advertising, promotional or sales literature with-.
out prior written consent obtained from M.I.T. in each case, except that
LICENSEE may state that it is licensed by M.I.T. under one or more of the
patents and/or applications comprising the Patent Rights. :

 ARTICLE XIII - EXPORT CONTROLS

It is understood that M,I.T. is subject to United States laws and
regulations controlling the export of technical data, computer software,
laboratory prototypes and other commodities (including the Arms Export
~Control Act, as amended, and the Export Administration Act of 1979), and
that its obligations hereunder are contingent on compliance with applicable
United States export laws and regulatioms, The transfer of certain
technical data and commodities may require a license from the cognizant
agency of the United States Government and/or written assurances by
LICENSEE that LICENSEE shall not export data or commodities to certain
foreign countries without prior approval of such agency. M.I.T. neither
represents that a license shall not be required nor thst, if required it
.shall be issued, .

ARTICLE XIV - PAYMENTS, NOTICES
AND _OTHER COMMUNICATIONS

Any payment, notice or other communication pursuant to this
Agreement shall be sufficiently made or given on the date of mailing if
sent to such party by certified first class mail, postage prepaid,
addressed to it at its address below or as it shall designate by written
notice given to the other party: .

In the case of M.I.T,:
Patent, Copyright .and Licensing Office
Massachusetts Institute of Technology
77 Massachusetts Avenue, Room E19-722
~ Cambridge, Massachusetts 02139
In the case of LICENSEE:

L4 company>
{address>

19
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UNIVERSITY

8T. LOUIS, MISBSOURI 63180 _
OFFICE OF'_THE ASSOCIATE VICE CHANCELLOR FOR RE_sEAHCH

(314) 889-5889
EDWARD L, MACCORDY = o S H.S. LEAHEY

ASSOCIATE VICE CHANCELLOR

ﬁlRECTOR. RESEARCH CONTRACT AND

FOR RESEARCH September 30, 1985 - LICENSING ADMINISTRATION

Norman Latker '._ /ffy S

OPTI | S <7 .

Room 4837 - : Z
Department of Commerce

14th and Constitution, NW. | N '(t‘c>£%f7 )¢j?,@aﬂ

Washington, D.C. 20230
Dear Norman:

Enclosed is a copy of the Washington UniverSit&-Monsanto Biomedica1_
Agreement which you requested. _

Please note that we wish to restrict distribution of this Agreement
and request that you inform us and receive permission from the University
prior to further dissemination of the Agreement by your organization.

Please do not hesitate to contact me to discuss the Agreement in
detail. ' ' ' : : '

Director - -

Industrial Contracts & Licensing

Very truly yours,

Enclosure
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WHEREAS, Monsanto has personnel and facilities for the

conduct of research, for the development of new products and

processes based on scientific research, and for efficient large

scale manufacture and distribution;

' WHEREAS, Monsanto seeks to utilize the fruits of

 scientific research as a source for the development, manufacture

and distribution of new products, especially products for meeting

human needs;

‘WHEREAS, the University and Monsanto recognize that each
can benéfit from a relationship in biomedical research_éxtending
over a span of years that will provide present and potential

financial support for the University, potential benefit to health

- care consumers and potential ccmmercial benefit for Monsanto,

while enhancing Ehe“underStanding'and work of their réspective

scientists by closé ‘interaction among them;

_WHEREAS, the University and Monsanto believe that
industrial support of biomedical research can lead to enhancement
of their respective capabilities and render important long range

benefits to the University, to Monsanto and to society;

WHEREAS, the University and-HonséntO'bélieve tﬁat
biomedicai inventions are likelj'to be brought' into publicfuse
for public benefit through the incentive 6f.the protection of
the Patent System utilized by the partiés.tg make available
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NOW, THEREFORE, the patties hereto agree as follows:

 ARTICLE I

PURPOSE AND SCOPE”OF:THIS-AGREEMENT

The'ﬁdrpdSe of the preéent.Agreemeﬂtais'td prbvide a
contractual framework to govérn conduct of this collaborative
 effort under which multipié'reéearCh Ptqjects {as hereinafter
defihed) can be under taken. This Agreemeft is designed to recite
~ the coﬁtraétuéi'provisiOns thdh would aﬁply to all Projects
authorized by théTAdviSOfy Committee under the Program (as

hereinafter defined).

ARTICLE II - DEFINITIONS

2.1 “Prbgram“ means ail'reSearéhuactivities'performed
by or for the Uni#ersity underﬂthis'Agreemént_which_a:e |
.authorized and funded by the Advisory Committee (as hereinafter
defiﬁed):aﬁd“Pfdgfam Diréctof'from'fihahdiai'support provided by

Monsanté;

2.2 ;Projecti_means a-specific}fgSearchractivity which
has been'authoriZed ahé'fundéd'by:the‘Advfsbry‘Committee from
fiﬂaﬁéiél support provided by Monsanto under tﬁe Program.

_Pfojécts shall be of three types:

-



2.4 'Pronect Investigator' means the scientist in

charge of a Project and respons1b1e for its conduct in accordance
with the terms of the.Pro;ect award and the accepted operating
policxes and procedures of the Universxty. A Project Investigator
'rshall be a faculty member qualifled to be a pr1ncipa1
investigator on reSearch_prOJects sponsored by government and

nationally reputable“agencies.

jZ;S' “Technzcal Developments“ means any and all

1nvent10ns, dlscoverxes, advances, know-how, processes, devxces,_
machznes, materials, software and other information arising from
the Program, whether or not the same are patentable, -

copyrightable'or'Otherwise-protectable by law.

| | 2.6*2"Patent" meanS'any patent, certificate of-
invention, inventors certificate, utility model or sinilar form
of protection;'or'piant patent or other form of protection of
Plant material, granted.anywhere=in the world coverinq an
1nvent1on which is a Techn1ca1 Development, and owned by the

Univer31ty or in which the University has 11cen31ng rights.

2.7 "Licensed Product® means any"product COéered by a

claim or made by or used in a process covered by a claim of an
_uneipiredlﬁatEnt_at the time and in the country wherein the
product'is manufaCtured, used or sold, which claim haé not been
adjudzcated 'invalid in a fxnal -adjudication from which there can

no longer be an appeal, and which Patent is licensed ko Monsanto

6= ' o <



such elections and the parties Shall;negotiateninmgood faith .:
mutualiy acceptéble financial térms and'time gxténsions, hot to
exceed'tﬁﬁ (2) years in duration, prior td the exgi:a;ion of this
Ag:ééménﬁ,' All other televant.termé of this Ag:eement shall

apply to such terminal Project continuations.

ARTICLE IV - PROGRAM ADMINISTRATION

4.1 The érogtam”shall-be,ﬁnder the direction of the

- Advisory*Committee'chaifed by the Prog:am;Director, Dr. David M.
Kipnis; who shall be assisted by seven (7) 6ﬁher Committee
members including three (3) members, namely, Dr. Luis Glaser, Dr.
'-Paul'ﬁacy,'énd Dr. Joseph Davie, appointed by the Ugive#sity and
four (4}”mémber§, namely} Dr. Howard A._Schnéiderman@_bt._G..' |
Edward Paget, Dr. Louis Fetnandez and Dr.. David C; miemeie?,

| appointed by MonSantp. The University and Monsanto |
representatives on ﬁhe Advisory Committee, othér.than the ?:ogram
Difector; may"bé'changed at appropriate intefvals by.either of

the parties with timely notice to the other party.

| 4.2 Ali'actiOns'to appro#e,_deﬁerlor_disapprove Program
acfiGiEiés'and'toffund'new Prdjects, to p:ovide'supplementalsor
.continuatidn'support to previously aépfovedfProjects;o:
'aétibitiES, ahd to discontinue previously apgﬁoved Piojects ér
activities shall be taken in convened meetings of the Advisory
Committee.  Any such action shall requiré:épbfoval of a majority
| of_thé members of the Advisory Committee;li.e., at least five (5)
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may have any matter related to the conduct of the Program placed
on the Advisory Committee agenda for the nert or forthcom1ng
meetrng by maklng such ‘a request in writing to the Program
Director sufficientlf in advance of the meeting to ailow adeqUate

preparation for a productive discussion of the matter.

4.5 The Program Director shall, after each meeting of
the Advisory Committee, dlstrrbute to all Comm1ttee members,
whe ther present at the meeting or not, a wrltten summary of

_matters con51dered and actions taken.

4.6'_Should a member‘of the _Advisory.Committee not.be.
able to attend a giéen'meeting, an alternate represehtative_mag
be designated‘by:so notifying the Program Director oh a'meetihg
by meetihg basis. If the Program Director is:unable.to attendha'
meetlng of the Advisory Committee, he may de51gnate another |
University member of the Advisory Committee to chalr the meet;ng
. and perform the functions of the Program Dxrector at that
'meetlng. However, it is understood by the partles that the
' effectrveness of the Advisory Committee will be promoted |
by contlnulty of membership and regular attehdahce at meetings by

members.,

ARTICLE V - PROJECT SELECTION AND’IMPLEMBNTATION'

- 5.1 The Advisory Committee shall decide on both the
Exploratory and Specialty Pr03ects which are to be supported

=10-



members of the Aﬁiisory Committee at"least.oné}(l) month prior to
the Committee meeting at which such requests are to be

congidered.

5.5 Whenever the Advisory Committee has identified a
fieldubf reséarch_of mﬁtUal-interesE, and-ha§ received an
acceptable Project proposal, a Project maY‘be created by the.

authorization of the Advisory Committee'in'writing; The Project

authorization shall identify the Project Investigator, define the

research activities:to"bé pursued, the level of effort to be

‘devoted to the Project by the Project Investigator, include a

~ budget covering all costs of such research, define the time

duration and such other terms and conditions as may be agrqu?to

and be approved by the Project Investigator consistent withfﬁpe

_ purpbses and conditiosns of this Agreement.

5.6 With concurrence of the Advisory Committee, and in

furtherance of productive interaction between scientists of

Monsantb;and‘thbée“of”thé UniVersity,-Monsanto'representatives on

the Committee shall designate a Monsanto Project Scientist who

shall act as the primary contact with'each'Project'Investigator

during the COnGuC£‘6f'a given Project.

5.7 The Program Director shall Submit to Monsanto in
writingISumméty reporté'bf all important f1ndings and results as

soon as available and detailed annual Prograﬁ-reports on each

‘ahnive:sary of this Agreement. The annual reports shall include

=12=



6.3 It is antlcipated that interaction between the
Pto;ect Investigators and Monsanto Pto;ect Scientlsts will
identify'faCilitieS“and capabilities of Monsanto which may be
used by University scientists to enhance the progress of
Projectsl Moreover, it is appropriate that evaluation of the
oommercial'pOtentiaI of research leads and products be addressed_
through the inte:actioo of the Project Investlgators and the

Monsanto Project Scientists.

ARTICLE VII - SCIENTIFIC REVIEW PANEL

7.1 'To“assessfthe:scientifio mé;it_and cost .
effeotiveneSS of Projects supported by the Program, the parties
hereto récognize the need for periodic review by an_ihdependent

‘panel of scientists,

7.2 During the thiod year of the initial'te;m of this
Agreement and every two (2) years théreafter, the Adéisory_
Comﬁitteé“shall'oommission-a scientificoreviéw panel comorising
at least four (4) diStinguished scientists, not employees-of;‘
ﬁonsonto or members of the University staff}:ﬁo review all
then-current Project work and to appraise the directionrof the
Program, both qualitatively and quantitatively. Composition of
" the feview panel should be designed to include 8cienfists having .
clioioal and pharmaceutical orientation as_wéil ag academic

orientatioﬁ._“



following expenditure schedule reflects the approp:iate"

-aliocation of funds:

Contract Exploratory

Year

82/83

83/84
84/85
85/86
86/87

Total

@ wm A Aan

Projects

1,500,000
1,600,000

1,700,000

1,800,000

1,900,000

8,500,000

Specialty '
- Renovation Projects

Projects

$ 1,500,000
$ 3,000,000
$ 3,800,000
'$ 4,500,000
'S

15,000,000

Construction and

in accordance with Paragraph 8.9. The partiethe;eto believg the

Contract

$
$
$
$.
$

(See Para.8.4)

Year Budget

3,000,000
3,800,000
4,700,000
5,600,000
6,400,000

23,500,000

Thé'initial'coﬁtract year shall,:pn”from the effective

date of this Agreement th:ough June 30,11983,; SQbsequént contract

years shall run from July 1 through June 30.

*'?The'Contract'Year,bndgets above recited, commencing with

the second contract fear.(Juiy 1, 1933.thrdhghlauhé 3D, 1984),

shallrbé adjgsted using thé’GNP Deflator Index in the following

manner: -

{a) A base'ihdék will conéiSt of an’averagé*of

 the_GNP-Def1a£6i ihdek £igufes_f6r”the four
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afte:_i£ is'fi£St published, calculations herein shall be based
on the final index for a quarter, if available, and otherwise on

the most recent revision available on June 1 immediately

pteceding the s;art of the contract year for which calculations -

are made.

- 8.3 It is recognized that the occurrence of
expenditures during a cont:act year is primarily dependent on
Project spending plans authorized by the-Advmsory Committee
dufing the cu:fent and any pfibr years. Neveftheless, Monsanto
is not obligated to reimburse the UniveiSity fdt'expenditures
incurred during, or carried forward into, an§ cdntraet year in
excess of the total amount of the contract yeer budget shown ‘on
the expenditure schedule in Peragraph 8.2, as it may.have been:
adjusted under the prOV151ons ‘of Paragraph 8.2 and 8.9, unless
the parties mutually agree to modify said total amount by formal'

amendment_to this Agreement.

