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Checklist of Patent License Terms

I. Preliminary Formal Provisions


A. Heading



1. Parties



2. Effective date of agreement



3. Place where agreement made


B. Recitals



1. Licensed subject matter




a. Patents and applications




b. Know-how



2. General rights licensed



3. Warranties



4. Definition of terms



5. Background of agreement




a. Prior relationship between parties




b. Prior agreements





(1) Cancelled





(2) Suspended





(3) Incorporated by reference

II. Grant of Patent Rights


A. Exclusive (or nonexclusive)


B. General limitations



1. Make, use, sell, or lease



2. Have made



3. Less than all claims


C. Territorial limitations



1. Geographical



2. Plant location


D. Field-of-use limitations



1. Style or size of product



2. Sale solely in specified combination



3. Sale for limited uses



4. Sale limited to prescribed customers



5. Sale for use in limited areas



6. Sale through specified trade channels

III. Royalties


A. Fixed royalty



1. Lump sum



2. Fixed sum payable in installments



3. Fixed periodic payments



4. Interest on overdue payments



5. Acceleration on default


B. Running royalty



1. Rate 



a. Direct proportion (proportion) 



b. Descending



2. Base




a. Number of units





(1) Manufactured, sold, or processed





(2) Definition of "sold"





(3) One payment per unit




b. Supplies or raw materials used





(1) Volume basis





(2) Cost basis




c. Use compensation received by licensee




d. Net sales of licensee





(1) Definition of "sold"





(2) Definition of "net sales"



3. Related matters




a. Interest on overdue payments




b. Effect of termination on obligation to pay accrued royalties



4. Minimum payments




a. Supplementary initial payment





(1) Independent of future royalties





(2) Credited against future royalties




b. Minimum royalties





(1) Payment mandatory





(2) Payment optional






(a) To retain exclusiveness






(b) To maintain license



5. Accounting matters




a. Time and content of royalty reports




b. Time of royalty payments




c. Maintenance of records




d. Examination of records





(1) Licensor or independent accountant





(2) Time limitation





(3) Information confidential





(4) After termination 
IV. Other Principal Rights and Obligations 

A. Release for past infringement



1. Licensee; licensee's customers 


2. Absolute or conditioned




a. On continuance of agreement




b. On payment of prescribed sum



3. Specific or general release


B. Warranties by licensor



1. Ownership of licensed patent



2. Right to license


C. Most favored licensee



1. Scope of clause




a. All terms generally




b. Royalty terms only



2. Application of more favorable terms




a. Automatically




b. At licensee's option



3. Original licensee entitled to




a. Notification of later license




b. Copy of later license


D. Sublicensing



1. Prohibited



2. Permitted


E. Acknowledgment of validity



1. Agreement not to assist others in contesting validity


F. Admission of infringement



1. General admission



2. Specific to identified devices


G. Enforcement of licensed patent



1. Right or obligation of




a. Licensor




b. Licensee




c. Parties jointly



2. Allocation of expenses and recoveries



3. Inaction or default by one party




a. Enforcement by other party




b. Termination of agreement by other party




c. Cancellation of exclusiveness by licensor




d. Cessation of royalty payments by licensee


H. Invalidity of licensed patent



1. Claim is invalidated




a. Right to terminate agreement




b. Effect on royalty payments



2. Claims construed: Effect on royalty payments


I. Know-how and technical assistance



1. Furnishing of information




a. Present; future




b. Written material only




c. Only information licensor has right to divulge




d. Maintenance of secrecy





(1) Restrictions on use





(2) Agreements with employees




(3) Indemnification for breach




e. Termination of license





(1) Return of tangible material





(2) Continuance of secrecy



2. Visitation rights of licensee and training of licensee's personnel




a. Time limitations




b. Expenses of training



3. Furnishing advisory services




a. Time limitations




b. Compensation for licensor


J. Patent marking



1. As specified by statute



2. As specified in agreement


K. Defense of infringement suits



1. By licensor




a. Defend only; indemnify also




b. Licensee; licensee's customers




c. Liability dependent on





(1) Prompt notification





(2) Cooperation




d. Liability limited to 




(1) Arbitrary amount





(2) Compensation received from licensee



2. By licensee




a. Expenses offset against royalties payable licensor




b. Liability of licensor limited to cooperation



3. By parties jointly




a. Allocation of expenses




b. Responsibility for conduct of defense


L. Improvements



1. By licensor; inclusion in license




a. Automatically




b. Adoption by licensee



2. By licensee




a. Inclusion in primary license for royalty purposes




b. License to licensor




c. Assignment to licensor



3. By parties jointly




a. Joint ownership maintained




b. Allocation of patent prosecution expenses




c. Inclusion in primary license for royalty purposes



4. Related matters




a. Definition of "improvement"




b. Invention agreements with key employees


M. Prosecution of licensed application



1. Responsibility for prosecution




a. Direction of prosecution




b. Expenses of prosecution



2. Effect of non-allowance of claims on royalty payments

V. Duration, Termination, and Subsidiary Formal Provisions


A. Duration



1. Effective date



2. Term




a. Life of patent




b. Specified period




c. Initial period subject to renewal



3. Option to cancel




a. At any time on notice




b. Within an initial period




c. After a stated period


B. Termination for cause



1. By licensor




a. Any default of licensee




b. Bankruptcy, etc., of licensee




c. Nonpayment of royalties




d. Nonpayment of minimum royalties




e. Failure to render royalty and production reports




f. Failure to enforce patent



2. By licensee




a. Any default of licensor




b. Failure to enforce patent




c. Claims held invalid



3. Manner of effecting




a. Notice of default




b. Period to remedy




c. Notice of termination



4. Preservation of other rights and remedies at law and in equity


C. Post-transaction



1. Right of licensee




a. Sale of products on hand




b. Limitation in time or units



2. Obligations of licensee




a. Payment of accrued royalties




b. Payment of royalties on authorized post-termination sales




c. Return of know-how in tangible form




d. Continued maintenance of know-how secret



3. Rights of licensor




a. Purchase of licensee's products on hand




b. Examination of licensee's books and records


D. Severability of provisions


E. Arbitration



1. Arbitrable disputes




a. All disputes




b. Specific disputes only



2. Optional or exclusive remedy



3. Arbitrators




a. Number




b. Manner of selection



4. Place of hearing



5. Majority or unanimous award



6. Governing rules


F. Limitation on effect of waiver


G. Agency and similar relationships



1. Negation of such relationships



2. Statement that licensee is independent contractor



3. Agreement by licensee not to act for licensor


H. Entire agreement and modifications



1. Merger of prior discussions



2. Negation of implied warranties



3. Written modifications only


I. Assignment



1. Authorized




a. One or both parties




b. Limitations




c. Release of assignor from liability




d. Assumption of obligations by assignee



2. Prohibited


J. Governing law


K. Notices



1. Written



2. Manner of service



3. When effective


L. Execution of agreement



1. Recital of execution



2. Date of execution



3. Signatures of parties
Note: This checklist is adapted from Poltorak, A. & Lerner, P. (2004) Essentials of Licensing Intellectual Property, John Wiley & Sons., p.123-132.
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