
Patent License Agreements
Description


A written authority grant by the owner of a patent to another person empowering the latter to make or use the patented article for a limited period or in a limited territory.  A permission to make, use or sell articles embodying invention.
Statutory Authority

In April of 1987 an executive order was issued mandating federal agencies and laboratories to assist the private sector by transferring technology from government laboratories to the private sector.

· Patent Rights in Inventions made with Federal Assistance (35 USC §207-210)

· Licensing of Government Owned Inventions (37 CFR §404)

· AR 70-57, Military Civilian Technology Transfer, Chapter 3: Principles for Program Management
· AR 27-60, Intellectual Property, Chapter 7: Licensing of Army-Owned Inventions
Purpose


An objective of Patent License Agreements (PLAs) is to provide substantial benefit to the U.S. economy.  To the extent feasible, the parties to the PLA need to agree to exercise reasonable efforts to manufacture substantially in the United States products embodying the intellectual property covered by the PLA.

The primary purposes of the patent system are to:

· Benefit the inventor

· Benefit patent owner
· Advance scientific development in United States
Patent License Types

There are basically three patent types.

They are:

· Utility Patents

· Process (method)

· Machine

· Article of manufacture

· Composition of matter

· Improvements on all of the above

· Design Patents

· Sketches

· Drawings

· Artistic work

· Visual compositions

· Blueprints

· Plant Patents

CERL will be primarily involved with utility patents.


Three different licenses may be obtained from CERL in return for reasonable compensation when appropriate.  The government may grant either an:

· Exclusive license

· Partially exclusive license

· Nonexclusive license


These licenses may be granted for all or less than all fields of use of the invention or for use in specified geographical areas.

Software Patents:


Often, software is protected through copyrights, which do not protect the idea, but the expression of the idea.  A precedent has been established that certain types of software can be patented, and it may be preferable in certain situations for software to receive both copyright and patent protection.  For example, some expert systems have been patented.  One can also patent software that controls hardware.  However, one cannot patent an algorithm to perform mathematical functions or operations in software.
Patents may not be Granted for:

· Use of laws of nature

· Physical phenomena

· Abstract ideas

· Mathematical laws

· Plants in the wild


Also, a U.S. patent will not be granted for a product or process that has been publicly disclosed for more than one year.  Any public disclosure may preclude foreign patent application.
Partner Selection Criteria

· Financial criteria

· Proximity preferences

· Small and minority business considerations

· U.S.-based manufacturing

· Substantial manufacture for U.S. and non-U.S. markets

· Other commitments

· Minimum production rates

· Aggressive advertising

· Expanded distribution system

· Additional IR&D expenditures

· Sublicensing


Once the partner selection criteria have been evaluated and the partner selected, the licensing agent negotiates the licensing agreement.  Each item negotiated must be viewed from a position of what is best for the government in concert with what is best for the business that is seeking the license.

Review and Approval Procedures
· Exclusive or partially exclusive domestic licenses may be granted only after 3 months after Corps of Engineers Humphreys Engineer Center Office of Counsel has announced notice of the invention’s availability in the FEDERAL REGISTER.  A copy of the notice must be sent to the Attorney General.  The 3-month notice may be excused if the requirements of AR 70-57, 3-17a (1) are satisfied.

· Prior to negotiations for a patent license agreement, the Director shall notify the intellectual property counsel of CERL.

· The Laboratory Director, with assistance from the U.S. Army Corps of Engineers (USACE) intellectual property counsel, must approve who is to be granted the license.

· A PLA between the license recipient and the laboratory must be negotiated and drafted with assistance of laboratory counsel and USACE intellectual property attorney.

· The Assistant Secretary of the Army (Research, Development, and Acquisition) may disapprove any laboratory PLA within 30 days after receiving the agreement from the laboratory.
· Immediately after the PLA’s effective date, the laboratory must provide the Intellectual Property Counsel Attorney with a copy of the executed agreement.
Benefits

The commercialization of technology and industrial innovation in the United States will be enhanced if companies, in return for reasonable compensation to the Federal Government, can more easily obtain exclusive licenses to inventions that develop as a result of cooperative research and development agreements with scientists employed by Federal laboratories.  Patents License Agreements provide several benefits:

· Add information to storehouse of human knowledge

· Stimulate research

· Make available new products and processes

· Create new industries and job opportunities
· Benefit the U.S. economy
· Royalty income

· Maximized utilization of the technology in the private sector

License Qualifications


A license may be granted by the government on inventions made outside of a CRADA only if the prospective license has supplied the appropriate federal agency with a license application containing a satisfactory plan for developing and/or marketing the invention.


If the prospective licensee is applying for an exclusive or partially exclusive license, notification for the prospective licensee, identifying the invention and the prospective licensee, must be published in the FEDERAL REGISTER in order to provide an opportunity for objecting parties to file their objection to such a granting of exclusive or partially exclusive license.


The granting of such a license can only take place after a 60-day period from which such notification has passed.  If the prospective licensee requests a nonexclusive license, this type of license may be granted without the publication of either the availability of the technology or notice of the prospective license.


Licenses granted on inventions made under a CRADA are not subject to the “publication requirement.”

Necessity of Patent License Agreements


It is essential for the federal government to obtain patent protection on inventions derived from government-funded research emanating from government laboratories, private industry, and universities for the following reasons:

· Patents provide the primary legal protection for the fruits of government-funded research.

· Patents afford the best form of defense against others patenting inventions that the government has already funded.

· Patent protection is an essential ingredient to technology transfer.

· Patents provide the highest form of recognition in the scientific community for the accomplishments of technical personnel.

· Patents provide a source of revenue to federal laboratories when licensed to the private sector.
· Patents advance the progress of the sciences by establishing a vast portfolio of the latest advances in technology.

“Win-Win” Suggestions

· The government is reasonable in its request for financial compensation.  If the license or collaborating party is left with insufficient funds to commercialize the government-owned technology, technology transfer has failed.

· The licensee or collaborating party must be willing to compensate the government for its technology and input.  Unless the federal laboratory receives fair compensation, the incentive necessary to help commercialize the government-owned technology will be lacking.

· As a general rule, commercialization of federally owned technology might be best accomplished if up-front payments to the government were minimized, while later payments to the government were maximized, based upon the successful commercialization of the government-owned technology.

Lab Point of Contact

CERL’s Technology Application POC is Bea Saenz-Shahin, Commercial 217/373-7234; or 
toll-free 800-USA-CERL, extension 7234.  Inquiries may also be sent via e-mail to 
b-shahin@cecer.army.mil or by mail to: CERL, ATTN: CEERD-CV-PP, P.O. Box 9005, Champaign, IL 61826-9005.
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