R&D RESULTS OWNERSHIP AGREEMENT (With comments)
----------------------------

This draft agreement M5 aims to regulate the relationship between a University and a Company in the context of R&D joint activities. 
Especially when an R&D institution (which may be a university, a polytechnic, an R&D facility or other entity acting as legal entity) carries out an R&D project together with a private company, with direct commitment of both parties staff members, resources and financial means (the campus partner and the corporate partner) as well as the considerably diverse nature of the parties involved, thus calling for specific attention to certain business aspects. 

Similar to the other comments on the remaining draft agreements, the clauses herein enunciate the diverse business aspects that ALWAYS require negotiation and express regulation by the parties involved (the R&D institution and company), given their specific nature, while not neglecting the need, depending on each specific case, for regulation of other points that may arise.

This draft agreement should not be used without the appropriate legal support for adaptation to the particular case and context. 

----------------------------

Agreement Between:

…, with its registered office at …, legal person no.…, represented by …, in his/her capacity of …, having legal and statutory powers of representation, as the First Party, hereinafter RD;

----------------------------

For the purposes of this draft agreement M5, “RD” can mean a university, polytechnic, any other public or private institute of education or any other legal person (provided it acts as a proper legal entity) that carries out R&D activities.

----------------------------

and

…, with its registered office at …, legal person no.…, represented by …, in his/her capacity of …, having legal and statutory powers of representation, as the Second Party, hereinafter COMPANY 
----------------------------

For all contractual instruments in general, the parties involved should be fully aware as to the capacity and powers of the person signing on behalf of any legal person.

Hence, in this case, both parties should confirm, if need be through consultation of their Statutes, employment contracts or other similar documents (as a rule for R&D institutions given their tradition of being either public or semi-public), or by means of consultation of the Permanent Extract or regular Extract from the Register of Companies (for all private legal persons or persons of a corporate nature), the capacity and powers of those acting as legal representatives for each party, avoiding the counterpart may not be bound by this agreement.

----------------------------

Whereas:
· The parties are involved in the ongoing research action/project identified as “...”;

· The distinct intellectual and financial capacities of the RD and the COMPANY for said action/project are recognised;

· The feasibility of commercial exploitation and consequent market value of the research results emerging from said action/project;

· The need to protect said results, namely through patent rights;

· The will of the contracting parties to establish ownership of the intellectual property rights to said results and the criteria for sharing the costs for that protection and possible revenue resulting from commercial exploitation;

· The desired operationality in terms of the possible licensing of the exclusive right to be constituted,

The above identified parties enter into this R&D RESULTS OWNERSHIP AGREEMENT, which is governed by the following clauses:

CLAUSE ONE

(Object)

The purpose of this contract is to:

· Determine ownership of the rights to the R&D results of the aforementioned research action/project;

· Entitle one Party to apply for a patent right claiming those R&D results;

· Establish the formula for sharing revenue arising from commercial exploitation of the said R&D results;

· Ensure current management of the patent right and other parties´ rights and obligations.
CLAUSE TWO

(Scope)

2.1 The above-mentioned research action/project falls within the particular specialist/technical field of..., and is aimed at developing a solution...

----------------------------

It is important to define accurately the technical domain in which the parties are willing to collaborate; it is also possible to describe extensively the technical or scientific description of the specific field in a separate Annex to this agreement, if said description is particularly lengthy and/or complex.

The side effect obtained by a precise definition of the area of collaboration has to do with circumventing the effects of the agreement from other collaborations that may exist for R&D activities involving the same two parties, which will always require their own negotiations and separate agreements.

----------------------------

2.2 The research action/project shall observe the following work plan:

…

----------------------------

It may be useful the reference to a technical annex if the work plan in question is very detailed.

----------------------------

CLAUSE THREE

(Intellectual Property Rights)

3.1 The intellectual property rights on all the R&D results arising from the research action/project are granted, definitively and unconditionally and under payment, to the COMPANY.

----------------------------

This is the standard regime for this type of partnerships.

Indeed, a company always sees profits as the ultimate goal of its activity. By agreeing to collaborate with another entity in the development of new technological solutions and becoming involved in the work (as opposed to “acquiring” a technology from the R&D partner), a company (almost) always aims to acquire exclusive rights on that technology or, at least, to hold (almost) all absolute powers of disposal over the technology and may individually opt, for commercial exploitation or to transfer the rights to third parties, using the current standards (licensing agreements, for example).

