
How to Stop Worrying & Start Implementing 
License Agreement Compliance

Welcoming remarks will begin at 

11:55 a.m. Eastern Time.

The formal presentation will begin at Noon Eastern

For audio, dial in by phone: 

+1‐866‐365‐4406
Access code 5627649 

For a list of international toll‐free numbers check your confirmation email for the direct link. 
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Nate Ruey, McGladrey Royalty Advisory Services
Nate is a Certified Public Accountant, Certified in Financial Forensics and a Certified Internal
Auditor. Nate has over 10 years of professional experience and specializes in conducting
royalty investigations for universities and other public and private institutions, including
reviews in the following industries: life sciences, medical supplies, medical devices,
agriculture, publications, industrial products, and consumer products,
As a member of the Association of University Technology Managers, Nate is a committee
member for the Licensing Activity Survey publication.

Hassan R. Naqvi, Center for Technology Transfer and Commercialization, Vanderbilt
University
Hassan oversees license compliance at Vanderbilt University’s Center for Technology
Transfer and Commercialization (CTTC) and has over 5 years of experience in initiating
and managing license agreement compliance programs. Hassan is a member of AUTM
and part of the of the AUTM Annual Meeting Program Committee and also serves on the
BIO Translational Research Forum Program Committee for the 2014 BIO International
Convention.

Speaking with you today 



Thank you to our 
sponsor. 

Questions?
We will be taking questions at the 
conclusion of the presentation. 



Operator Assistance

Audio difficulties:  Dial 0 0

Other issues:  +1‐847‐559‐0846

Remember 

to complete your survey 
after the event.

Thank You!



www.autm.net

Welcome 

AUTM Members
www.autm.net



Member BenefitsDiscounted Pricing 
– Professional development courses 

– Annual Meeting 

– Online courses

– Online job posting

– Membership mailing lists 

• Access to AUTM Publications
– AUTM Better World Report

– AUTM Salary Survey

– AUTM Technology Transfer Practice Manual

– AUTM Licensing Activity Survey (currently for United States and Canada)

– AUTM Update

Member Benefits
In‐person and Online Networking

– Special Interest Groups

– Online Discussion Groups

– Volunteer committees

– Partnership Forum at Annual Meeting

– Meetings at national and regional levels

Additional Benefits
– Updates on legislative activity and how it affects you

– Meeting proceedings and presentations

– Member discount on the AUTM Licensing Activity Survey (currently for United States and 

Canada)

– Access to post data on the Global Technology Port



AUTM Education Library

Seeded content:

• 23 Annual Meeting 
workshop recordings

• 10 relevant links to the 
TTP Manual

• 5 educational webinar 
recordings

• Additional content added 
annually by committee

http://www.autm.net/source/ed-library/index.cfm

Introducing AUTM’s 
newest member benefit

Member Benefits
The AUTM Global Technology Portal (GTP)



If you're an AUTM member, you're 
already signed up for the GTP. Simply 
login with your AUTM member login 
and password. 

GTP.AUTM.NET

AUTM Global Technology Portal 
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Nathaniel Ruey, CPA

Director

McGladrey LLP
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Hassan Naqvi, Ph.D.

Licensing Officer

Vanderbilt University

How to Stop Worrying and 
Start Implementing License Compliance

Hassan R. Naqvi, PhD

Vanderbilt University

Nate Ruey, CPA

McGladrey LLP

August 27, 2013



The following presentation reflects the personal views and thoughts of 
Hassan Naqvi and Nate Ruey, and is not to be construed as representing 

in any way the corporate views or advice of Vanderbilt University or McGladrey 
and their Affiliates, Subsidiaries or Divisions, nor the views or advice of the 

Association of University Technology Managers (AUTM). The content is solely for 
purposes of discussion and illustration, and is not to be considered legal advice.
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Overview

• Introduction – Why Focus on Compliance?

• Compliance Functions

• Running an Effective Compliance Program:

– Initiating

– Maintaining

– Excelling

• Licensee audits as a tool for ensuring compliance

• Wrap‐up and Conclusions
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Poll:  Who is responsible for monitoring 
licensees for compliance at your university?

• We have a specific compliance function in our 
office.

• The licensing managers are responsible for 
compliance of licenses in their portfolio.

• What’s compliance???

So, Why Bother With Compliance?

• Living with the License

– A license is a partnership
• Average term of 15 years

• Team effort 
– need for constant communication

– A number of promises made

– Are both parties still on the same page?
• Intent vs. contract language

• Expectations vs. realities

20



Compliance Functions

• Ensure that:

– Correct royalties are paid

– Diligence and development progress assessed

– Patent expenses reimbursed

– Covenants and warranties honored

– Delinquencies confirmed 

• Internal reporting and feedback

– Performance metrics for active licenses

– Provide feedback on licensing language
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Compliance Process 

Contract 
Monitoring

Identify 
Compliance 
Defaults

Notification 
and 

Monitoring
Negotiations

Dispute 
Resolution

Cure

Terminate
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Poll: How are license agreements and 
associated records maintained at your TLO?