~8.4 All Program funds shall be '.administered by the
Progfam Director who shall allot funds, with:the appfoval oflthe
Adgieery Committee as épeeified.in Articie 1V, to Project.
participanfs. By unanimous consent the3Ainedry Comnittee may

reallocate among Project types up to 10% of the total funds for

. any contract year énecified in thefschedule'of Paragraph 8.2, as

such annual total may have previously been modified by Monsanto
under Paragraph 8.3 or by the Advisory Committee under Paragraph
8.9. Such reallocation of contract year funds may be among the
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 supporting details to Monsanto showing actual spending by

Univereity'enpense-category for each Project for which
reinbursement'of expenditures is being requested..Each invoice
shall ‘also show cumulative expenditures to date for each such
Project againSt'the'approéedrprojectobudget'and cumulative total .
P:ogtam expenditures for the contractiyear‘against the current

contract year budget shown on the expenditure schedule in

‘Paragraph'a.z as it may have been previonsly adjusted under the

.p:oviSions of paragraphs 8.2 and 8.9.

8.8 Monsanto agrees'to pay the"University p:omptlytupon

receipt and approval of the'ﬂniversity's invoices provided under

'Pa:agtaph 8.7 up to the level of the ‘contract year budget set

forth in'Paragrapn 8.2, as such contract year budgetﬁnay.have

been adjnsted unaer the provisions of Paragraphs 8.2.and 8.9;

8.9 If in any contract year there is an overrun of the

_contract year budget the excess expenditures shall be carried

forward and be paid from the following contract year budget. If

“in any’contract year there is an underrun of the contract year

budget (herelnafter in this paragraph "the current contract year
budget'), then with the unanimous consent of the Advisory
Committee the underrun=amount may be carried over as an_addition
to the'following contract year: budget. The approved amount f:om
the'cnrrent contract year budget which is to be carried over
shali'be"adjusted bY'a multiplier calculated by dividing the
multfoliet'fron”Paragtaph 8.2 for the following contract year
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. sideration relevaht factors, including‘relatiQe increases in
indirect costs made in other research agreements, including -

government agreements.

ARTICLE IX - PUBLICATIONS AND REVIEW OF TECHNICAL DEVELOPMENTS

9 1 The UniverSity faculty members participating in

Projects are at 11berty to publish the results of their research'
subject to the prOV151ons of Paragraphs 9. 1, 9 2, 9.3, 9 4 and
9.5. Project awards will require that part1c1pants prov1de
copies of all abstracts and articles, in the best. form then
available, proposed to be submitted for publication in sufficient
time to permit the Program Director to prov1de same to a Monsanto
member of the Advisory qOmmittee at_least-one (1) month prior to
. submission to acpublisher orlother third'party. The f%béram“’
Director shail immediately determine that a7Monsanto‘member has -
received a copy of each such proposed abstraCt'aud'article."'The
Program Director shall also promptly prov1de to a Monsanto member
a final copy of each abstract and article as submitted for

publication.

: 9. 2 Honsanto‘shall promptly review such proposed
abstracts and articles to determine if potentially patentable
Technical Developments are disclosed and shall promptly
thereafter inform the University whether delay of submission for
publication or other public disclosure for a reasonable time will'
be required to establish Patent rights of reasonable sc0pe.
._Disputes concerning such delays shall be referred to the Advisory
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results from Pfogram“activities shall acknowledge that support

for such research was provided by Monsanto.

9.6 Upon wtiften'reQuest to the Advisory Committee,
Monsanto shall receive adequate samples of all available
sclentxflc materlals isolated or developed: in the Program, and

shall have the rlght to use the same for research and/or

commerc1a1 purposes, ‘but subject to the’ prov151ons herein with

respect to confldentlallty, Patents and licenses. _Monsanto s
rights to'reCeive_and use samples as provided in this éaragraéh
9.6 shall not be denied but shall be subject to reascnable
modificaﬁion.for'good reason as deemed necéssary by the Advisory

Committee,

ARTICLE X - CONFIDENTIALITY

10.1 Technical Developments and Patents shall be the

- sole and exclusive property of the University'subjeCt to the

license_gights"pfovided under Article XI.

10.2 Monsanto shall take: reasonable precautxons to

safeguard, in a manner comparable to that used to protect its own

.conf1dential technical information, unpublished Technical

Developments and not disclosé the same ‘to others for.a period of

'two_(z) years after reCeipt: provided, however, thatlaonsanto

shall net be liable for unauthorized disclosure of Technicel

Developments in spite'bf:such'precautions. With respect to any
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applications.

| 10. 4 “Close cooperation between Monsanto personnel and

: University personnel in the conduct of activities required by or
contributing to the purposes of this Agreement may involve the |
disclosure of Monsanto confidential informatioo to suph_.
-University.personnelt Sihce,'as a prectical matter'the
University is not able to make commitments of confxdentlallty on
'behalf of its faculty nor control the confldentlal 1nformat10n
dlsclosed to them, 1t:sha11 advise all Program and Project
partioipents_that'they will be required to sign in advance of

- receiving Eonsonto'Confidential information'personal comﬁitments
of_confidentialityfas ﬁonsanto deems necessary:in the .

circumstances. -

ARTICLE XI - PATENTS AND LICENSING

.11.1' whenever the University reaSOnab;y feels a need
theteﬁdrﬁit may requeet Monsanto to provide in writing a
'_ preliminary indication of its current interest in commercieiizing
| Techhioal'DevelopmehtSHresultiog from a-Project. However,

Monsanto shall not be obligated toc carry out COmmercializetion.

_11.2-”Honsanto ehall have the right end oblidotioﬁ_to
mbnitbr'progreSS of each Project through'its representatives on
the'edvisory COmmittee:and'through access to Univereity Program
participants and reports, or by such other‘arrangements as may.be
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11.5 Wwhen Monsanto has indicated?its:iﬁﬁefest-in a
_iicenée ﬁndet prospective Patent rights to an invention it shall
promptly cause its pateht attorneys to filé and prosecute in good
.faith_a United States Patent application on such‘invehtion.
ﬁonsanto shall also effect the filing and good faith prosecution
bf foreign Patent appliéaiions corresponding to the United States
- application in whatever countries Monsanto by written notice to
the University indicates its interest in a license under

prospective Patent rights.

11.6 Until such time as Mdnsénté notifies thé University
in writing'thét it no longer has an interest in a.licénse, or
uhtil the expiration of the time specified in Paragraph 11.14
durihg which time Monsanto has not given nOticé of its election
to také a license, Monsanto agrees to bear the cost for filing
' and'érosecution of Patent applications under Paragraph 11.5 and
the issuance and maintenance of Patents thereon. Monsanto shall
not be required to proéecute any such Patent applicatioh beyond
the inn; of final rejection by the assigned Primary.Examiner in
the United States Patent and Trademark Office or the equivalént
stage of prosecution if a foreign aéplicatioh.' The University,
at no cost or obligation or liability to Monsanto, may'také
action to file or prosecute any Patent application or have issued
or maintain ahy Patent on which Monsanto elects not to take such
actipn. Any such.election by Monsanto'shﬁll be promptly
- communicated to the Univérsity and in adequate time to allow the
dnivefsity to take sdch action if it so desires. Monsanto's
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right to a iicensg thereunder shall not thereby be diminished.

11.7 With respect to patent ‘applications ﬁiled'anE __
p;osééuted and Patents issued ot maintained by Monsanto under
Paragrabhs 11.5 and 11.6, the University at its own expense may
désijﬁate:aﬁd retain:patent_counsel of its.own.who shall be
permittedfio review such Patent appliéations and proposed |
responses to Patent Office actions thereon and-issﬁancexand
.mainten;nce of Patents and to consult with Monsanto's patent
attorneys before Monsanto takes action thereon. However, the
c6n£f01 ofISQCh'filihgs,'prosecutions;.issuances and maintenances
" shall rest with Monsanto unless it elects to reiinquish such
control to the University under Paragraph 11.6 by timely w;itten
notice. The University may at any time elect.by notice in
~writing to Monsanto to assume at University's cost those |
activities undertaken by Monsanto under Paragraphs ‘11.5, 11.6 and
11.7 on behalf of the University in regard to any Patent
applitatidh or Patent, and Monsanto's right to a license

thereunder shall not thereby be diminished.

'il;B Title to all Patent applications and P&ténts'
issuing thereon covering Technical Developments made.only_sy
ﬁniversity or non-Monsanto personnel or jointly with Monsanto
pefsbnnel shall be in the University. Any royalties payable with
respédt to the latter shall take into consideration the relative

contributions of the University and Monsanto coinventors.
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claim it may have-against3nonsanto or its'empioyees'for'injury,-
loss ot damage resulting from acts of omission or commission by

Honsanto, its employees or agents, in connection with the

'preparation, filing and prosecution of Patent.applications and

the obtaining and maintaining of Patents covering Technical

_DeVeiopments.

| 311.12: Each inventor of_a,potentialiyrpatentabie Technical
Development, no later than'the time of signiné a Patent‘
application thereon, shall be requested to agree, fdr_the
considerations recited in Paragraph 11.11;-to'makedno ciains |
against and to waive any claims he or she may}have against o
Monsanto or its employees for injury, loss or damaggﬁresﬁlting
from acts of omission or7commission by Monsanto, itsﬁemployees ot
agents, in connection with-the preparation,_fiiing and .. - |

prosecution of Patent applications and the ootaining and

- maintaining of Patents covering Technicallnevelopments. Should
any inventor decline to so agree, any Patent application on such

| Technical Development'shall be filed and prosecuted'and Patents

obtained and maintained by the Univer31ty, at its own cost, and

Monsanto's right to a license thereunder shall not thereby be

diminished."

11.13 Noththstanding any other prov1310n of this
Agreement, the University: agrees to hold harmless, indemnify and
defend Monsanto and its employees_from ail liabilities, damages,
costs, expenSes (including attorneys,fees)and_losses'resulting
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under'thiszaétéemen; the parties'shall_cdnSidéf the benefits

relative tollicensing'asfdistinguished from transfer Qf title.

11.16 The Univéﬁsity agrees to grant and hereby grants to
Monsanto an irrevocable, world-wide, paid-up, non-exclusive
license, to'make,:héVe made, use énd sell, including the right to
grant sublicenses, on all Technical Developmeﬁts which are not
.coveted‘by'PaEénts. MohséntoVag;ees to indemnify the University
for liability'arising'froﬁ use of Technical Deveiopmeﬁts licensed
under this ParaQraph‘ll;lé;'and"from use, sale or other
dispositidh of‘prOducté méde by use of the-said Technica1
Developments, by Monsanto, its affiliates, sublicensegs.or any
party acting bn'behalfﬁof-same. This prb#isian shallisurvive

termination of this Agreement..

il.i?ﬂ The University agrees to.grant:to Monsanto licenses
on patents sécured-Outside"thé”Program to Ehe extent the
. University has the right“to so license and to the exﬁent '
necessary for Monsanto to practice ‘Technical Developments. For
' such patents the grant shall be on terms,énd”conditidns
reasonable in the circﬁmStances-and shall include the.right to
grant sublicehses. Monsanto agrees to indemnify the_University'
for 1iabili£y_arising from use of such paﬁéntsflicenséd under
Ehis Péragraph 11.i7 and from use, sale or other disﬁosition.of
pkoducté'ﬁade by use of such patents, by Monsanto, its
.affiliateSQ sublicensees or any party acting_on.behaif of same;
‘this provision shall survive termination .of this Agreement.
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a) above is not met.

'xtequirement.that'du:ing_thg_period of
. exclusivity'nonsaﬁpp submit a product
'deveiopment;planispecifging its

‘reasonable estimatg'of‘;he'sqhedule.of

key events to marke; entry and provide
periodic reports of significant

modifications to the -plan and progréés

~against the plan to the University until
-market entry is_achieéed@ gnd'reqﬁirement

. that:the University retain in confidence

the information in said plan and reports’

and use,only_fo;_purpbsgs of the license,

right of Monsanto to sublicense others

provided the University is notified to

‘whom' the sublicense was granted.

a royalty schedule basgd_onlpet selling

price of Licensed Product sold by

Monsanto or its sublicensees. The

‘University and Monsanto recognize that

-lpatent.pro;ectiqn is only one factqr

- contributing to commercial success of a

product or process and that other

-~ factors, for examplésothe: patented
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rulés’of conciliation and arbitration of
~ the American Arbitration Association.

Any Such'érbitrdtion shall take place in
st Louis County, Missouri, before three
" (3) arbitrators, one of whom shall be
 'designated by Monsanto, one. by the -
'Univéréity:and‘the third By the two so
designaﬁed3- If one party fails to
.designate an arbitrator within thiﬁty
_(30)1dé§s after the designation.qﬁﬁan
-'arbitfétor'by-the othér party, the
arbitrator who should-have-been'chqsen by
" the other party shall be appointed by the
American Arbitration Association as sbon
‘as possible. In the event that ﬁhe said
two arbitrators designated by the parties
'are-ﬁnabie to agree upoﬁ a third
arbitrator within thirty (30) days after
the nomination of the last of the said
twb”érbitratoré, the third arbitrator
shali be-appointed by-;he Amé;ican:
Arbifration Associatiqn as soon as
-possible;-:None of the_arbitrators:need
be designated from any_panel published by
the American Arbitration Associatibn or
any other arbitration association. The
'*ﬁrbitratbrS}shall apply the laws of the
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h)

i)

_against one-half of the royalties due the

Unive}sity-héreundef from sales of the

same Licensed Product. -

right of annual audit to confirm
royalties on béhalf of the University by

a firm of accountants to which Monsanto

“has no reasonable objection.

indemnification of the -University by

‘Monsanto for liability. arising from the

manufacture, use, 'sale or other

- disposition of Licensed Products, by

Monsanto or its affiliates, sublicensees

‘or any party acting oh,behalf of same.

