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Fighter Technology 
Licensor: General Dynamics Corporation 
Licensee: Mitsubishi Heavy Industries Limited 
Royalty: $60 million license fee 

General Dynamics Corporation received its first major sub-contract from Mitsubishi 
Heavy Industries Limited with regard to the development of the FSX Fighter Aircraft. General 
Dynamics will work on 5 aspects of the fighter, which is based on the F-16 design. The new FSX 
fighter is being jointly developed for the Japanese Air Force. The work to be conducted by 
General Dynamics includes development of the aft fuselage, leading edge flaps, wings, avionics, 
and test equipment. Over the course of the contracts General Dynamics indicated that it expected 
to receive about $800 million in revenues during the FSX development phase. Once the aircraft 
enters the production phase, General Dynamics estimated that its share could be worth more than 
$2 billion, based on the 103 aircraft that the Japan Defense Agency requested. Total amounts that 
General Dynamic received on the FSX program totaled $250 million. This includes the 
$110.5 million for the recently awarded contract and $60 million as a license fee for the use of the 
basic F-16 design. Source: Licensing Economics Review, September 1991. 
 
Update 

The primary businesses of General Dynamics Corporation focuses on business aviation, 
information systems, shipbuilding, marine systems, and land and amphibious combat systems.  
One of the company's primary operating units, General Dynamics Land Systems Inc. (Land 
Systems), was acquired in 1982.  During the early 1990's, while the defense industry was 
consolidating through mergers and acquisitions, the company divested its tactical military 
aircraft, missile systems and space launch systems businesses, as well as its Cessna aircraft 
operations. In the mid 1990's, the company began a series of acquisitions that primarily focused 
on defense and either directly related to its core businesses or provided opportunities within its 
core competencies.  The company currently operates in the following business groups: 
Aerospace, Information Systems and Technology, Marine Systems, Combat Systems and Other. 

 
 

Fighter Technology 
Licensor: Irkutsk Aviation Production Association 
Licensee: Hindustan Aeronautics Limited 
Royalty: $268 million royalty equaling a 6% royalty rate 

Hindustan Aeronautics Limited (HAL), an India based company, agreed to pay a $268 
million royalty to Irkutsk Aviation Production Association (IAPA) for licensed production of 140 
Su-30 fighter aircraft over 17 years.  The royalty allows HAL use of IAPA’s plant assembly 
machinery and instrument systems in the production of the fighters.  HAL anticipates producing 
12 fighters per year during the life of the agreement, which could total 204 aircraft. Consequently 
the $268 million fee equates to $1.3 million for each of the 204 aircraft. The Russian company 
Irkutsk Aviation Production Association (IAPO), will supply the plant assembly machinery and 
instrument systems for the Indian Su-30s, which will be built at Nasik, near Mumbai. The 
contract also permits HAL to manufacture AL-31 FP thrust-vectoring engines. 

A spokesperson for HAL stated that the fighters built under the license agreement will 
cost about $22.5 million each versus the current import price of $37.5 million each. At $22.5 
million each the per unit royalty of $1.3 million translates to a 6% royalty rate. 

Most of the Su-30 MKI components, including avionics, parts of the fuselage and initial 
deliveries of AL-31 FP engines, will be imported from Sukhoi's manufacturing facilities at 
Irkutsk, Siberia. The French defense firm Sextant Avionique will supply an inertial navigation 
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Brake Fluid 
Licensor: Michael G. Wachholz - Individual 
Licensee: Motorsports Emporium, Inc. 
Royalty: $15,000 license fee plus 7% of sales 

Motorsporst Emporium, Inc., on August 10, 2005, entered into a license agreement under 
which Mortorsports licensed from Michael G. Wachholz certain technology including known-
how, services, product and blend applications techniques and specifications, and the exclusive 
right to use, manufacture, have manufactured, sell and distribute Prospeed GS610 Maximum 
Performance Brake Fluid. In addition, the company licensed from licensor the right to use the 
trademarks Brake Deeper. Harder, Longer!, Prospeed, Prospeed Motorsport, GS610, and GS610 
Maximum Performance Brake Fluid, and has also licensed for the company’s use, the websites 
www.prospeedmotorsports.com and www.gs610.com. Prospeed GS610 Maximum Performance 
Brake Fluid is a DOT 4 compliant brake fluid. It meets and greatly exceeds all requirements of 
the Federal Motor Vehicle Safety Standard #116 (FMVSS 116) as well as SAE J1704 and meets 
all descriptions per SAE J1709.  