Thus, the outcome of the negotiations between an R&D institution and a company are unlikely to be any different. One can add that a co-ownership solution between partners that are so distinct (also in terms of the financial capacities) would also not be desirable and could lead to difficulties in managing the results of the partnership.

Nevertheless, one should point out that the context of contractual freedom in which such collaborations take place does not rule out that the ownership of the rights be attributed to the R&D partner, with the company assuming the position of licensee. We would only emphasise that this is an unlikely scenario in this context.
Of course, the recommended solution does not absolve the company from paying the R&D partner and providing for participation of the latter in the revenue resulting from commercial exploitation of the results.

----------------------------

3.2 In conformity with the above, the COMPANY is the sole and exclusive holder of the right to request protection of said R&D results by means of patent right or utility model, and is responsible for defining the scope of protection and for all expenses with prior art researches, drafting and submission of patent applications or utility model rights and their subsequent maintenance, namely the payment of fees, annuities and all expenses to be borne for the guardianship and protection of said industrial property rights.

3.3 If the event the COMPANY is not interested in applying for protection of the research results, the RD will hold the rights for the invention and may solely apply for the respective protection and at its own expense. 

----------------------------

If the company assumes the position of sole owner of the rights it will obviously be the only party responsible for applying for protection, at its own expense, of the results of the project, even under the provisions of the following paragraph.

----------------------------

3.4. In exercising the right provided for in 3.2, and in compliance with the provisions of Article 60.1 of the Portuguese Industrial Property Code, the COMPANY undertakes to identify, as inventors, the following workers/managers of RD, on any application for patent right:

… [FULL NAMES]

----------------------------

The company thus undertakes to respect the moral inventor rights belonging to the R&D partner, given its position as sole applicant for the patent.

This entitles the persons identified direct benefit, in the sense that they have the right to refer their capacity as inventor on their Curricula Vitae.

----------------------------

3.5 The COMPANY accordingly owns the exclusive right to use, reproduce, exploit and market said results, at its own initiative or that of a third party, without prejudice to the special rights attributed to the RD in Clause Five and the remuneration provisions established in Clause Six herein.

CLAUSE FOUR

(Background Knowledge)

The COMPANY is expressly authorised to use and benefit from the pre-existing knowledge mobilised by the RD in the context of the R&D action/project.

[The COMPANY will likewise own the rights to all associated know-how resulting from the action/project described and better identified in Annex ...]

----------------------------

This clause serves to regulate the use of the know-how resulting from the project, i.e. the set of results or knowledge that cannot be patented but is nevertheless indispensable or at least of relevance for implementation of the invention itself. 

We suggest two formulations: the first one allowing the company to use the knowledge of the R&D partner mobilised for the joint project (the “pre-existing know-how”, as defined in the EU Seventh Framework Programme Model Agreements); and the second one extending ownership of the intellectual property rights to that know-how.

----------------------------

CLAUSE FIVE

 (Future Projects)

5.1 The RD retains the right to carry out research and development activities based on the results of the research action/project, either on its own or in cooperation with any other entity, regardless of its nature, in any similar areas and regardless of whether the applications in question may compete with any COMPANY activities, provided that the latter’s intellectual property rights are safeguarded, as well as confidentiality obligations set forth in Clause Seven. 

----------------------------

The R&D partner must be strict while negotiating this point. 
Its mission of generating and disseminating knowledge must not be restricted or encumbered by a one-off agreement for an R&D project with a company, in which the latter has the faculty to confine or compress the future freedom of research of the R&D partner. Hence the possibility, provided for in this clause, of the R&D partner carrying out other activities, even of a commercial nature, in said analogous areas and even in rival or competitive applications, as long as they respect the company’s intellectual property rights. That is the ultimate threshold not to be overtaken in this context.

Furthermore, there is a clear concern to separate the project regulated in this agreement from future collaborations between the parties.

----------------------------

5.2 The RD shall own the intellectual property rights on all R&D results achieved within the scope of the activities provided for in paragraph 5.1; the COMPANY has no rights, licences or options on these whatsoever, unless otherwise contractually stipulated.

----------------------------

This opens the possibility of negotiating option rights for the company in relation to future developments.

----------------------------

5.3. The ID and the COMPANY may carryout other R&D projects in the future on the basis of the R&D results regulated in this agreement.

5.4. All new R&D projects involving the parties shall have their own separate agreements, which shall not be conditioned by the options agreed upon by the parties in this agreement.

----------------------------

Here, once more, the idea of managing each collaborative project individually is emphasised.