'This provision is to survive termination

of'theflicense.agreeﬁen;.
law of'Miséouri shall_apply. |

such other provisions as the parties may

 mutually desire, and, .in the case of an

exclusive license of,anhinvention.iointly
supported by the government, such -
proviSions as the government may have
validly required the University to

include.



(3)

(4)

-bringing the suit, theﬁ the gxpenses
0f the other party hereto if

:tepresented;by_gqunsel;'and the

balance shall be divided two-thirds

to the party bringing the suit and

one-third to. the other pa:ty,_qn1gss_

“the parties agree otherwise,

{BefOre.bringinQ suit Mpnsango shall

fully inform the University, and

give careful consideration to the

‘yiews of the.Unive;sity in making

“its decision whether or not to .sue.

If Honsanto decides tqisug éhq;_
idniversity is a legally.indispénsble
‘party, the University shall have the
‘right to assign to Honsanto,ali_of ,
'the~University's rights, title and_r

 interest in the Patent or Patents |

‘concerned, in which event suit by

Monsanto on such Patent or Patents

shall thereafter be brought or

continued solely in its name if the

 -:Universityuis no longer an

.indispensable party. 1Patents-éo

:assigqed by the University to
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11.21 qun‘theiihdication bj-Monéanto df'anginﬁetest_;n
any Téchnicéllnevelopments and that Monsanto dgsireé_to commence
activities directed at transferring such technologyéto.its_
laboratories, then'the.Prqgram Director shall'pa:tiCibaté with
Monsanto representatives, the Project Investigaforséand others as
may be approptidté to work out mutually acceptable agtiqnﬁ_to be
taken to_effect such technology transfer, iﬁclgdingiactivitiés
.contemplated under Paragraphs 6.2 and 9.6, ali-at no added cost

to Monsanto.

ARTICLE XII - TERMINATION .

12.1"This_Agreement shall terminate on Juném3ﬂ, 1987
unless extended by mutual agreement of the parties under the
provisions:of Paragraph 3.2; ‘or unless earlier terminatgd_under

the provisions of Paragraphs 4.3, 12.2 or 12.3.

'12.2 In the event that either party to thié.Agreement
defaults or breaches any of the provisions_hérecf,:ﬁhe other
' party reserves the right to terminate this Agreemeﬁt_upon ninety
(90) days written'nOtiée to the defaulting party: prdvided that
if the defaulting party, within said ninety (90)_d;y period Cu:es
the said default or breach, this Agreement shall chﬁinue in £u11'

force and effect.

12.3 If either'party'shall become:inSOIVént; or shall
make any assignment for the benefit of creditors, Qr shall be |
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13.2 Thngnive:sity warrants :hat i;fdérries.sufficient'
Worker's Compehsation insur;nce to comply with the laws of |
Missourl and any other state where any of_ﬁhe_work_pufsuant to
this Agreement is performed with respect to the University's
persqnnel. Except as provided under Paragraph 13.3 it is
expressly understood and agreed.that Monsanto shall not be
responsible for or obligated in any manﬁef'to reimburse the
Uhiéersity or to pay aﬁy compensatory, speciai, exemplary or
consequential or other direct or indirect damaggs_in Fespecﬁ_of
any loss, property damage, personal injuries or loss of life
incurred in performance of the research'ﬁqu under this Agtéément_
other than that attributable in whole or in part to.Monsanto's. |
fault or negligence, and the University‘Shallrdefend@;indemnify
and'hold'Monsanto harmless (using funds chef than those paidlto
University pursuant to the provisions of Articlg VIIIihereof) |
from any and all claims, costs or 1iability for any'shch 1655, 
| démage, injuries or“lOSs.of life, other than that at;ributable.iﬁ
whole or in part to Monsanto's fault or negligence. |

'13.3 Monsanto agrees to defend, indemnify aﬁd hold.the
University harmless ffom any ahd all élaimé.‘costs or liability
for ény loss, damage, injury or loss of life, other tﬁan that
attributable in whole or in part to the University's fault or
negligence, arising as a result of any qusaﬁto Empléfee working
in the.laboratories of.the University as provided under Paragraph

6.2.
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Cay

If to ﬂbhéahto,'EOé'

G. Edward Paget, M.D. ‘f
Diregtbt;'Héalthfcare-nevelopment'
Monsanto Company, O02F

800 North Lindbergh Boulevard =

'St. Louis, Missouri 63167

with:a copy to:

Mr. John E. Maurer

' General Patent Counsel:

Monsanto Company, E2NA

800 North Lindbergh Boulevard =

" St. Louis, Missouri 63167

b)

If to the Uniﬁersity, to:

David M. Kipnis, M.D.
Chairman, Department of'Medicine

Washington University School of Medicine

:'GGdeouth Euclid Avenue

St. Louis, Missouri 63110
with a copy to:
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16.4 The_argicle headings used in this Agreement are for

‘convenience only and form no part of the Agreement.

16 5 This writing constitutes the entire Agreement
between the parties hereto relating to the subject matter of this

Ag:eement_and there are no understandings, representa;ions or

“warranties of any kind éxcept as expressly'ptovided_hepein.

Neither this Agreement, nor any term or provision thereof, may be
discharged, waived, released; abandoned, changed or modified
except by an instrument in writing signed by a duly authorized

representativeﬁof_éach'qf the patties toxthis'Agreement. If

‘either party desires a modification or change of any kind in this

Agreement, the parties shall, upon reasonable notice of the
proposed.moﬂifiCatibn'or change by the party desiting;the change,
confer in good falth to determine the desxrablllty of such

modlflcatlon or- change.3

. -16;6.”The pérties,agree that it ig the intention of
néithe; party to violatg.any valid federal, state and local laws
and regulations;_that if any sentence, paragraph, clause, or
combination of ﬁhe same in this Agreement is in viola£1on'of any
applicable 1aﬁ or regul&tion, or is unenforceable or void for any
:e&son.whatsoever, such;sentence, paragraph, clause or
combinatidns of the same shall be inoperative and the.remainder

of thé'Agréement shall Eemain binding upon the parties.
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 EXHIBIT A

AGREEMENT OF PROGRAM PARTICIPANTS

_ The purpose of the following aéreement is to describe
the responsibilities of and to enlist the support"and:cooperation
of research participants and to insure compliance with relevant

University policies.

Therefore, as a participant'in'a research prbject under
the Biomedical Research Program sponsored and funded by Monsanto

Company, I agree to abide by the following terms and"bohditions:

1. PATENTABLE INVENTIONS:

(a)' Paiticipaﬁts will proﬁptly‘disciosé:to:fhe:Uhiversity'sf
Prqgram.ﬁitedtor any potentially paﬁéntableéinVention or

i F;hdvel_scientific'development they'prdduce in any research
Project fundéd by'Monséntb; Such'discldsuré”wiil occur

prior to disclosure to any othér'hoh;?rbgram participant.

(b} Participants will, upon request, éSSign;rightsﬁto
patentable inventions to the University so'ﬁhat it may

grant reqdired licenses to the sponsor.

(c) Participant'invgﬁtOrs will'cbbpetate with MOnsanto_and

o



*'" - be made available to Monsanto for its evaluation and

general use.

(b) ‘sﬁ¢h:teséétch prodiucts may be madé'availabie to other
research scientists:at non-profit institutiohs according
‘to normal academic practice. However, recipiént
scientists should agree'not to further distribute‘éuch
'fesearch prdduétS‘and not to use them for the benefit of
"another coﬁmercial firm. Distribution of'potentially
'patentable research prqducts.should not be:made until
Monsanto has evaluated paténtability'and, if .
 appr6pﬁiate;’fi1éd a paten:'appliéation.

w—

3. PUBLICATIONS:

(a) Scientific advances made under this=reséarch.ptogkam

will be freely;reported in the scientific literature.

(b) Two (2) copies of each proposed publicatioh, inéluding
 abstracts, in the best ‘form then available will be
e _ :provided to the Program Director at least one (1) month

'befo:e being submitted for publicatlon.

(éf' Based on a review by Monsanto patent attorneys of the
proposed article, a brief delay.in'itsfsubﬁission for

publication may be necessary to allow the?filing of

adequate patént applications. Such brief délay may
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(d)

These University and Monsanto sciéntist#_w}l}, as

 nécés§afy,7identi£y Honsanto'special facilities and

‘capabilities which may be used by the Project

'Invéstigator to enhance the progress oirhis[he:gp:oject.

Project Inﬁestigato:s wil1,_gpon_réquest'by ﬂoﬁsanto,
'proVide reasonable opportunities for individual Monsanto
.scientists and technicians to spénd time in theV:eSearch
“laboratories to learn newly deveioPed'techniqués, to
participate in the*ﬁesearch ifﬁthiS;ig,mqtually_
desirable, and ko assist in the transfer 6f ﬁe§1j‘
‘developed technology to Monsanto. . |

The cooperativeinature of this research program is.
éxpected to nécessitate the exposure:of Uniyegsity
participants to Monsanto confiden#ial technical
'infotmation; .For particiﬁants who may be so exposed

Monsanto will require in advance the signing of a

_personal agreement indicating the pa;tcipadts

- willingness not to disclose such Monganto'confidential

information to others.

1

5. AVOIDING CONFLICT SITUATIONS:

(a)

Participants in research projects under this program
must consider all other activities in which they are
engaged, or have a personal intgreét; or in which they

s-




reports which’ 1nclude summaries and conclusions.

-_Thé;above terms and conditions are understood and agreed to:

:f.l; Typed Name ' Other Project Personnel:
:Signature o Sig.
Date g 919.

_ Phone No.- | s | sig.
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MAKING COOPERATIVE RESEARCH

RELATIONSHIPS WORK

Seven case studies suggest guidelines for negotiating and zmplementzng successful C J

agreements between universities and indusiry.

David W. McDonald and Scott M. Gieser

University-industry cooperative research is being called
upon to play an increasingly important role in research
and development (7,2,3). At the same time, criticisms
and controversies have arisen concerning these
relationships and the effects they may have on the
institutions and individuals involved (4,5). In spite of
these concerns, the keystone for the promotion of
these joint rescarch relationships has been the belief
that the benefits received by the participants outweigh
the drawbacks. As the academic community and
business firms have become more familiar with this
form of interaction, much of the controversy which
initially surrounded these relationships has subsided
{6). However, many unanswered questions remain
about the implementation and workings of these
agreements,

An important question is whether or not there are
characteristics of these cooperative relationships that
particularly influence their effectiveness. If so, can
these characteristics be generalized and transplanted to
other agreements? In an effort to answer these
guestions, an investigation of several university-
industry cooperative research relationships was
conducted in 1984-85 to determine if there were
significant common factors that could be related to
their degree of success. The approach used was a study
of both current and completed relationships in several
unrelated research disciplines and involving both large
and small firms, The information was obtained by
having key people from both industry and the
academic institutions complete a questionnaire in
conjunction with personal interviews. After review of
the fields data obtained, seven detailed case histories
were developed. '

The relationships covered a variety of research areas:
Composite Materials, Computer Imaging, Fermentation:
Technology, Fiber Optics, Hybridoma Biotechnology,
Magnetic Materials, and Medical Tracers. The
universities were respected rescarch institutions in the
midwestern United States. The collaborating industry

David McDonald is affiliate professor of technology
management at Washington University, St. Louis, Missouri. He
is an independent consultant in the field of technology
management and is also a senior associate, Technology
Management Group, Pugh-Roberts Associates, Inc.,
Cambridge, Massachusetts. Scott Gieser is a research associate
with Lewin and Associates, Washington, D.C., a consulting
firm dealing with unconventional energy resources. He
received an M.S. degree from the Washington University

School of Engincering and Applied Science in 1985.
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partners ranged from small single-location firms to
large, transnational corporations. The agreements were
similarly varied, ranging from several months to several
vears in duration and thousands to millions of doliars
in funding. Two of the relationships had some form of
government involvement as well. A summary of the
relationships is presented in the table on page 39.

Despite the variability in the relationships considered,
all had three common stages that were the framework
for our evaluation: project formulation, project
execution, and project accomplishments. Topics
considered under the formulation stage included
contract negotiations and project inijtiation, while
project implementation and management were
examined in the exccution stage. Lastly, both the
measurable and qualitative results of the research
projects were covered in the accomplishments section.

Project Formulation

Of the seven cases developed, three were initiated by
the academic side of the relationship, two began with
the corporate sponsor seeking out the university
participant, and two resulted from federal government
programs designed to bring academlc and industrial
participants together.

Regardless of how the project began this study
showed that the more thought given in negotiating thc:
contract or agreement, the less the chance of
unexpected or unmanageable difficulties occurring
once the project begins. Key factors, such as the scope
and objectives of the project, the resources to be
contributed by each party, patent and publication
policies and the project management system to be
used, must be thoroughly discussed and clearly dealt
with in the contract. If a conflict or disagreement did’
arise at a later time, the more carefully negotiated
agreements were likely to contain provisions for
dealing with the situation in a constructive manner.