In consideration of the grant of the exclusive license Motorsports agreed to a licensee fee 
of $15,000 and a running royalty of 7% on all gross sales. Source: Form 8-K Motorsporst 
Emproium, Inc. 8/16/2005 

 

Clear Coating 
Licensor: Dancor, Inc. 
Licensee: Various 
Royalty: 5% to 8% of net sales 

Dancor, Inc. is granting licensing rights for metal-coat technology. The technology is a 
patented inexpensive and durable coating for all types of metal called Vitroseal. It covers and 
penetrates metal. It isn't toxic and contains no volatile organic compounds. One of the biggest 
potential uses is a clear coat finish to cover automobile paint and on the aluminum beverage-cans, 
automobile wheels, airplanes and automobiles.  

The coating market is estimated at $80 billion annually and with Dancor set to get a 5% 
to 8% royalty, the prospects are enormous. Source: The Deseret News Section: Money; Page. M1, 
April 20, 1997. 

 

Climate Control Sensor 
Licensor: Dennis J. Hegyi - Individual 
Licensee: Control Devices, Inc. 
Royalty: $125,000 upfront fee plus 1% to 6% of sales 

Control Devices, Inc. on April 3, 1995 was granted a worldwide exclusive license to 
make, use, sell or otherwise dispose of royalty product referred to as solar position sensor for 
multi-zone automatic climate control. The invention means the method and/or apparatus which (i) 
was discovered by an individual, (ii) pertains to a sensor which can determine the solar flux as 
well as the elevation and azimuth of the sun relative to the sensor, and (iii) consists of a plurality 
of light sensors with a light mask located above the light sensors and which may also contain a 
diffuser located between the light mask and the light sensors. The invention further includes any 
methods, processes, electrical circuits, devices, apparatuses, designs, equipment, and/or structures 
for such a system or for use in connection therewith.  



Royalty Rates for Technology – 5th Edition 
 

 

392 
 

Diagnostic 
Licensor: CompuMed, Inc. 
Licensee: Merck & Co. 
Royalty: 10% on sales 

CompuMed, Inc. is a healthcare informatics company that provides diagnostic software 
solutions for the medical community in the areas of bone mineral density measurement and the 
remote interpretation of electrocardiograms.  The company’s two main products are the 
OsteoGram® and CardioGram systems.  The OsteoGram® is CompuMed’s proprietary software 
that utilizes a standard x-ray of the hand to screen, diagnose and monitor osteoporosis, a disease 
that affects over an estimated 200 million people worldwide.  The CardioGram consists of 
computer-aided telemedicine services for cardiology that offers on-line computer interpretation of 
electrocardiograms (ECG’s) to physicians, government and corporate healthcare providers. 

CompuMed Inc. said its OsteoGram licensing pact with Merck has no minimum 
royalties. The royalty payments have no maximum between1996-1998. But the payments are 
subject to a maximum in 1999 equal to the lesser of 10% of Merck's total collected revenues from 
the pact or $3 million, and a maximum in 2000 equal to the lesser of 10 percent of Merck's total 
collected revenues or $4 million, CompuMed said.  

In a statement detailing the agreement signed September 27, 1995, CompuMed said 
Merck will pay it royalties for each revenue-producing test using the OsteoGram technology 
between1996-2000. The royalties will "escalate" from $2 to $4 per test during that period, it said. 
It said that under the agreement Merck was granted a perpetual, exclusive license of CompuMed's 
OsteoGram technology and was assigned CompuMed's software copyright and OsteoGram trade 
name. CompuMed retained the right to make major enhancements to the technology and to use or 
license the enhancements, subject to providing Merck with first opportunities to license or acquire 
them from CompuMed on negotiated terms. 

Osteogram is a computer-based bone mineral density test using standard x-ray equipment 
and computer image analysis. Merck recently got US Food and Drug Administration Approval 
for its drug Fosamax for treating osteoporosis in women after menopause. The drug maker has 
signed pacts with a handful of companies with bone testing technology in an effort to boost 
awareness and diagnosis of the bone-thinning disease. Source: Licensing Economics Review, 
September 1995.  