----------------------------

CLAUSE SIX

(RD Compensation)

6.1 In return for effective granting to the COMPANY of all intellectual property rights on R&D results arising from the research action/project, the latter undertakes to pay financial compensation to the RD as follows.

----------------------------

The agreement should always provide for a payment scheme that duly compensates the R&D partners for total transfer of the intellectual property rights on the R&D project results to the company. Once more, this is a critical point in the negotiations and will most likely be the one that will cause the widest divergence between the parties.
----------------------------

6.2. The COMPANY undertakes to pay to the RD the initial sum of EUR ___.00 (... euros), plus VAT at the legal rate in force. This amount shall be paid upon conclusion of the R&D work and notification thereof by the RD.

… The payment provided for in 6.2 shall be effected by the COMPANY as the R&D work to be carried out progresses, in accordance with the following milestones:

· …% upon the signing of this agreement;

· …% within … (…) months after the date on which the agreement is signed;

· …% within … (…) months after that date;

· …% at the end of … (…) of validity of the contract.

6.3 In addition to the initial payment provided for in paragraph 6.2, the COMPANY undertakes to pay the royalties indexed to effective exploitation of the results of the research action/project, in accordance with the following:

· A percentage of …% (… per cent) of the net profits perceived. 

6.4. Net profits are defined as all revenue received by the COMPANY arising from exploitation of the results of the research action/project minus all direct and indirect costs incurred for their protection and for the marketing efforts:

· For the incorporation and marketing of the results in its own products;

· For all services to third parties making use of the same results; 
· For patent licensing and for the sale, or any other form of definitive transfer of any patent rights claiming all or part of the R&D project results;
· For the licensing of industrial secrets or know-how; 

· For the sale, or other means of definitive transfer, of said results.

----------------------------

One should point out here that the proposed scheme is only one of several criteria that can be applied by the parties. What is important in this particular point is that, regardless of the scheme agreed upon, the R&D partner is given a fair and equitable financial compensation, even if it includes a certain degree of risk – in particular if payment is based on possible exploitation royalties.

----------------------------

6.5. The net profits referred to above shall be determined on a 6 (six) – month basis by the COMPANY (January to June and July to December of each calendar year) with deduction of the sum of the accounts in Class 7 – Revenue and Gains, the sum of the accounts in Class 6 – Costs and Losses on the basis of a Cost Centre created specifically this purpose, accordingly to Portuguese Accountability rules. 

6.6 The amounts payable for royalties shall be paid by the COMPANY to the RD within a period of no more than 90 (ninety) days after the end of each 6 (six) – month period. 

----------------------------

Idem, see previous comment.

----------------------------

6.7 The parties recognise that the amounts established in this clause are a fair and equitable compensation, at market prices, for the mobilisation and transfer of the RD’s pre-existing knowledge and other specific research work applied in this project.
6.8 The COMPANY acknowledges and accepts the right of the RD to periodically, at its own cost, audit the COMPANY accounts provided that it gives 30 (thirty) days’ written notice thereof. 

6.9. If 3 (three) consecutive 6 (six) - month periods for royalty determination lasts without the COMPANY receiving any revenue, the latter undertakes to grant the RD a free and non-exclusive exploitation licence that is not limited in time and has the option of sub-licensing on all research results covered by this agreement. 

----------------------------

The purpose of this clause is to impose an effective duty of performance to the company, under sanction of suspension or even termination of the granted monopoly; should the company fails to show considerable results (whereby the period defined for this is negotiable), it is compelled to tolerate joint exploitation by the R&D partner.

----------------------------

CLAUSE SEVEN

(Confidentiality and Scientific/Academic Publications)

7.1 The parties acknowledge and accept a duty of confidentiality in relation to all technical, scientific, commercial and internal organisational information, regardless of the form of disclosure or the support medium of such information, to which each has access regarding the activities of the counterparty within the scope of this agreement or the preliminary negotiations leading to its conclusion.

7.2 The duty of confidentiality extends to all parties´ staff members that are involved in activities on the premises of the counterpart, or in any place chosen by it, that have to do with execution of this agreement and R&D work regulated herein. 

7.3 The duty of confidentiality does not comprise information that is in the public domain or is freely accessible and all other information disclosed with express waiver of confidentiality.

7.4 All RD staff members involved in the R&D work covered by this agreement have the right to publish information of an academic/scientific nature.

----------------------------

The R&D partner must insist on this point and not allow the company to enforce absolute prohibition of dissemination of information by its staff members.