The value of foresight in these relationships was seen
in the Fermentation Technology agreement. In the:
middle of this collaboration, the principal university
investigator (PI) left the institution to take another
position. Anticipating this possibility, the participants
had inserted a clause into the contract covering
situations in which the PI would not be available for
two or more months. Because of this foresight,
hostilities between the participants were avoided,

Due to the complexity of issues involved in contract
negotiations, it was found to be helpful if the

’(W z/,um
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Collaborative Research Agreements Studied

Approximate o
Time Frame Amount of Funding Source of
Field of Agreement ($Millions) Funding
Composites - 1965-72 5.0 Governpment
(ARPA)
Hybridomas 1981-85 4.5 Company
Fermentation Technology 1983-85 0.5 Company
Fiber Optics 1984-86 0.3 Government
' (SBIR)
Medical Tracers 1984-86 0.3 Compatry
Compuier Imaging 1983-84 0.2 Company
Magnetic Materials 1978-85 0.1 ' Company

negotiators were knowledgeable both in the
technology under consideration and in the intricacies
of contractual law. Again, the Fermentation Technology
agreement serves as a good example. In this case, the
PI from the university and the project manager from
the participating company had developed a strong
working relationship from the carliest stages of
interaction, based on the mutual understanding of the
technology involved and the goals which they hoped
to accomplish. Translating this cooperation into a
formal agreement proved to be difficuit, however,
because of communication problems encountered
when the technologists, attorneys and contract officers
met 10 formulate the actual agreement. As a
consequence, initiation of the research was delayed for
several months while these difficulties were resolved.

The involvement of representatives of all interested
elements of their respective organizations early in the
contract negotiations can decrease the chances of
unexpected difficulties later. The Computer Imaging
project made this point very clear. This agreement was
initially part of the involved professor’s consulting
work, which was permitted by the university by-laws.
When the participants decided to enlarge the scope of
the relationship, however, the university’s research
office became the contact with which the company
interacted. This required that many more requirements
and responsibilities be met. These changes almost
jeopardized the relationship because the company was
small and not well-equipped to handle the increased
requirements. By changing the nature of the
relationship, the initially successful interaction nearly
collapsed.

The advantages of prior familiarity between the
participants were clearly evident in several of the cases
studied. The Composite Materials agreement is a good
illustration. The parties entered into the relationship
with considerable knowledge of each other’s
capabilities and expectations. This understanding
helped during both the negotiating process and the
implementation of the agreement. The result of this

association was a successful, long-term relationship
which integrated basic and applied research in
composite materals, and led to the first interdisciplinary
education program in composite materials technology
in the country. :

These instances point out the need to develop a close-
working relationship between the parties from the
earliest stages of an agreement. The more cate that is
taken by the participants during the negotiations of an
agreement, the more Jikely an effective, fair contract
will result. The negotiators, however, should guard
against being too restrictive in formulating the
agreement. If their striving for the “perfect” agreement
causes undue delay in starting the project, some
advantage gained by the joint effort may be lost or
enthusiasm for the research may wane on the part of
the investigators. Further, if the contract is made tco
detailed and specific, the flexibility that may be needed
later could be jeopardized. Ideally what is sought in an
agreement is a contract that clearly defines the project
focus and the responsibilities and commitments of the
participants, while remaining general enough to permit
making adjustments later. .

Project Execution

A second area of the study in which useful
cbservations were revealed was the execution of the
agreements, including project implementation and
management. Two major points were evident here: the
need for an effective program management mechanism
and the advantage of geographic proximity.

The importance of a suitable project management
system was especially evident in the large Composite
Materials project. Here the participants recognized
early in the program that the committee management
approach being used was not producing decisions in a
timely manner. Consequently, a switch was made to a
single program manager to handle the day-to-day
decisions, and an advisory committee representing
both parties to deal with major policy issues.
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Project Accomplishments

Four key conclusions resulted from a study of the
accomplishments of the cooperative research projects:

® All of the projects gave excellent technical results
which met the expectations of the project leaders;

® Factors external to the research effort can have

dramatic effects on the urilization of the information

developed,;

@ Cooperative projects are an effective means for
enhancing student education, training and employment
opportunities;

@ I[nvolvement in cooperative research can lead to
increased academic-private sector cooperation for the
participants.

The first two poifits are related to the overall success of
cooperative research agreements, Combining the
expertise and resources of the participants facilitates
the undertaking of challenging projects neither partner
would tackle separately because of economic or
technological constraints. Of course, not all
cooperative projects are successful in achieving the
technical goals of an investigation. This limited
cxamination suggests, however, that the findings from,
or discoveries made, in a cooperative research project
have a good probability of meeting or exceeding the
expectations of the participants. In none of the seven
cases studied was there any reservation by the key
participants about the quality of the resuits.

This study also found that when cooperative research
efforts encounter difficulties, factors external to the
research stand a good chance of being at fault; two
cases in particular pointed this out. The Hybridoma
Biotechnology agreement was encrmously successful
from a technical standpoint, producing over 60
antibodies with commercialization possibilities; but
midway through the agreement the company was
acquired by a larger firm. A subsequent reorganization
of the company’s business activities resulted in severely
reduced hybridoma research. Despite the encouraging
results of the cooperative project, little significant
follow-up of the discoveries occurred.

In the second instance, the Medical Tracers project,
again good results were produced from the basic
research. But, because of problems in communication
and differing expectations of the participants over the
amount of product development research provided by
the agreement, this project faltered. In this case, the
success achieved in the basic research stage was not
continued in the development aspects of the
agreement.

Several of the participants stated that because of
involvement in these cooperative research programs,
they either have started or are more likely to enter into
subsequent collaborations. These statements suggest
that once the initial barriers or reservations are
overcome, a joint relationship can be both stimulating
and productive. Participants from academia cited
alternative source of research funds, an additional

Close geographic
proximity can greatly
enbance the productivity
of joint university-
industry RED projects.

opportunity to work on relevant, challenging research,
and the possibility of the university and/or themselves
receiving royalties from their discoveries as reasons for
continuing and expanding coopetative relationships.
For the business participants, access to high-quality
“state-of-the-art”’ research, the opportunity to upgrade
the technical skills of their staffs, and the contributions
to student education were the most important factors
in reaching a similar conclusion on the value of close
corporate-academic interactions.

The benefits to students in the seven cases studied
were substantial. Some of the projects provided
financial support for numerous students; e.g., over the
seven-year lifetime of the Compasites project, 50
participating students earned advanced degrees. In
addition to receiving financial assistance, the students
were able to work on projects having practical
relevance, and they often had access to corporate
facilities and equipment not available on the university
campus. Additionally, such contacts with industry
apparently were very beneficial for the students when
they sought employment. Several of the graduate
students were hired by the firms with which they were
associated and some now hold positions of high
responsibility. :

Finally, these cases showed that governmental
involvement in cooperative research does not appear
to be detrimental and can even be beneficial. Programs
funded by agencies such as the Advanced Research
Projects Agency (ARPA, now DARPA), or the Small
Business Innovation Research (SBIR) Program can be
effective in bringing potential partners together and
allowing them to collaborate with a minimum of red
tape or oversight. '

Future Research Arrangements

The significant conclusions from this study have been
formulated into the following guidelines for future
university-industty cooperative research:

1. Include key administrators, managers and
investigators from the participating organizations in the
contract negotiations from the earliest stages to final
agreement. :

2. Attempt to negotiate an agreement that is
comprehensive, yet not overly restrictive or detailed.
For those situations and conditions which are
impossible to predict accurately, include mechanisms
that can effectively deal with them if they occur.
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3. Previous contacts between the research participants
increase the likelihood of success for a particular
agreement when it js undertaken,

4. Although close geographic proximity between
project participants, is not essential, it can greatly
enhance the productivity and effectiveness of an
agreement.

5. Factors other than an agreement’s measurable
results may strongly affect the overall success of a
project. C

6. University-industry reiationships are excellent for
training students as well as providing attractive
employment opportunities.

While the limited number of agreements studied is not
a statistically valid sample, these conclusions are in
general agreement with those developed individually in
other studies (7,8,9,10). The participants in these seven
projects believed that the benefits ourweighed the risks
entailed in entering into a cooperative arrangement
(e.g., loss of proprietary information or a diminution of
academic freedom, neither of which was considered as
a significant problem by any of the participants
interviewed). Even in the projects that encountered
major difficulties, the participants concluded that
benefits outweighed the drawbacks.

For cooperative university-industry research to
succeed, then, the parties involved should seck a
combination of open communications, mutual
dedication and interdependence, respect and trust, an
effective program management system, and a
willingness on the part of all participants to
compromise. The attainment of these conditions holds
the greatest potential for promoting successful
interactions. @

Previous contacts betiveen
the research participants
increase the likelibood of
success.
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The Fermentation Technology agreement was managed
jointly by the PI from the university and the key
manager from the company. Because of their ability to
work together, this dual management system worked
well. A joint advisory committee, which met on a
quarterly basis, reviewed the status of the program and
dealt effectively with major issues. The close
geographic proximity of the two organizations allowed
frequent contacts at the “working level,” greatly
facilitating the project.

The Hybridoma Biotechnology project was executed
with 2 minimum of formal management control and
direction. An advisory committee met quarterly and
functioned primarily as the solicitor and evaluator of
rescarch proposals submitted by university faculty.
After a proposal was funded, the project was reviewed
each year to determine if it merited continuing
support. Day-to-day decisions were handled by the
company’s liaison scientist and the appropriate PI or
administrative officer at the university, The participants
felt that this system had an important role in the
success of the agreement. -

Thus, successful projects had widely differing
management systems, with no particular approach
being preferable. Rather, the selected management
approach should both recognize the participant’s
capabilities and culture and be effective in furthering
the project’s execution. Should problems with a
project’s management system occur, it is advantageous
for the contractual agreement to be formulated in such
a way that adaptation can take place.

Probably the point most strongly emphasized by the

 participants in the study was the advisability of

geographic proximity of the participants. In the
Fermentation Technology, Hybridoma Biotechnology,
Composite Materials, and Computer Imaging projects,
the participants were located. in the same city. This
made it easier to schedule meetings, have informal
exchanges between researchers, and deal with
unexpected developments in. the course of the
research. Likewise, cooperative efforts are enhanced by
the opportunity for the participants to visit one
another on short notice, or to work for extended
periods in the other’s facilities.

For example, in the Computer Imaging project, formal
weekly meetings were held and frequent progress
reports were written for internal use. In addition,
because the firm was only about a mile from the
university, there were frequent informal meetings to
discuss new ideas and alternate approaches to
problems. The Hybridoma Biotechnology project
covered approximately 15 individual projects, each
having a faculty member as the PI. After the first year,
the company assigned a senior Scientist to serve as a
liaison between the rescarch staffs of the firm and
the university, This person visited the university
frequently and also arranged for informal visits
between the scientists of the two organizations.
Being in the same metropolitan area allowed these
interchanges to occur much more readﬂy than if the
staffs had been far apart. :

Negotiators should guard
against being too
restrictive in formulating
the agreement.

S —

‘The Composites project involved over 30 persons from
the company and almost 40 from the university plus
two from the sponsoring agency (Office of Naval
Research). A project of this magnitude required
considerable coordination from a management
viewpoint but also frequent contacts between technical
personnel at several levels. Visits back and forth to
each organization’s laboratories and frequent seminars
resulted in 2 degree of communication and
cooperation that would be essentially unachieveable if
there had not been close geographic proximity.

The Fermentation Technology project also had the
advantage of both parties being in the same ;
metropolitan area, but the principals found that a L
formal communications strategy was needed to ensure
that the level and type of communication between
various personnel from each laboratory were
appropriate. This strategy was implemented to ease
scheduling problems and to handle detailed day-to-day
problems such as equipment maintenance without
involving the project leaders or others not dlrectly
affected. '

The participants in the Medical Tracers project did not
enjoy the advantage of close geographic proximity. The
research director of the company visited the university
periodically and there was the usual exchange of
quarterly and annual reports supplemented with phone
calls and informal written communications. However,
the spirit of cooperation was not as high as in the
projects discussed above; friction developed over the
time required to clear papers for publication as well as
over what the company expected the university to do
in foliow-up work on some of the basic findings. While
factors such as the personalities of the key personnel
involved may, in any project, significantly enhance or
reduce communications, we believe that the .
communication problems would have been minimized
if the two organizations had been close to each other
geographically,

In summary, close geographic proximity can greatly
enhance the productivity of joint university-industry ‘
R&D projects, especially when a relatively large
number (e.g., over ten) of research personnel are
involved. On the other hand, it was clear that
proximity to the research partner is not essential, since
some projects were successful without it. In such .
cases, extra effort must be made to ensure good,
communications between the people actively engaged
in the project.
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Radioisotopes.—In the chemical field, specidlties are
likely to have less elasticity than commodities. This is
illustrated here by the case of radioisotopes which
require special methods for production, are expensive,
and are sold in very small quantities (except for reactor
fuels). Data for them, collected by J. Yardley (4) are
presented in Figure 7. The slope of the regression line
is quite close to minus one which corresponds to
neutral elasticity. This small elasticity is comparable o
the low elasticity for the inorganic chemicals that
constitute raw material for electronic ceramics.