 

Diagnostic Test 
Licensor: Dr. Mark Bogart 
Licensee: Various 
Royalty: $9 per test 

In the mid-1980s Dr. Mark Bogart made an important discovery that contributed to the 
development of a screening test for Down syndrome. Recently Bogart has launched a campaign 
to collect a royalty each time the widely used prenatal test is performed. The triple blood screen 
test, which measures the concentration of three substances in a pregnant woman's blood, can warn 
a woman that there is a good chance her baby will have Down syndrome, a genetic defect that 
causes retardation. The test is far from 100 percent accurate, but it does help determine whether 
more tests for Down syndrome are needed. 

Bogart made his contribution to the test's development while working at the University of 
California at San Diego in 1986, when he discovered that if a woman's fetus had Down syndrome 
her blood would contain extremely high levels of a hormone known as human chorionic 
gonadotropin, or HCG. He patented the discovery in 1989, claiming rights to any diagnostic test 
that used the hormone to detect Down syndrome or related birth defects. Although his discovery 
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obligated to pay royalties to Dr. Steadman for ten years after the first public announcement by the 
company of the national launch of the SharpShooter in the U.S. Royalties due to Dr. Steadman 
range between 2.4% and 4.8% of net sales of the SharpShooter and royalties due to MPC range 
between 0.6% and 1.2% of net sales of the SharpShooter. No further royalties will be due to 
either Dr. Steadman or MPC on net sales made beginning ten years after the national launch of 
the SharpShooter in the U.S. Source: ReGen Biologic, Inc. 2005 10K. 

Vascular Closure Device 
Licensor: American Medical Systems Holdings, Inc. 
Licensee: Undisclosed 
Royalty: 2.625% on net sales 

American Medical Systems Holdings, Inc. develops, manufactures, and markets medical 
devices to physicians. AMSH manufactures and markets a broad and well-established line of 
proprietary products targeted at the pelvic health disease states of erectile dysfunction, male 
urinary incontinence, benign prostatic hyperplasia (BPH), male urethral stricture, fecal 
incontinence, female urinary incontinence, pelvic organ prolapse and menorrhagia. The company 
estimates these diseases affect approximately 242 million people in the United States and Europe. 
Nearly 70 million of these men and women have conditions sufficiently severe so as to 
profoundly diminish their quality of life and significantly impact their relationships.  

AMSH licenses its stent-delivery technology for medical use outside of urology. It has a  
perpetual exclusive worldwide license, entered into during 1998 and is expected to continue to 
2009. AMSH receives a royalty equal to 2.625 percent of net sales of licensed products on a 
quarterly basis. Source: American Medical Systems Holdings, Inc. 2005 10K. 

Vascular Closure Device 
Licensor: Kensey Nash Corporation 
Licensee: St. Jude Medical, Inc. 
Royalty: 6% on net sales 

Kensey Nash Corporation (KNC) is a medical technology company providing innovative 
solutions and technologies for a wide range of medical procedures. KNC has expanded well 
beyond its beginnings in vascular puncture closure and today provides an extensive range of 
products into multiple medical markets, primarily in the cardiovascular, sports medicine and 
spine markets. As the inventor of the Angio-Seal™ Vascular Closure Device (Angio-Seal), a 
device designed to seal and close femoral artery punctures made during diagnostic and 
therapeutic cardiovascular catheterizations. KNC was the first company to place an absorbable 
biomaterial device into the human vascular system. As pioneers in this field of absorbable 
biomaterials, KNC developed significant expertise in the design, development, manufacture and 
processing of absorbable biomaterials for medical applications. 

KNC’s initial success was with the Angio-Seal, which was invented and developed and 
subsequently licensed. St. Jude Medical, Inc. acquired the worldwide license to the Angio-Seal 
device in March of 1999. St. Jude Medical has the worldwide exclusive rights for the 
development, manufacturing and sales and marketing of the Angio-Seal. The Angio-Seal was 
commercialized in the U.S. in 1996 and is currently the leading product in the vascular closure 
device market with end-user product sales by St. Jude Medical of $304 million in the company’s 
fiscal 2005, up 21% from $251 million in fiscal 2004. The vascular puncture closure market is 
estimated to have a potential $1 billion annual worldwide market with current penetration of 
approximately 45% to 50%.  