Choose all that apply. 

• Physical files and paper records kept in a file 
cabinet

• Database

• Licensing managers keep their own records

• Other

Initiating a License Agreement Compliance Program

• Assemble the right team for compliance

• Preliminary review of active license agreements
– Sources of information:

• Database

• Hard files

• Licensing manager

• Initiate and maintain a running list of compliance issues
– Prioritize by nature of delinquency

– Focus on financial delinquencies

• Consult with the Licensing Manager

• Reach out to companies
24



Maintaining License Agreement Compliance

• Automate the process

– Docket license terms

– Generate automated messages

• Setup an Internal Monitoring 
mechanism
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Do You Have???

• A royalty reporting template

• A calendar for each License Agreement to manage key dates

• Standard operating procedures

• An abstract of the key terms and conditions of the license 

agreement

• A royalty payment trend analysis for each Agreement

Internal Monitoring Considerations

26



Royalty Report Template Suggestions

At a minimum, the following information should be included 
and detailed by country of sales origin:

• Product number

• Units sold

• Unit price

• Each deduction by category to arrive at net sales

• Royalty rate

• Foreign currency conversion rate, if applicable
27



Internal Monitoring Considerations, continued

• Monthly or quarterly internal meetings to discuss your active 

licensee portfolio

• Tracking the patent or agreement expiration date

• A process to conduct periodic internal or external audits

• An open relationship with licensee – this is a partnership, don’t 

be afraid to call them with questions
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Excelling at License Agreement Compliance

• Work with licensees…

– Standardized reporting

– Regular updates

• … and the Licensing Manager

– Compliance is a team effort

– Help LM maintain relationships with Licensee

• Explore other options for increasing  compliance

– Collections

– Payment plans

• Provide feedback to construct a better license

– Interest on late payments

– Breach and terminations

– Net Sales definition

– Audit rights
30



License Agreement Language Suggestions

• Net Sales definition

• Include late payment and interest fees

• Right to audit at least annually

• Books and records should be maintained based on statute of 
limitations

• Methodology errors

• If audit identified underreported royalties in any reporting 
period over x%, cost of audit should shift to licensee

• Do not need to include that an audit is conducted by an 
independent CPA
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Other Useful Language
1.2 Diligence Reporting

Throughout the course of commercial development of 
Licensed Products by Company, its Affiliates and Sublicensees, 
Company shall provide the Licensor with reasonably detailed 
confidential periodic summary reports evidencing its efforts in, 
progress made, and future plans for, its development of 
Licensed Products, on a Licensed Product-by-Licensed 
Product basis, and bringing same to market (such reports 
to be provided no less frequently than every six months, 
the first report to be due within 12 months after the 
Effective Date).  In addition, Company shall provide to the 
Licensor commercially reasonable evidence of Company having 
achieved each of the above-defined commercial Milestones 
within thirty (30) days after the corresponding Milestone Date 
set forth above.

1.3 Product Reports

In addition to the foregoing reports, Company shall deliver 
annually a report containing Company’s financial 
statements for the preceding twelve (12) months including, 
at a minimum, a balance sheet and an operating statement.  
Such reports shall be considered Confidential Information, and 
shall be subject to the confidentiality provisions contained 
herein.

1.1 Financial Projections
To assist the Licensor in projecting 

its future revenues, Company shall 
provide the Licensor with a five-year 
projection of Net Sales of Licensed 
Product within six (6) months of the 
Effective Date. Such projection shall be 
updated by Company annually, the first 
update due at the end of the calendar 
year containing the first anniversary date 
of the Effective Date.  The Licensor 
acknowledges that such projections are 
speculative, and that Company shall 
have no liability for the Licensor’s 
reliance on same.  The Licensor agrees 
that such projections will be considered 
Confidential Information, and shall be 
subject to the confidentiality provisions 
contained herein.



Poll:  Have you ever conducted an internal 
royalty audit of any of your licensees? 

• Yes

• No

Why Universities Conduct Royalty Audits

Reactive

• Royalty payments received are getting smaller or stop coming in

• Payments received are late

• University has information that the licensee is either underreporting 
licensed product sales or is selling new products containing the 
licensed technology

Proactive

• Fiduciary responsibility to university stakeholders

• University has developed a Royalty Audit Plan

• Induce future compliance

34



Poll:  When was the last time you audited one 
of your licensees?