Structural Metals.—In this case prices and
consumption levels are unusually closely correlated as
may be seen in Figures 8 and 9. In the former the units
for P and Q are in terms of pounds, while in the latter
they are in terms of cubic inches. In both cases the
correlation coefficients are —0.99 for the log-log linear
regression lines. Thus the exclusionary boundary is
very sharply defined, as is the amount of market
clasticity.

For comparison, the regression line for engineering
polymers from Figure 5 is overlaid on Figure 9, The
large price differential between the two correlations
accounts for the rapid penetration of traditional metals
applications by engineering polymers. For applications
in which elastic stiffness is important, the price
differential may be markedly reduced (or reversed).
Nevertheless, the nature of the competition is clearly
stated by Figure 9.

Elasticity of Markets

For the various examples that have been presented
here, the elasticity parameters are summarized in Figure
10. 1In addition, an estimate for automobiles is included
for comparison. Notice that none of the values lies less
than unity, so none of these markets is inelastic. Only
highly specialized, or “vanity,’ markets are likely to be
inelastic. This emphasizes the need for caution in
approaching markets that are unfamiliar. The objective
evidence as presented herte is that there is no reason to
expect volumes greater than indicated by a demand
curve for a given price level. In other words, wishful
thinking will not prevail,

The average elasticity is 2.3, while the spread ranges
from 1.0 to 6.1. Since the elasticity is a logarithmic
derivative, the observed average for this elasticity
means that decreasing the price by a factor of 3
corresponds (roughly) to increasing the quantity
consumed by a factor of 10. For engineering polymer
resins the effect is much larger than this, while for raw
ceramics for electronics it is three times smaller.

" MARKET €

Chemicals .

major organics 1.8

candidates for biotechnoclogy 2.8

engineering polymer resins 6.1

radioisotopes 1.0
Metals

structural 25

soft magnetic 2.0
Ceramics

overall raw materials 1.9

raw materials for electronics 1.0

refractory bricks 2.2
Devices

batteries (portable electricity) 13

automaobiles (approx.} EL]

Figure 10.—Elasticity
coefficients for mrzous
maﬂeets

In closing, demand charts are very useful for the
guidance of planning as this article has already
indicated. However, they are not a panacea. One
reason is that they describe the past, or at best the
present. Another is that the data available for their
construction are not always reliable. Also, in some .
cases the data show considerable scatter which creates
uncertainty about the correlation of the data.
Furthermore, it is often not clear as 10 which market a
new, perhaps hypothetical, product belongs.
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o may become involved during the term of their project so
that they reasonably avoid conflicting obligations. of .
speciol concern arevobligations to other companies in
the same scientific areas or closely related torthoit
research work supported by Monsanto. This projéct'
should not overlap.the research they are performing_o:
_pian‘to'perform:under‘the-sponsorshipwof any othor |

' organization, iholoding government.agencies and
"foundations, unless the situation is knoﬁn.to.and

approved by the ‘Program Director. .

(b) 'Any poteotiai conflict of obligations orointerests faced
by a:participant-involving a proposed or app:oved
pro;ect under this program must ‘be promptly dlsclosed to

 the Program Dlrector.-

(c) The Program Director may request disclosure by project
personnel of their past, current or anticipated
_relationships with other organizations in order to

"aséu:e the‘absence of possible conflicts.

PROGRESS REPORTS: -

- In order for Monsanto to be fully informed about research
'réoolts and to be able to identify potentially patentable
' 1oventioﬁs as early as possible, occasional brief summary

f7pybéépofts of 1mpo:tant'findings and results will be required of
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" occasionally be necessary to avoid the loss of patent

rights.

(d) Two (2) copies of the final abstract_gnd a:tiéle‘as_'
| submitted to the publisher shall be simultaneously |

provided to the Program-Di:ec:p;,:

(e) Each publication will acknowledge Monsanto Company

”suppbrt'of'the.research being reported.

(£) Priof to;the'evaluation,ofrreseatch :esui;s for
potentially patentable inventions, participants will use
caution in pubiic or other oﬁtsidg presentations and
discussions not to premaﬁurely disclose critiqél
ﬁecﬁnicai information which could result in Ehe loss

patent rights.

4. COOPERATION ﬁITH MONSANTO:.

(a) It is intended that there be mutually p:odﬁct;ve aﬁd
continual interchange between the University.apd
Honsanto SCientists. Por th;s.purpose a Monsanto
‘Project Scientiét will be éppointéd as the primary
coméany contact with each Project Investigator. Each_'
Projecﬁ'Investigator_willrpe_;vail;ble £o: co@sulﬁation .
with=the'MonéantO'Prbject_5ciéntist on mat;ers.:

"conéerning.the“projectQ_-, -
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University patent attorneys in the filing and

prosecution of patent applications. Due to the major
. expense and specializad professional assistance required
to pursue patent rights in a research program of this
_magnitude, Monsanto has assomed this'responsibility;
~The Un;versxty will monitor these efforts and at its
option may assume such respon51bility on a case by case

basis,

(d)' In consideration-of Monsanto's willinghess to file and
prosecute patent applications at its own expense, |
'l'part1c1éant inventors w111 be requested to walve any
clalm of liabilzty by Monsanto in these efforts.

Otherw1se, the Unzverszty must assume thlS

responsibility and its expense.

{e) Any royalties fromlicensed'inventions received bj.the
_ University will.be distributed as.folloss- 40% tomthe
research laboratory(les) in which the inventlon was
. made, 40% to the cognizant department(s),_and 20% to the

. School of neQ1cine.

2., PRODUCTS .OF RESEARCH:

(a) New materials,. processes, devzces, scientific

1nformatzon, and any other research products isolated or

‘developed in_a project, whether patentable'cr not, will
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IN WITNESS WHEREOF, the parties have caused this
Agreement to be executed in duplicate by their duly qualified

officers.

THIS CONTRACT CONTAINS A BINDING ARBITRATION PROVISION

WHICH MAY BE ENFORCED BY THE PARTIES..

WASHINGTON UNIVERSITY

o 4= Qe

. SR S o .. William H. _4a_nforth
B Chancellor o

: -Datei:.- "./I./F‘-/ _.

MONSANTO-

B o

Chairman of/ the Board

Date 73/3/%'& e
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_'Mr..Edwarﬁ L. MacCordy
Associate Vice Chanoeiior_for Regearch
Washington University | _
Lindeli & Skinker Boulevards

'St. Louis, Missouri 63130

15.2 Either party,may,change the address or the
person(s) designated to receiveinotice by notifying the other in

wreiting of the change.

ARTICLE XVI - GENERAL PﬁOVISIONS

16.1 Bxcept as provxded in Paragraph 9 5, neither party
shall use the name of the other party, ltS affiliated
organizations or its personnel in advertising or promotional
materials or news or press releases pertaining to the subject
matter of this Agreement without prior written consent of such

other party.

16.2 This Agreement shall be construed under the laws of

the State of Missouri

16.3 No waiver of any default, condition, provisions or
breach of this Agreement shall be deemed to imply or constitute a
waiver of any other like default, condition, provision or breach

of this Agreement
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ARTICLE XIV - TRANSFER OF INTEREST

'14.1t'Neitner this Agreement, nor'any of the rights.and
obligetions stated herein or resulting therefrom,_may,be
assigned, trensferred or-otherwise disposed of by either party
without the prior wecitten consent of the other unless such
assignment, transfer or disposition is to a successor to all the
business of the transferor which pertain to the subject matter cf
this Agreement, and provided that such successor shall agree in
wrxting with the other party to assume all the obllgations of the

transferor to the other party.

14 2 Should it become necessary or desirable for the

| Universzty to subcontract any of the Program research to others,
such research shall be performed under a formal subcontract
satisfactory:to'uonsanto by which the subcontractor accepts all
aépropriate prOVisions of this Agreement and other such

provisions as are necessary.

ARTICLE XV - NOTICE

| 15}1‘ Any notice or report required or permitted to be
given under provisions of this Agreement shall be in writing and

be sent by first class mail or hand delivered: .
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adjudged bankrupt, or if a receiver or trustee of the property of
either party is'apoointed, the other party on_thirty (30) days

written_noticefmayfterminate this Agreement.

12;4' Notwithstanding the terminaticn of this Agreement
for any reason, the provisions of Articles X, XI and XIII ghall

remain’in"effeot subject to Paragraph 12.5.

12'5 If the Univer31ty exercises its rights under
Paragraphs 12 2 or 12.3 and validly effects the termination of
 this Agreement it shall be under no further obligation to grant
fur ther 1icenses to Monsanto and Monsanto shall promptly transfer
.to the University the prosecution of all_pending Patent
applications and the maintenance of all Patents:not_yet lieensed_
to Monsanto'and which Monaanto is prosecuting_Or maintaining |
hereunde_r . |

ARTICLE XIII - INDEMNIFICATION

'13.1 Monsanto agrees to hold harnlees, indemnify and
defend the University'from all liabilities, demands, damages,
expenses and losses ariSing'out of use by Monsanto or by any
third party acting on behalf of or under authorization from
Monsanto, of'information.or materials received from University or
out of any uae, sale or other disposition py'Monsanto_or by any
third party acting on behalf of or under authorization from
Monsanto of products made by use of information or materials
received from University.
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Honsanto shall remain subject to the
: same royalty- and all other terms and

conditionsuof this Agreement.

11.19 Commehcingrwith the fou:th and subsequent years in
which'rdyélties are due to the University pursuani to licenses
contemplated under this agreement, Moﬁsanto shall be entitled to
a credit, not to exceed 25% of the gross royalties due for'the
commercialization of Licensed Products in each year, (a) of
Monsanto's cumulative*oﬁt4of;pocket costsﬂ(éxcluding the costs of
Monsanto's empldyees) for paéent activities under Paragraphs 11.5
and 11.6 and (b) 50% of all payments made prior to the date of
crediting bj;Monsanto'to the'Unive:sity under Article VIII
hereof, which payments can be related to.thé cost of development

of those commercialized Licensed Products.

11.20 ShouId'Monsénto not indicate interest to téke.a_
particular license from the Gniversity, q:'subsequently decide
not to enter into the license agreement, or terminate the 1icenséf
agreement,'éf'shOuld such agreement be justifiably terminated by
the University withduﬁ'challenge or objection by Monsanto, then
the Unive;éiiy'shail bé free to license to others the subject
matter so released, without further obligation to Monsanto.
Howevér; such licenses td others shall exclude Licensed Prodﬁcts
directly competitive'with=or-substantially_equibalent to those

Monsanto has licensed.
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-1) Patent Infringemént procedures:

(1)

I1f at any time a third party shall

" ‘infringe a Patent licensed to

‘Monsanto ‘hereunder, then Monsanto

may either (1) obtain a
discdnﬁinuance~of_suchwinfringing

operations; (ii) bring suit at

‘Monsanto's- expense adainst such
“infringer in the name of Monsanto,

or in the name of the University and

Monsanto if the University is a

legally indispensable party: or

. (iii) permit the University at its

(2)

~eption to bring such suit at its own

expense.. The party who brings suit

shall control the prosecution and

- any settlements therof, and the

other party shall be entitled to bé

' represented therein by.counsel of

its own selection at its own

-expense.. . -

~From any-recovery-from_such suit or

‘settlement thereof there shall first

be paid the expenses of the party



‘State of Missouri. The decision by the
arbitrators shall be binding and
‘conclusive upon the parties, their

successors and assigns and they shall

““comply with such decision in good faith,

9)

The University and Monsanto each shall

‘pay its own costs and_Ohe%halfIOf the

costs of the arbitration..

prdvision that when a,Licénsed Product is
sold but not as-sucn_ahdﬁcqnstitutes o
significantly less than,all of the thing
soiﬂ, an'equitable,adjusfment shall be
made in' the net selling grice'of_the
thingvéold.to arrive at_ﬁhe-net selling
price for royalty calculétions. When a

Licensed Product is manufactured by or

" used in a process and the process is only

a minor factor in.the_manufacture or use,

an equitable adjustment shall be made in

" the net gelling price. ’

~provision Ehat.Monsanto.payments required

-to be made to a third_pafty for the right

under a-third—partyzdpmiﬁating patent to
make, use or sell a_Licensgd_Product
licensed hereunder shall be credited
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inventions, unpatented know-how,
technical and marketing skills,ffinancial
.Eoﬁtnibdtion and risk, natuze=aﬁd extent
of'métkét;:nAEtré'andfextént of
.éémpegitién}“normal?tfaée:practices, and
condition of ‘the economy*EISinlay an
impor-:tén_t':'parto Accordingly, rather than
attempt at this time to establish royalty
:ﬁtes, tﬁe'UhiVErsity'andéMOnsahto
declare their intentions to negotiate in
good Eaith at the time of licensing,
--féasonabié and fair royalpies'éayable to
the ﬁniVEESity by Mdnsant6 on the
'cdmméfCiél'éraCtice-byiMoéSanto and its
subliéénsees of each Technical
DeVeibpmenE covered by a Patent licensed
" under this hrticle-XI,.taking into
” écdoﬁntftheFVarious factors ‘contributing
to the cdmmercializaticn.; If the
University and Monsanto are unable to
égreéfbh:tdyélty ratéé*within six (6)
modthé’bf'thé cémmEncémentiof._
fhegotiéﬁibn, the matter may be:submiﬁted'
to aﬁbitrétioh'by‘éitherfpartyfand if so
- éﬁﬁmiitéd“bifeithér-pafty; sha11 be
'fiﬂaiingéttled‘by a;bitfation_coﬁducted
 in.§¢cofdance7with'the*£hen—e£isting
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11.18 kniqehsé_grants to Monsanto under Pa;agraphs 11.14

and 11.15 shall contain at least the following terms and

conditions;:

a)

requirement that Monsanto by its own

- efforts or through sublicensees during -

the’ period of exclusivity make reasonable

efforts to effect the iawful introduction

of Licensed Products into the marketplace

as early as practicable, consistent with

Monsanto's sound and reasonable business

practice and judgment. The.requi;ement
for introduction of a Licensed Product
into the marketplace shall be deemed met

if, in the exercise of Monsanto's sound

- and reasonable business practice and

b) -

judgment, an alternative product serving

‘'essentially the same function has been

- introduced into the marketplace by

Monsanto and with essentially the same

benefits to the consuming public.

the right of the ﬁnive:sity to reéuire
Monsanto to grant a non-exclusive =
subliéenée to a responsible party on fair
and.ﬁeasonable,termé-andﬁcopqitiqns in
the event~thé requirement of subpa;agraph_
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from anv ciain'or any lawsuit or any settlement thereof made by
the Univereitf or by Monsanto with-tne Universityfs-coneent, by
the University's employeee or third party having an-interest
through the Universrty or its employees, and arlslng out of acts
of omission or commxssxon in regard to the obligations. undertaken

by Monsanto or its employees under Paraqraphs 11.5, 11.6 and 11.7.

ilri4.'The Univereity:hereby agrees Lo grant to Monsanto _
licenses to make, have'nade; use and sell under Patents,-
including the:right to grant sublicenses,'in'such'countriee as
Monsanto may elect. Such election for any Patent shall be made
within two (2) years after the filing of aIPatent'application in
the affected country, provxded however, that Monsanto shall not.
be requlred to negotzate the terms of a llcense agreement unt11 ”

after the relevant Patent has issued.