----------------------------

7.5 The disclosure of information must respect the demands of confidentiality and always requires the prior authorisation of the COMPANY. 

7.6 The COMPANY shall be informed in advance by the interested party of the information to be disclosed and the particular form of dissemination and shall respond within a maximum period of 15 (days) from the date of acknowledgement of the intended content and the projected form of dissemination. Should the COMPANY fails to respond within said period, the dissemination shall be considered authorised, with the COMPANY recognising that it cannot, in any way, make the disclosing party and/or the RD liable for any damage resulting from the disclosure, namely in terms of lack of novelty industrial property right protection.

----------------------------

Clauses 7.5 and 7.6 regulate the proceedings to be observed in any disclosure of the results of the joint project by staff members of the R&D partner. Although all exploitation rights are allocated to the company, it can still not prohibit such disclosures absolutely. The proposed scheme aims to perform a fair balance between the demands of respect for the company’s intellectual property rights, considering the Law applicable to patent applications (particularly novelty requirements) and the expectations of the researchers involved in terms of timely publication of the results, namely in scientific and academic forums.
----------------------------

7.7 The duty of confidentiality provided for in this clause binds the parties for a period of 5 (five) years beginning on the date of the particular disclosure of the information, regardless of whether this agreement is terminated for any reason beforehand.

CLAUSE EIGHT 

 (Unforeseeable Circumstances)

8.1 Neither of the parties shall be made liable if, due to unforeseeable circumstances or a situation of force majeure, namely strikes or other collective industrial conflicts, it is unable to comply with its obligations in this agreement in a timely fashion.

8.2 The party invoking unforeseeable circumstances or force majeure shall communicate and justify such a situation to the other party, informing it of the expected period for re-establishing normal conditions.

CLAUSE NINE

 (Liability)

9.1 Failure by one of the parties to comply with obligations arising from this agreement confers upon the other party, under the general applicable Law, the right to terminate the agreement, without prejudice to corresponding legal compensation.

9.2 For the purposes of the preceding paragraph, definitive non-compliance is defined as a delay in compliance with contractual obligations of more than 30 (thirty) working days.

CLAUSE TEN

(Duration and Termination)

10.1 This agreement enters into force immediately after it is signed and shall remain in force:

· For a period of 20 (twenty) years beginning on the date of exploitation of the research results;

or

· For a period of 20 years beginning on the date of submission of the first patent application for said research results or a part of them;

Whichever of the two is the longest.

10.2 The agreement can be revoked at any time or partly revised through the unanimous agreement of the parties. Such an agreement must observe written form and must be annexed to this agreement.

CLAUSE ELEVEN

(Law and Conflict Resolution)

11.1 This agreement is subject to Portuguese Law.

11.2 For settlement of any disputes arising from this agreement, the District Court of … shall be the competent court.

ALTERNATIVELY, THE PARTIES MAY AGREE ON AN ARBITRATION CLAUSE INSTEAD OF THE JURISDICTION OF THE NORMAL COURTS. The following is a suggestion for a text to replace paragraph 11.2 above should the parties choose that option.

11.2 In the event of a disagreement or dispute between the Parties on the interpretation, validity or application of this Agreement that they are unable to settle by consensus, either Party may submit it to an arbitration court, expressly renouncing to the intervention of any other court.
11.3 The arbitration court shall be constituted and shall function in accordance with the rules established in the Voluntary Arbitration Law (Law no. 31/86 of 29 August, as amended by Decree-Law no. 38/2003 of 8 March. The court shall consist of three arbitrators, of whom one is appointed by each of the parties and the third is co-opted by both parties. Should the parties fail to appoint a third arbitrator, the appointment shall be made by the Presiding Judge of the Lisbon Court of Appeals at the request of either party.

11.4 The arbitration proceedings shall be held in Lisbon, in the Portuguese language, unless otherwise agreed by the parties in the arbitration process.

11.5 Whenever matters of industrial property are the object of the conflict or dispute, the competence for resolving such conflicts will lie with t95he ARBITRARE Arbitration Centre, with express waiver of recourse to any other arbitration court; in such a case, the rules defined in the Arbitration Centre’s regulations shall apply. 

11.6 The arbitration court and/or the arbitration centre shall assess the facts and pass judgement in accordance with Portuguese law; there is no possibility of appeal against the tribunal’s decisions.

The parties recognise and agree upon the provisions of this agreement. It replaces, in all matters covered by it, all previous negotiations and contacts between the parties.

DATE AND SIGNATURES OF THE PARTIES
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