• Within the last year

• Within the last 1‐3 years

• Over 3 years

• Never conducted a royalty audit

Example Royalty Audit Plan Approach 
– Tiered License Agreements

• Determine the median royalty revenue of each License 
Agreement in your portfolio

• Divide the portfolio into thirds

• Assuming top third of your License Agreements generate 
royalties in excess of $200,000 each annually, these 
licensees should be randomly audited at least once 
within their Agreement required recordkeeping term

• If possible (budget), randomly select a licensee from the 
middle or bottom third for audit  
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Example Royalty Audit Plan Approach 
– Risk Based

• Each License Agreement is structured differently and, based on the 
licensed technology and licensor, different risk factors exist

• Example risk factors include:

− International manufacturing and sales

− Agreement complexity

− Number of other parties involved:

• Sub‐licensees

• Distributors

• Affiliates

− Start‐Ups
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Common Errors Uncovered During a Royalty Audit

• Deductions from sales subject to royalty, not allowed

• New products containing the licensed technology, not 

reported

• Cell formula errors in manual Excel spreadsheets

• Underreporting by foreign subsidiaries 

• Inconsistent interpretation by domestic and foreign‐related 

entities

• Understanding IP Law
38



Royalty Audit Recovery Rates 

Audit Statistics:

• 75%‐80% of our audits determine underpaid royalties

• 95% + of the 75%‐80%, produce recoveries in excess of the cost 
of the audit
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Lessons Learned
• Licensee compliance begins at negotiation

– Licensing language issues

• Clarify intent in agreement

• Clearly enunciate obligations and due dates

• Uniform reporting format

• Compliance is a team sport

• Automate compliance functions as much as possible

• Explore other options to ensure compliance

• Use your compliance experience to help build a better license agreement 

template 40



Contact Information

Hassan Hasan

Vanderbilt University

1207 17th Avenue South, Suite 105

Nashville, TN 37212

Tel. (615) 322‐1067

Email: hassan.naqvi@vanderbilt.edu

Nate Ruey

McGladrey LLP

20 North Martingale Road, Suite 500

Schaumburg, Illinois 60173

Tel. (312) 634‐3328

Email: nathaniel.ruey@mcgladrey.com

Questions? Comments?
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Discussion 

and Q&A 
Click the raise hand button.

When called on, press * 7 on your telephone keypad to 
un‐mute your phone. 

Press * 6 to re‐mute your phone.

Thank you for your 
participation.

Remember to complete 

our online survey.



Thank you to our 
sponsor. 

Webinar Recordings
Basics of Technology Transfer for Licensing Professionals

Basic Patenting 101
Copyright Law and Content/Software Licensing

Equity Based License Agreements
Financial Conflicts of Interest

Marketing: Whether By Traditional or Social Media, the Value
Need to Know Basics of Technology Transfer for Support Staff

Negotiation of License Agreements
Nuts and Bolts for Compliance Under Federal Funding Awards

The Basics of Open Source Licensing
Tips for Managing MTAs

Triage
Valuation of Inventions and Patents

(More Added Monthly)

www.autm.net/onlinelearning



Network with AUTM Online

http://twitter.com/AUTM_Network

Type “Association of University
Technology Managers” into  the search
box on Facebook and click “like”

Search groups for AUTM at
www.linkedin.com  

Register now for 
AUTM’s next webinar

• AIA in Practice for Technology Transfer 
Professionals

– September 5

www.autm.net/OnlineLearning



Watch the AUTM Website for 

upcoming webinars

• Patents at the Supreme Court: Update & Fallout

– Sept. 12

• Royalties and Relationships – Keeping Current, Complete and Congenial

– Sept. 18 

• Dashboard Driven IP Portfolio Management

– Sept. 25

• Venture Capital 101

– October 15

• Open Innovation

– Oct. 30

• Many more to come!

AUTM Eastern Region Meeting

Sept. 9 – 10, 2013

The Boston Park Plaza & Towers
Boston, MA  USA

AUTM Western Region Meeting

Sept. 30 – Oct. 1

The Nines Hotel
Portland, OR  USA

www.autm.net/Events

AUTM Region Meetings



New for 2013!

Successful Practices in Small 
Technology Transfer Offices
 Oct. 23 – 24

InterContinental Dallas
Dallas, TX  USA

www.autm.net/Events

Register 
Today!

AUTM Courses 

NEW!

AUTM Essentials of Academic 
Technology Transfer Course

October 23 – 25
InterContinental Dallas
Dallas, TX  USA

AUTM Technology Operations and Organization 
Licensing Skills (TOOLS) Course

October 23 – 25
InterContinental Dallas
Dallas, TX  USA

www.autm.net/Events

AUTM Courses 



AUTM 2014 Annual Meeting

Feb. 19 – 22
San Francisco Marriott Marquis
San Francisco, CA USA

www.autm.net/Events

 Save the   
Date!

AUTM Annual Meeting 