11 15 Llcense grants to Monsanto of rlghts to Patent
appllcatlons and Patents issuing thereon for 1nvent1ons made
solely w;th Monsanto support shall be exclusive for the life of
such Patenta.' For any ‘invention made thh the joint support of
'Monsanto and funds prOVLded by another sponsor, or in. whlch there
is a third party inventor, such license shall, whenever legally
possible, be exclusive for the life of the Patents. 'However, if
the ﬁniversitv is unable to grant a license which shall be
exclusive éb: the lire of the Patent, then the University shall
provide Monsanto with the maximum rights permitted by law.

In eonneotion'with the transfer'of Patent rights to be_negotiated
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'11.9 ‘Tﬁerpa:ties,Jihcluding.the inventors, Project
Investiga;ors'and Program'nirector, shall dq all écts necessary.
or desir&ble”to.prOVide Monsanto patent attdrneys'with al;
information aﬁd regords and execution of all doqumenis neéessa;y_
or desirable in the evaluation of Technical Dgﬁelqpments,_and_ih‘
the filing and prosécution_of Patent.appiicatibns?thereon, and in
obtaining'tﬁe:issuance and maintenance ofrany'Patgnts issuing o

from such?Patént'applications.

11.10 The Univérsity.shall take all:nécegéary and
desirable acticns, including.thé_sigpihgfoﬁ Agreements_of éﬁogram
Participants (Exhibit A) by each of the persons participating_in_
thg_Program,'including the Program Directqr;_all froject N |
Investigators} and all other persons invdlv?d_in theﬂreséarch, to
assure that it acqui;és‘sufficient title_tq.all Téchnical
Developments, Patent applications and Patents froﬁ.thoSe of its
personnel maﬁingtsuch so as to be entitled to grant licenses to
“Monsanto .as specified in.this Agreement. _Ihe ProgramD§?e¢tor
shall maintain a file of such signed Ag;eemgnts“of Program "
‘Participants which shall at all times be avéilablé to Monsanto
representatives and upon request the Prograﬁ Di:g?tor‘ghail

provide Monsanto copies of specified Agreements.

11.11 In cdnsideration of Monsanto's financial and othér:
support of.the Program.and'offthe Patent wofk and.cost thereof to
be undertaken by Moﬁsahto under thisHArticlﬁ XI,:the_UniversitY.
agrees that ittwill méke no clai@s againstzand hereby waives ényr
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mutually.acceptable,to Monsanto, the.Progrem Director, and_the
B:oject Inveetigators as appropriate. The primary.pu:pose of
such monitoring is to detect potentially patentable_inVentiens as
early es_poseible.‘ The5University-shall have the obligation to
diecleSe promptly to Monsanto all potentially patentable er_ |

scientificaliy novel Technical Developments.-

S 11, 3 When in the judgment of Monsanto potentlally
patentable 1nvent10ns are developed within a Pro:ect, Monsanto
shall make a.repo;t of such to the Unxversxty, wlth,lts v1ewe of
furtﬁer research that may be necessary to eetablish.the nature_'.
and scope of'these ihventions, and to the extent then possible_.
its op1nlon of the potent1a1 importance of ‘such 1nvent10ns to
commerczallzatlon prospects, and its lnterests concernlng the
:11cen51ng by Monsanto under any Patents thet may be obtained
covering such inventions."'The'informationfinisaid report shall
be retained in confidence by the Unlver51ty and used only for

purposes of thlS Agreement.

11. 4 When in the judgment of the Unlver31ty potentlally
patentable invent1ons are developed ‘which have not yet been
zdentlfxed by_Monsanto_through the processes described in
Paragraphs 11;2 and 11.3 the University_shali make a report of
such to Monsanto, inclﬁding all availaele:results:and
conclesions, Thereupon, Mohsanto shall prepare.and'make its

report to tbe:University-as specified.in,paragraph 11.3.
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particular identified Teohnical Development for which good cauee
can be shoﬁn, the University may extend ehe two (2) year period
for an additional period 0of two (2) years by notice in writing to
Monsanto stating reasonab]e justification therefo: and that to

the University s knowledge none of the exceptlons of Parag:aph B

10. 3 is appllcable. After said initial two (2) year period or
extension thereof Monsanto shall be under no restrlctlons as to

revelation of any Technlcal Developments. Subject to the
.provxszons hereln with respect to Patents and 11censes, Monsanto

shall at all_tlmes be free to use Technical Developments.

10.3 The Monsanto obligation specified in_Pareg;aphilo;z

-shall not_extend-to Technical Developments which:

a) become a part of the public domain
‘or of the public knowledge through

no fault of Monsanto; or

b) were in the possession of Monsanto
prior to disclosure by the
‘University, and such possession by

Monsanto is documented; or

c)  are received by Monsanto lawfully

_andfprOperly.from a thizd pa;ty;.or 

~d) - have been revealed in patent
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Committee.

9 3 As to verbal presentations and discussions, the
parties recognize that it is impractical to prov1de a complete
review system for Patent purposes ‘and that consrderable
discretion must be ieft in the investigator. It is the intent of
the UanefSLty and Monsanto to prov1de the 1nvest1gators guidance
suffic1ent to av01d .any divulgations that would compromise the

establishment of the best possrble Patent p051tion.‘

9.4 The reporting and evaluation as provzded for in
Paragraphs 9.1 and 9.2 notw1thstanding, the Monsanto |
.representatives on the Advrsory Committee are exposed to all
'Program and Pro;ect plans before commencement and such |
representatives have full opportunity and right to. follow the
progress of_any and all_?rojects. Through thlS mechanism the
assigned Monsanto Projectlscientists and Monsanto shall determine
as early as practicable the potential for establishing Patent
rights and its interest in obtaining a license of such rights.
As soon as such potential is determined by Monsanto the parties' B
shall cooperate on 1mmediate actions necessary to the
establishment of such rights, 1nc1ud1ng, if necessary delay of
publication for a reasonably brief period of time to conduct any
further research or take other actions that may be necessary to

file appropriate and adequate Patent applications.

9.5 All scientific publications reporting research
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.'budget by the multxplier for the current contract year budget.
The thus adjusted amount to be carried over shall then be added
to the following contract year budget after the followlng_

contract year budget has been adjusted in the usual manner..

8.10 Tltle to- all items of equxpment purchased w1th

Program funds shall vest in the Unlverszty at. the time of

purchase.

8.11 Upon terminetion of this Agreement for any reason
the University;shall provide a final accounting of Program fnnds
to Monsanto within ninety (90) days foilohing_such termination.
During said ninety (90).days the University shall liquidate all
outstanding obiigatibne incurrednprior to termination but shall_.
not incur additionalfobligations. The balance of funds remaininé
shall thereupon:be teturned to- Monsanto uniess reéuired‘fo: |

completion of Projects in accordance with Paragtaph'3.3,

8.12 1Indirect costs invoiced under Paragraph 8.7 shall,
through June 30, 1987, be at a fixed rate.of fifty percent (50%)
of invoiced direct costs, 1Indirect costs invoiced by the Unif_
versity for any-activity performed in whole or in part by any |
contractor shall not exceed the indirect costs which would have
| been invoiced had such activity been performed wholly by the
University. 1If the Unxversity 8 indirect costs rise by ten per-
cent (lb%), i.e,, to'fifty five percent_(SS%} or more, thennupon
the University's requesttuonsanto agrees that it will negotiate

_the University's request to increase the rate of indirect costs

from fifty percent (50%) under this Agreement, taking into con-
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Exploratory Project tfpe, the Specialty Project type and the
Construction and Renovatlon Project type. The Program Director
shall monitor spendxng of funds budgeted for individual PZOJects.
and may make adjustments among expense categories of an approved
Pro:ect budget upon justified requests of Project Investigators.
The Program Director shall keep the Advisory Committee informed
of financial matters which ngnt indicate a s1gn1f1cant departure
‘from Project plans prevzously approved by the Commlttee. The |
Program Dlrector s financial records on all segments of the
Program and Projects shall be available for review by any member”

of the ‘Advisory Committee.

8.5 . Approved'funds for individual“Projects'orlfor
support of the Program shall be maintained by the Unlver51ty s
Accountlng Services: Department in separate acoounts for each such
activity. Spendlng-for each account_shall be under the dlrect |
control of the Program Director.or his_de}egated Project |
Investigator,'respectively, who shall be furnished with the
_ Accounting Services standard monthly statements of:SPending

" against their accounts..

8.6 The accounting records of Program activity shall be
available for audit by Monsanto, using its own internal or -

outside audrtors, during the normal business hours of the

Bniversity.g

8.7 The University shail submit-monthly invoices with
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(4) quatfeié from April 1981_th:qugh‘MarCh_,_

" 1982.

(b) An index for each contracﬁ year, commencing

with the second contract year, will consist

" of an average,of”the four (4)'§uarterlx_GNP

. ﬁeﬁlator Index figures covering the period
April through the following March |

:immediately preceding the start of each- .
contract year. '(qu'example the index for

| the second contract year'ﬁill be the average
of the GNP Deflator Index figures for the

- four (4) quartérs covering April 1982

through March 1983.)

(c) Each contract year budget as stated above
shall be adjusted prior to the commencement
of the relévant_contract,yeén.bg;applying a

—  multiplier derived as follows:

‘contract yr. index - base index
- base index:

; multiplier =1+

For purposes of this Agréement“the 'GﬁP Def1ato£'Index“i'
shall mean the_qua:teriy revised Implicit Price Deflator fof.thé
Gross National_?:oduc; as'xeported_by The United States
Depar tment df Commérce,naufeauof Econqﬁié AnaifSis. Since it is

normal for a quarterly GNP Deflator Indéx to be feviseg shortly

e17-



| 7,3’7The review panel shall be required to issue a
_confidentiel report to the Advisory Committee and to the
Chancellor of the University and the Chief Executive Officer of
Monsanto stating its views, conclusions and recommendations
regardihg'the scieetific ﬁerit and cost effectiveness,of the
Program and Projects and the'impact of the Program,on.the |

respective institutions involved.

7.4 Costs of the scientific review shall be paid from

,Program funds.

Viii -_PROGRAM'FINANCES

8.1 'MonSanto*hereby agrees to provide to the University
for the total support of the Program during.the five (5) fear )
term of this Agreement, the total amount of Twehty-Three Million,
Five BundredTThouéand Dollars ($23;500,000), to.be adjusﬁed'
according to Paragraph 8.2, which shall cover both direct and
indirect_expenses of the ﬁniversity. The Uhiversity agrees thaﬁ

this fuhding shall be disbursed solely in support of the Program.

_ 8.2 Payment by Monsanto to the University of the amount
specified in Paragraph 8.1 shall be limited to contract year
budget amounts recited in the following schedule which are _ |
subject to (i) annual adjestment-for inflation in accordance witb
this pParagraph 8.2, and {(ii) budget underrues carried forwardg

from one year to the next with approval of the Advisory chmittee
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summaries and conclusions for each active Project.

