Department of Energy

Funds-In Agreement for Research and Development

Appendix D—California Energy Commission –Payments to Sponsor

	DOE has no objection to a laboratory director’s agreeing to share royalties in certain Background Inventions (i.e. inventions that are conceived outside of this Agreement, elected by the performing Facility Operator, for which patent protection has or will be obtained, and which is first actually reduced to practice in the course of or under this Agreement) with state agencies as provided in this Appendix D. The decision to engage in such sharing is within the purview of the laboratory director as the steward of laboratory-developed intellectual property. Inclusion of such provisions cannot be characterized as strongly endorsed by DOE. Should a laboratory director agree to royalty sharing in Background Inventions, the laboratory director must be prepared to authorize the same treatment for other state agencies under similar circumstances.


A.
Definitions.

 (1)
“Net Royalties” means gross royalties and fees received by the Facility Operator from a Licensee as consideration for commercially licensing any Subject Invention, Copyrighted Project Work or Other Intellectual Property, less the following:

 (a)
legal and other direct expenses (that are not otherwise reimbursed under an option or license agreement from a third party) of patenting, protection and preserving patent, copyrighted and related intellectual property rights, maintaining patents and such other costs, taxes, or reimbursements as may be necessary or required by law, except patent infringement expenses, and

 (b)
inventor or author shares in accordance with the Facility Operator’s patent or copyright policy.

Direct expenses includes operation expenses of the Facility Operator. Net Royalties does not include any payments to joint holders nor research funding accepted in association with an option or licensing agreement. Net Royalties shall be aggregated cumulatively, over time, by the Facility Operator for each licensed Subject Invention, Copyrighted Work, and/or Other Intellectual Property.

 (2)
“Other Intellectual Property” means (a) intellectual property generated under this Agreement, other than a Subject Invention or Copyrighted Project Work, over which legal protection is established by the performing Facility Operator under Federal law in conformance with the Facility Operator’s M&O contract and the foreign counterparts of the intellectual property, such as either a mask work fixed in a semiconductor product as provided by Chapter 9 of USC Title 17 or a trademark/servicemark as provided by Chapter 22 of USC Title 15 and (b) Background Intellectual Property (as defined in Appendix B Paragraph A(3) which were conceived outside of this Agreement, elected by the performing Facility Operator, for which patent protection has or will be obtained and which are first actually reduced to practice in the course of or under this Agreement. Such Other Intellectual Property is subject to certain march-in rights, US Preference, and to a retained United States governmental purpose license. A California state governmental purpose license will also be retained in such Other Intellectual Property which is not identified as Background Intellectual Property.

B.
In consideration of the Sponsor providing funding to Facility Operator, the Department of Energy shall ensure that each Facility Operator agrees to provide in its license contract(s) that Licensees 

of Subject Inventions, Copyrighted Project Works and/or Other Intellectual Property will directly pay the Sponsor royalties in accordance with the terms and conditions hereinafter set forth. In this regard, the Sponsor shall be considered a third-party beneficiary of such license contract(s) with the full power of enforcement provided by law.

C.
Net Royalties. If the Facility Operator licenses to a Licensee, such a Licensee’s obligation to make payments to the Sponsor shall commence from the date that the Net Royalties calculation is positive. Payments are payable in annual installments and are due the first day of March for Net Royalties calculations made for the Facility Operator’s prior fiscal year. The Facility Operator is responsible for notifying the Sponsor, on an annual basis, of Net Royalties received as a result of its licensing of intellectual property under this Agreement. Each Licensee shall agree to pay Sponsor an amount equivalent to 15% of the total cumulative Net Royalties, less any payments already made by such Licensee to the Sponsor in the previous years when Net Royalties were positive. Payments shall be made by check, made payable to the California Energy Commission, PIER Fund. Royalty payments resulting from the sale, license, or assignment of each Subject Invention, Copyrighted Project Work or Other Intellectual Property right shall extend for a period of 15 years or until the underlying patent, copyright, or Other Intellectual Property protection expires, whichever occurs first.

D.
Early Buyout. The DOE shall ensure that the Facility Operator provides in its license contract the option of having Licensees pay their entire royalty obligation to the Sponsor without a pre-payment penalty, provided such Licensee makes the payment within two years from the date on which royalties are first due to the Sponsor, in the lump sum amount equal to two (2) times the amount of Sponsor’s funds expended under this Agreement.

E.
The Facility Operator agrees to use its best business judgement, consistent with the Facility Operator’s licensing practices, when making any sale, license, assignment, or other transfer of any intellectual property rights under this agreement.

F.
Facility Operator shall agree to provide in its license contracts that a late payment of royalties owed to the Sponsor will cause the Sponsor to incur costs not contemplated by the Parties. Facility Operator shall also agree to include in its license contracts, provisions which will have Licensee pay the Sponsor a late fee equal to two percent (2%) of the annual payment due for payments that are past due thirty (30) days or more. Additionally, the Facility Operator shall agree to include in its license contracts, provisions that allow the Sponsor to recoup its attorney fees and costs for enforcement of the license contracts, such as actions to enforce audit and payment of royalties due to the Sponsor. It is understood by the Parties that the Facility Operator is not obligated under this Agreement, nor responsible hereby, for enforcement of the Sponsor’s rights provided for under the license contracts.

G.
Facility Operator shall agree to include in license contracts, provisions whereby Licensees shall maintain separate accounts within financial and other records for the purpose of tracking (components of) sales and royalties due to the Sponsor.

H.
Audits of payments to the Commission. The Facility Operator shall agree to provide in its license contracts, provisions which are similar to those set forth within Appendix E, “Recordkeeping, Cost Accounting, and Auditing” hereunder, provided that any audit of the licensee’s account records, pursuant to a request of the Commission, shall be the sole responsibility of the Commission.

I.
Facility Operator’s Licensees’ failure to pay the Sponsor royalties when due and payable under the terms of their separate license contracts shall constitute a default. Facility Operator will provide that, in the event of default, the Sponsor shall be free to exercise all rights and remedies available to it under law and equity against the licensee only.
R&D7APXD.DOC (12-13-99)
2 of 2
12/14/99