ARTICLE VI

INTERACTION BETWEEN MONSANTO AND THB UNIVERSITY

6.1 To opt1m1ze the mutual benefxt and collaboration

intended by this Program, the parties desire that there be
mutually productlve and continuing interchanges between
Unlversxtyxand Monsanto scientists. Accord;ngly, the Unzver51ty
will ensure that all University scientists engaged in the Program

. are available‘to-appropriate Monsanto:scientists for consultation

in the area of their respective Projects. Temporary office space

at the Un;versxty shall be made available to collaboratrng

Mons_anto scientists,-

6.2 The University,agrees to perﬁit individual .

scientists and technicians from Monsanto, with the consent of the

Program Director and Project Investigator and at Monsanto's
expense,_to spend appropriate periods of rime in_University
laboratorieS'where Project research is being conducted_to learn_
techniques.deveIOped therein,,to pa:ticipare_if_mutnally -
desirable, and to facilitate the transfer of Technical
bevelopments to Monsanto, Monsanto agrees that its emplofees who
are'permitted ro trainaand function in the laboratories of the
University pursuant to. this paragraph shali be.reqnired to

observe the applicable policies of the:university.r
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under the'Program. ,The Advisory COmmittee shall strive to
identify and fund Projects in which the University enjoys
scientific leadership"eodlin”which Monsanto{has-a,meaoingful‘”

interest.

5.2.-The Advisory Committee has uitimate responsibility.
for ideotiﬁioation and selection of ellzPrqjects.as well as for
overall aﬁo ongoing direction of the'Progrem. As a general
guide, the éerties to this Agreement intend-for the Program to
embrace two (2} tYpes of Projects?inamely,fEkploratory Projects
and Specialty Projects. Ultimately doringﬁthe term of this |
Agreement,‘it'isfexpected that'approximateiy thirty percent (30%)
of the research effort would be dlrected toward fundamental
questlons (Exploratory Pro;ects) while seventy percent (70%)
would be dlrected toward specific products (Spec1a1ty Pro;ects}._
The partles hereto recognlze ‘that fac111ty renovatlon and
constructxon is to be funded ‘as a Program act1v1ty_w1th1n the
‘limitation of.the'fihancielfsopport specified in Article VIII

hereof.:;

5.3 Following the identification of a field of interest
by the Advisory Commlttee the Program Director shall seek Pro;ect

proposals from faculty members of the Un1verszty.

5.4 'Project.proposals, continuations and supplements
thereto shall be on forﬁs_provided by5the_Program Directdr. The
Program Director shall'provide'copies of Project proposals to all
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S nin i e P
—

of the eight (8)_mempérs;'

4.3 should the Ptogram Director or any_membé; of the .
AdvisonyCommiﬁtee'be unable to continué service, a_replacemgnt
shall be promptly appoihted by the appropriéte party. Program
Director replacementé shall be mutually acceptable to Monsanto
and the University; provided, however, ;haﬁ_accgptance by |
‘Monsanto shail not be unreasonably withheld. If the University
cannot hoﬁinate an acceptable replacement for the Progfam
.Diréctor_ﬁithin.one_(1),mgn£h following the inability of the ;;,,,
Program Director to continue éérvice, Mdhsanto may suspend its
finéncial_support for the Program until an'adceptable Program
Director is éppéinﬁed. If such.suspension continues beyond six
(6) months, Monsanto may summarily treat this Agreement as - B
breached under provisions of Paragraph 12.2 and the ninety

(90) day notice provision of Paragraph 12.2 is not applicable._

-4;4- The Program Director shall convene a meeting of fhe'
AdvisqrymCommittee at leaﬁt once each calendar quarter and_ '
~otherwise as frequently as necessary to act on Program matters
éhd'pending'brOPOSals,_td:review the financial'status,and
progress of active onjects, to deal with unan;icipated.préblem
areas, and to consider other matters concerned with the
effectivenes; of the Pfogram. Except. in an.emergenéy, notice of
a scheduiéd meetihg and én agenda therefor shall be issued not
less‘théh two (2) weeks prior to any such meeting. Any Advjsory'

. Committee member_may request conyening_of special méet;ngs_and



as provided for @i_this'Agreement._

2.8  "Agreement of Program Participants" means the

spécimen_agréement set forth in Exhibit A attached hereto.

ARTICLE III - TERM OF AGREEMENT

3.1. This Agreement shall be for a period of five (5)
years comménéiﬁg July 1, 1982 and~terminatipg June 30, 1987,
unless earlier terminated under the provisipns of Patagraphs 4.3,

12.2 or 12.3.

3.2 On or_ébout'February'l,-1985@ the Qar#ies shéll: 
enter into'discﬁssions as to whether both parties desire to. -
continue the:begrah-beyohd the notmalaterﬁinagion date of June
30, 1987. 'IfICOﬁtinuation is mutually desirable the.parties
shall proceed with-negotiatioﬁs to arrive atrhutually accqp:able
terms and conditions for such continuation. Iﬁhcontinuat;qn is |
not desired b# either or both parties, this fact shall be
_confirmed_in:writing before the end of the third year of the

initialztermfof this Agreement.

3.3 If, in accordance with Paragfaph 3.2 the pa;tigs‘ _
decide not to continue the Program beyénd June 30, 1967,_then; )
ﬁonSanto:shail have the option of.electing?to continue its
suépokt,.onla.Ptoject by Proiject basis, fdf any P:oject star;ed_‘
.but'not completed duting the normal-term-_ Monsah£o.shall_make
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- a)

" b)

c)

"Exploratory Projects": Thosg_directéd

to fundamental research on basic
scientific questions with a focus on

proteins and peptides which modulate

-7qeliular function. .. .

"Specialty Projects": Those directed to

_,appiied,reseapgh with a focus on proteins

énd.peptides which modulate cellular

function and in which Monsanto sees more

-immediate commercial utility either in

terms of'techno;ogies or products or

both._

"Construction and Renovation Projects":

Thosejconstruction_and_renovation

adtivities directed to physical

facilities pequi:ed_tp aqcommodate and

enhance the Program.

2.3 "advisory Committee"” means_those&:ep;esentatives of

the University and Monsanto Chargéd with administering the

Program, The Advisory Committee comprises a Program Director

who shall be_Chairman and appbinted by theiUniversity, three (3)

additional members a?pdin;ed by the University, and four (4)

members appoinﬁed by Monsanto. All membersiincluding_the Program

Directof, shall have voting power,j,_
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through Monsanto, new commercial products aﬁd_processes,_while
concurrently providing royalty income to the University to

support its educational and charitable activities;

WHEREAS, the University and Monsanto recognize'that.the
concept of academic freedom_mustﬂbe_preservéd_by this Agrgemént

and shall be ‘a guiding principle in its administration;

wHEREAS, thé University and Monsanto recognize thét the
1964 Statemeht_on Prevén:ing Conflicts of Interest ih Governﬁeﬁt 
Sponsored Research at Univérsities, issued_by the.Amerigan
Association of University Professors and the American Council on
Edudation'expresses principles applicable fg corporate and |

university relationships;

WHEREAS, ihe Unive;sity and Monsaﬁto are prepared'to_
undertake a collaborative effort in the field of biomedicine'
with a focus oh protéins and peptides which modulate cellular
functipn; where the.University currently has substantial |
personnél and facilitieé for the conduct of_fesea;ch and a_field
where Monsantd_has-in-ﬁouse resea:ch_underﬁay.and wherein’

Monsanto expects to increase its in-houée research emphasis; and'

| WHEREAS, Monsanto proposes to. provide significant
financial support'to the University in furtherance of this
collaborative effo:t acccrding torthé terms set forth in this

Agreement.



AGREEMENT

This Agreement, effective as of July 1, 1982, is by and

between the parties:

WASHINGTON UNIVERSITY, a corporation organized under- the
laws of Missouri and having its-principai offices at
Lindell and Skinker Boulevards, St. Louis, Missouri

63130 (hereinafter “University®)
AND -

MONSANTO COMPANY, a corporation=organiged-under the lgws

of Delaware and having its principal offices at 800 |

North Lindbergh Boulevard, St. Lbuié,'uissouri 63167
-(hereinafter 'Monsanto”); |

" WITNESSETH THAT;

WHEREAS, the University has sought and continues to ségk

the advancement of knowledge through education and research;

WHEREAS, the Uhiversity desires that the useful results
of its research be made available to society through establiéhed -
_avenues of trade and commerce;
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ARTICLE XV - MISCELLANEOUS PROVISIONS

15.1 This Agreement shall be construed, governed, inter-
preted and applied in accordance with the laws of the Common- '
wealth of Massachusetts, U.S.A., except that queationa affectingw
the construction and effect of any patent shall be determined by
the law of the country in which the patent was granted. o I i

15.2 The parties hereto acknowledge that this Agreement sets forth
the entire Agreement and understanding of the parties hereto as to the

subject matter hereof, and shall not be subject to any change or
modification except by the execution of a written inatrument aubacribed to

by the parties hereto. '

15.3 The provisiuns'of this Agreement are severable, and in the
event that any provision of this Agreement ‘'shall be determined to be
invalid or unenforceable under any controlling body of law, such invalidity
or unenforceability shall not in any way affect the validity or
enforceahility of the remaining provisiona hereof

15.4 LICENSEE agrees to mark the Licensed Products sold in the
United States with all applicable United States patent numbers. All
Licensed Products shipped to or sold in other countries shall be marked in
such a manner as to conform with the patent laws and practice of the
country of manufacture or sale.

15.5 The failure of either party to assert a right hereunder or to
insist upon compliance with any term or condition of this Agreement shall
not constitute a waiver of that right or excuse a similar subsequent
failure to perform any such term or condition by. the other party. .

IN WITNESS WHEREOF, the'parties hereto hare hereunto set their hands
and seals and duly executed this License Agreement the day and year first
gset forth below. :

Attest: - HASSACHUSETTS INSTITUTE OF TECHNOLOGY
Title Title
‘ ' - Date .
Attest: . : <company> !
Title ' . Title
: ' - Date
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against LICENSEE M.I.T., at its Option, shall have the right, within
thirty (30) days after commencement of such action, to intervene and take.
over the sole defense of the action at its own expenle. Cod

9.6 In any infringement suit as either party may institute to
enforce the Patent Rights pursuant to this Agreement, the other party
hereto shall, at the request and expense of the party imitiating such suit,
cooperate in all respects and, to the extent possible, have its employees
testify when requested and make available relevant records, papers,
information, samples, specimens, and the like. ‘

9.7 LICENSEE, during the exclusive period of this Agreement, shall
have the sole right in accordance with the terms and conditions herein to
sublicense any alleged infringer under the Patent Rights for future
1nfringements. ' : ,

ARTICLE X - PRODUCT LIABILITY

LICENSEE shall at all times during the term of this Agreement and
thereafter, indemnify, defend and hold M.I.T., its trustees, officers,
employees and affiliates, harmless against all claims and expenses,
including legal expenses and reasonable attorneys' fees, arising out of the
death of or injury to any person or persons or out of any damage to proerty
and against any other claim, proceeding, demand, expense and liability of
any kind whatsoever resulting from the production, manufacture, sales, use,
consumption or advertisement of the Licensed Product(s) and/or Licensed -
Process(es) or arising from any obligation of LICENSEE hereunder,

ARTICLE XI - ASSIGNMENT

LICENSEE may assign ar otherwise transfer this Agreement and the
license granted hereby and the rights acquired by it hereunder so long. as
such assignment or transfer shall be accompanied by a sale or other
transfer of LICENSEE's entire business or of that part of LICENSEE's
businegs to which the license granted hereby relates. LICENSEE shall give
M.I.T. thirty (30) days prior notice of such assignment and transfer and if
M.I.T. raises no reagonable objection to such assignment or transfer, in
writing within thirty (30) days after the giving of such notice and stating
the reasons for such objection, then M.I.T. shall be deemed tc have
approved such assignment or transfer; provided, however, M.I.T. shall not
be deemed to have approved such assignment and transfer unless such '
assignee or transferee shall have agreed in writing to be bound by the
terms and conditions of this Agreement. Upon such assignment or transfer .
and agreement by such assignee or transferee, the term LICENSEE as used
herein shall include such assignee or transferee. If LICENSEE shall sell
or otherwise transfer its entire business or that part of its business to
which the license granted hereby relates and the transferee shall not have
agreed in writing to be bound by the terms and conditions of this
Agreement, or new terms and counditions shall not have been agreed upon
within sixty (60) days of such sale or transfer, M.I.T. shall have the
right to terminate this Agreement. :
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royalties due and payable. Upon the expiration of the thirty (30) day
period, if LICENSEE shall not have paid all such royalties due and payable,
the rights, privileges and license granted hereunder shall ‘thereupon
immediately terminate.',

7.3 Upon any material breach or default of this Agreement by
LICENSEE, other than those occurrences set out in Paragraphs 7.1 and 7.2
hereinabove, which shall always take precedence in that order over any
material breach or default referred to in this Paragraph 7.3, M.I.T. shall
have the right to terminate this Agreement and the rights, privileges and
license granted hereunder by ninety (90) days' notice by certified mail to
LICENSEE., Such termination shall become effective unless LICENSEE shall
have cured any such breach or default prior to the expiration of the ninety
(90) day period from receipt of M.I, T. s notice of termination. ‘

7.4 LICENSEE shall have the right to terminate this Agreement at
any time on six (6) months' notice by certified mail to M.I.T..

7.5 Upon termination of this Agreement for any resson, nothing
herein shall be construed to release either party from any obligation that
matured prior to the effective date of such termimation. LICENSEE and/or
any sublicensee thereof may, however, after the effective date of such
termination, sell all Licensed Products, and complete Licensed Products in
the process of manufacture at the time of such termination and sell the
same, provided that LICENSEE shall pay to M.I.T. the royalties thereon as
required by Article IV of this Agreement and shall submit the reports
required by Article V hereof on the sales of Licensed Preducts.

ARTICLE VIII - ARBITRATION

8.1 Except as to issues relating to the validity, construction or
effect of any patent licensed hereunder, any and all claims, disputes or
controversies arising under, out of, or in connection with this Agreement,
which have not been resolved by good faith negotiations between the -
parties, shall be resolved by final and binding arbitratiom in Boston,
Massachusetts under the rules of the American Arbitration Association then
obtaining. The arbitrators shall have no power to add to, subtract from or .
modify any of the terms or conditions of this Agreement.  Any award
rendered in such arbitration may be enforced by either party in either the
courts of the Commonwealth of Massachusetts or in the United States
District Court for the Eastern District of Massachusetts, to whose
jurisdiction for such purposes H. I T, and LICENSEE each hereby irrevocahly
consents. and submita.~ . '

8.2 Claims, diSputee or controversies concerning the validity,
construction or effect of any patent licensed hereunder shall be resolved:-
in any court having jurisdiction thereof.

' 8.3 1In the event that, in any- arbitration proceeding, any issue
shall arise concerning the validity, construction or effect of any patent
licensed hereunder, the arbitrators shall assume the validity of all claims -
as set forth in such patent; in any event: the arbitrators shall not delay
the arbitration proceeding for the purpose of obtaining or permitting
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(b) 'Sales, tariff duties and/or use taxes directly imposed and
_with reference to particular sales;

(c)' Outbound_trensportation prepaid or allowed;.and
' (d) Amounts allowed or credited on returns.

No. deductions shall be made for commissions paid to individuals
whether they be with independent sales agencies or regularly employed by
LICENSEE and on its payroll, or for cost of collections. Licensed
Product(s) shall be considered "sold" when billed ‘out. or invoiced.

4. 3 No multiple royalties shall be payable because the Licensed
Product(s), its manufacture, lease or sale are or shall be covered by more
than one patent ‘application or patent licensed under this Agreement. B

4.4 Royalty payments shall be paid in United States dollars in
Cambridge, Massachusetts, or at such other place as M.I.T. may reasonably
designate consistent with. the lawys and regulations controlling in any
foreign country. Any withholding taxes which LICENSEE.or any sublicensee B
shall be required by law to withhold on remittance of the royalty payments -
shall be deducted from royalty paid to M.I.T. LICENSEE shall furnish
. M.I.T. the original copies of all official receipts for such taxes, If any
currency conversion shall be required in connection with the payment of
royalties hereunder, such conversion shall be made by using the exchange
rate prevailing at a first-class foreign exchange bank on the last businesgs
day of the calendar quarterly reporting period to which such royalty
payments relate. D L

ARTICLE V - REPORTS AND RECORDS

5.1 LICENSEE shall keep full, true and accurate books of account
_containing all particulars that may be necessary for the purpose of showing
the amount payable to M.I.T. by way of royalty as aforesaid, Said books of
account shall be kept at LICENSEE's principal place of business or the
principal place of business of the appropriate Division of LICENSEE to
which this Agreement relates., Said books and the supporting data shall be
~open at all reasonable times, for five (5) years following the end of the
calendar year to which they pertain, to the inspection of the M,I.T.
Internal Audit Division and/or an independent certified public accountant
retained by M.I,T. and/or a certified public accountant employed by M.I.T.,
for the purpose of verifying LICENSEE's royalty statement or compliance in
other respects with this Agreemeut.

5 2 LICENSEE within thirty (30) days after March 31 June 30,
September 30 and Decamber 31, of each year, shall deliver to M.I.T. true
and accurate reports, giving such particulars of the business conducted by
LICENSEE during the preceding three-month period under this Agreement as
shall be pertinent to a royalty accounting hereunder.. These shall include
at least the following ‘ ' :

- (a): All Licensed Products manufactured and sold.
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2.3 At the end of the exclusive period, the license granted
hereunder shall become nonexclusive and shall extend to the full end of
the., term or terms for which the Patent Rights are issued, unless sooner
terminated as hereinafter provided '

2.4 LICENSEE shall have the right to sublicense worldwide any of -
the rights, privileges and lieense granted hereunder only during the -
exclusive. period of this Agreement._ -

2.5 LICENSEE hereby agrees that every sublicensing agreement to
which it shall be a party and which shall relate to the rights, privileges
and license granted hereunder shall contain a statement setting forth the
date upon which LICENSEE's exc1u51ve rights, privileges and 1icense
hereunder shall terminate. i

2.6 LICENSEE agrees'that any sublicenses granted by it shall have
privity of contract between M.I1I.T. and sublicensee such that the obliga-
tions of this Agreement shall be binding upon the sublicensee as if it were
in the place of LICENSEE, LICENSEE further agrees'to attach copies of
Articles I1I, Vv, VII, iX, X, XII XIII, and XV of this Agreement to all
sublicense agreements.

2.7 LICENSEE agrees to forward to M.I.T. a copy of any and all
fully executed sublicense agreements, and further agrees to forward to
M.I.T. annually a copy of such reports received by LICENSEE from its
sublicensees during the preceding twelve (12) month period under the
sublicenses as shall be pertinent to a royalty accounting under said
sublicense agreements. '

_ARTICLE III - DUE DILIGENCE

3.1 LICENSEE shall use its best efforts to bring the Licensed
Product(s) and/or Licensed Process(es) to market through a thorough,
vigorous and diligent program for exploitdtion of the Patent Rights.

3.2 'In eddition, LICENSEE shall adhere to the following miiestbnes:

(a) Deliver evidence to M.I.T. within <months A> months from-
the Effective Date of this Agreement of the amount of
money, number and kind of personnel and time budgeted and

" planned- for each phase of development of the Licensed
' Product(s) and/or Licenaed Process(es)

(b) Develop a working model'within <months B> months from the
Effective Date of this Agreement and permit an in-plant °
inspection by M.I.T. within <months C> months from the
Effective Date of this Agreement, and thereafter permit
in-plant inspections by M.I.T. at regular intervals with
at least <months D> months between each such inspection.

12
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SAMPLE

LICENSE -AGREEMENT

This Agreement, made and entered into this day of :

, 198 , (the Effective Date) by and between MASSACHUSETTS
INSTITUTE OF TECHNOLOGY a corporation duly organized and existing under
the laws of the Commonwealth of Massachusetts and having its principal
office at 77 Massachusetts Avenue, Cambridge, Hassachusetts 02139 U.S.A.
(hereinafter referred to as M.I.T.), and <company>, a corporation duly
organized under the laws of <state> and having its principal office at
<address> (hereinafter referred to as LICENSEE),

~ WITNESSETH

WHEREAS, M.I.T. is the owner of certain "Patent Rights" (as later
defined herein) relating to <information> and has the right:to grant .
licenses under said Patent Rights, subject only to a royalty-free,
nonexclusive license heretofore granted to the United States Government-

.WHEREAS,.M.I.T._desires to have the Patent Rights utilized in the
public interest and is willing to grant a license thereunder; and

WHEREAS, ' LICENSEE has represented to M.I.T., to induce M.I.T. to
enter into this Agreement, that the LICENSEE is experienced in the
development, production, manufacture, marketing and sale of products
similar to the "Licensed Product(s)" (as later defined herein) and/or the
use of the "Licensed Process{es)" (as later defined herein) and that it
shall commit itself to a thorough, vigorous and diligent program of
exploiting the Patent Rights so that public utilization shall result
therefrom; and .

WHEREAS, LICENSEE desires to obtain a license under the Patent
Rights upon the terms and conditlons hereinafter set forth.

NOW, THEREFORE, in consideration of the premises and the muﬁual
covenants contained herein, the parties hereto agree as follows:

ARTICLE I - DEFINITIOHS

" For the purposes of this Agreement, the following words and phrases
shall have the following meanings:

1.1 "LICENSEE" shall mean <company> and any sobsidiary of
{company>. ' .

1.2 "Subsgidiary" shall mean any corporation, company or other
entity more than fifty percent (50%) of whose voting stock is owned or
controlled directly or indirectly by <{company>.

10
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VIII. Arbitratiqn :

Under the arbitration provision in the sample agreement, 1ssues con~
cerning the validity, construction or effect of any patent are excluded
from the arbitration and such patent issues are left to be decided directly
by the courts. A recent change in the law, however, permits the issue of
patent validity, etc., to be the subject of arbitration by agreement of the
parties and the clause can be written to provide for this. In the sample
agreement, the arbitration is to be conducted within the rules of the.
American Arbitration Associa;ion. Where the license agreement is with a
foreign 1icenseé, rules of the International Arbitration Association
usually apply, although this again is subject to agreement between the
parties,

IX. Infringement

It is advisable to clearly define the obligations and rights of both
parties in any action to protect the licensed patent from infringement or
to prosecute infringers. In the sample provision the university agrees to
protect the patent from infringement and to prosecute infringers in its
sole judgment. Licensee, however, is given the right during the exclusgive
term to also prosecute, at licensee s expense.

X. Product Liability

Due to the increased incidence of suit for injuries sustained by the
consumer of a product and the ability of the consumer to reach through the
immediate supplier to the manufacturer and, perhaps, ultimately to. the
inventing entity, it is advisable to ensure indemnification by the '
licensee for all liability for damage or injury resulting from the
licensee's use of the invention.

XI. Assignment

It is important that the university retain some degree of control over
the licensee's right to assign the license agreement to a third party.
This is advisable since the university entered into the agreement Initially
with the licensee based on the licensee's support of the research or on its .
percelved capability of transferring the technology. Some agreements con-
tain an absolute prohibition on assigmnment, although the sample agreement
provides for assigmment within the restrictions and limitations set forth.

XII. Non-use of names -

This clause 1is self-explanatory and normally 1nc1udes both the name of
the university and the names of the inventors. As in research agreements,
the purpose here is to prevent a licensee from benefitting commercially
from use of the university's name and reputation.
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definitions can be added as deemed appropriate under particular
circumstances,

II. Grant (License rights)

The agreement should clearly specify the type of license and the rights.

granted. It may also contain provisions relative to requirements for
sublicensing

A. Type of'grship

This section specifies-Ehe.rype'ofﬂiiceﬁse.es, for example,
whether it is worldwide, whether it is a license for research purposes
only, or omne which allows the licensee to fully commercialize the

invention (i.e., "to make, have made, use, lease and sell™) and whether.

the licensee 8 righta are restricted to a oertain field of use.

B, gree of exclusivi:y

This section sets forth the period for which the exclusive license

is granted. Attention_should be given to any restrictions imposed by
governmental regulation under OMB Circular A-124 for government funded
inventions. Note also that, at the termination of the exclusive
period, the license automatically becomes non~exclusive to the end of
the remainiug life of the. patent.

C. Sublicensins rights -

The remaining ‘sections usually define the licensee s rights to
sublicense; the reporting requirements where a sublicense is granted;
and the terms of any such sublicensing rights, although royalty terms
are usually addressed in the royalty clause which follows.

iII. Due diligenoe - Performance milestones

A critical provision in any exclusive lieense is the "due diligeuce

clause, which sets forth the performance milestones that must be echieved':'

by the licensee if the license is to continue in effect, The clause is a
form of "march-in" which allows the university the right to terminate the
agreement {f the licensee does not perform as agreed, In some license

agreements, the due diligence provision allows the university to revoke the

exclusivity for failure of performance but permits the licensee to retain a
non-exclusive license. This is usually the case where the licensee is a
research sponsor and would, at minimum, be entitled under the research
contract to a non-exclusive license f{n any event,
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LICENSING AGREEMENTS

As noted in Unit 1 of this series, "Patents and Patent Rights", the
owner, or jolnt owner, of a patent may grant a license to others. A
license is the permission granted by the patent owner to another to make,:
use or sell the invention.  No particular form of contract is required. A
license is a contract and may include whatever provisions the parties agree
to. 1t may be established by contract or implied from the conduct or legal
position of the parties., This paper deals with licenses which are :
established under the terms of research contracts.

In some cases the invention which is the subject of the license may
have resulted from research funded in whole or in part by the Federal .
government. In that case the:license may be subject to Federal rights,
These were discussed in Unit 2 of this series, "Patent Rights. under _
Government Contracts” under the section on "Commingling," and are set forth
in the standard patent clause at FAR 52 227-11, which is appended to that
unit,

Patent licensing has also. been discussed in Unit 3, "University Patent
Policies and Practices" in connection with the development and marketing of
inventions. - .

Finally, the clauses and commentaty in Unit 4, "Patent Clauses in
Industrial Research Agreements" cover the license rights and other options
most frequently granted to industrial research sponsors by universities
which retain title to resulting inventions. :

Non-exclusive licenses. ‘As noted in the last cited paper, the right
most frequently granted to a research sponsor is an irrevocable,
non~exclusive license for the life of the patent. It may be the only right
granted, or it may be granted in conjunction with a limited term, exclusive
license, or with an option to acquire such a license. It may be
royaltymfree or royaltynbearing. :

Exclusive licenses. In recent years, however, universities which retain
title to inventions resulting from sponsored research appear to be more
willing than previously to provide industrial sponsors with exclusive.
patent licenses, and to view them as an apprOpriate vehicle for the
effective transfer of technology. 1In most cases, the rights grented are
for a limited term. .

~ In connection with exclusive. licenses, many universities require (1)
performance milestones and/or minimum annual payments as incentives for the
licensee to develop the technology and to ensure that it becomes available
for the benefit of the public, or (2) other forms of assuramce that
commercialization will be diligently pursued. . '

Because of its growing use and its importance in the technology
transfer process, the sample agreement and commentary which follows deals
with a typical exclusive, 1imited term, royalty-bearing license in use at
one university.
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