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AERONAUTICS & DEFENSE 
 

Avionics 

Licensor: Sundstrand Corporation Singapore Subsidiary 
Licensee: Sundstrand Corporation 
Royalty: 10% of sales 

  Sundstrand is the leading supplier of aircraft electric power systems. The company’s 
systems are installed on every current commercial aircraft platform offered by Boeing and Airbus 
Industries, most regional jet aircraft, and many of the world's military aircraft. This scope of 
coverage is important both for the significant aftermarket business it generates and for the 
ongoing relationships it provides with customers.  

Sundstrand Corporation and the IRS split a major decision on foreign-unit income that 
may provide an indication of an appropriate royalty rate for avionics technology.  The decision 
was reached in Tax Court regarding a dispute with the IRS about the proper level of payments 
between Sundstrand and a Singapore subsidiary that supplies parts for avionics systems. When a 
subsidiary company is located in a low income tax country, parent companies can shift income to 
the low tax rate jurisdiction by paying unreasonably high transfer prices for equipment that the 
foreign subsidiary produces for the parent. The shifting of income is further accomplished if the 
parent company accepts a below "market" licensing royalty rate for use of the parent company's 
technology.  In the Sundstrand case the IRS adjusted taxable income by adjusting the prices at 
which goods were transferred to the parent company in the US. The IRS also adjusted the royalty 
rate that the Singapore subsidiary paid for the use of Sundstrand technology.  
 The taxable profits of Sundstrand were based on the purchase of components from the 
Singapore subsidiary at a 15% discount off the retail price charged by the subsidiary. The profits 
of Sundstrand also reflected that licensing royalties from the Singapore unit were paid at 2% of 
sales.  In Tax Court the judge rejected the IRS' claims that the Singapore unit was a low profit 
margin subcontractor and accepted Sundstrand's argument that the unit was an independent 
subsidiary. The court however decided that the transfer prices between the two companies should 
indeed be adjusted and decided that a 20 percent discount off catalog prices was more appropriate 
and that a licensing royalty rate of 10% of sales for the avionics technology was more 
appropriate. Source: Licensing Economics Review, March 1991.  

Collision Avoidance 

Licensor:  Advanced Acoustic Concepts, Inc. 
Licensee: Flight Safety Technologies, Inc. 
Royalty: $150,000 plus 3% of sales    

 Flight Safety Technologies, Inc. is developing three new technologies designed to 
enhance aviation safety and efficiency. These technologies include SOCRATES®, UNICORN™, 
and TIICM™. SOCRATES® is a technology being developed into a ground-based laser acoustic 
sensor to detect and track wake vortices at airports. UNICORN™ is a technology being 
developed into an airborne radar for collision avoidance and ground proximity warning. TIICM™ 
is a technology that will protect commercial and military aircraft against terrorist threats from 
heat seeking missiles. The UNICORN™ technology is described below. 
 UNICORN™ - The company is pursuing the development of an airborne collision and 
ground proximity warning system. During August, 2005 the company tested a UNICORN™ 
prototype antenna in a proof-of-principle test. The data collected from this test is currently being 
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HD Optical Technology  

Licensor: Blu-Ray Disc 
Licensee: Various 
Royalty: License fee plus 10 cents per player and 2 cents per disk   

Blu-ray Disc says two licenses are necessary to produce and sell products utilizing Blu-
ray Disc technology. Blu-ray HD optical disc format is being, touted by proponents as successor 
to DVD.  One is the Blu-ray Disc Rewritable Format & Logo License Agreement (FLLA), 
required to obtain a license for format specifications (excluding patents) and logo developed and 
owned by nine companies. The second requirement is a license for Content Protection System 
Adopters (CPSA) Agreement for Blu-ray Disc Rewritable, which gives the licensee use of 
copyright protection system specifications and keys from Matsushita, Philips, Sony. The group is 
offering ten-year renewable licenses. The two licenses carry separate royalty payments. Blu-Ray 
Disc is composed of a group of nine companies that formed the group to design the successor to 
the DVD.  The group’s members are Hitachi, LG Electronics, Matsushita, Philips, Pioneer, Sony, 
Samsung, Sharp and Thomson.  By using a blue laser instead of red one, up to 27 GB of high 
density recording can be stored on a single disc.  The nine companies involved in the 
development of the new technology will develop products to take advantage of the increased 
capacity and high speed of data transfer that the new technology offers.   

 The founders are offering licenses as 10-year renewable contracts, but didn't divulge any 
information about terms or cost of licensing or even what patents applied and what company or 
companies owned them. Patent licensing arrangements for current DVD format took some time to 
work out, and ultimately wound up as department store of separate patent pools and individual 
companies instead of one-stop-shopping venue for licensees. Besides needing license for pooled 
patents of 3C group (Philips, Pioneer and Sony) and 6C group (Hitachi, JVC, Matsushita, 
Mitsubishi, Toshiba, Warner and, lately, IBM), prospective vendors of DVD hardware and 
software need separate licenses from entities that include DiscoVision, Dolby, MPEG-LA, 
Nissim, Thomson. Meanwhile, DVD patent owners cross-license one another under terms that 
remain undisclosed. 

For FLLA, the cost is $30,000 for players and recorders, $20,000 for software media. The 
group also said that royalties were due for components and manufacturing and testing equipment, 
but royalty was capped at $60,000 for vendors taking licenses in three or more areas.  

The royalty for CPSA is $12,000 for players and recorders, $8,000 for software media, 
and $4,000 for components. There also is a fee for Copyright Protection Key, levied at 10 cents 
per set for players and recorders, 2 cents for each disc, and a $500 "fulfillment fee" for each 
order. Source: Licensing Economics Review, February 2003. 

 

Lasers  

Licensor: Patlex Corporation 
Licensee: Spectra-Physics Inc. 
Royalty: 5% of sales 

 Patlex Corporation has signed an agreement with Spectra-Physics Incorporated whereby 
Spectra-Physics will pay royalties to Patlex for use of its long disputed laser patents. The royalties 
will be split with 64 percent of the income going to Patlex and the remainder going to Gordon 
Gould, a laser pioneer. The laser patents held by Gordon Gould have been in dispute for over 30 
years. The agreement with Spectra-Physics Incorporated, the world’s biggest laser manufacturer, 
bodes well for Patlex as it continues to seek licensing agreements with other laser producers that 
use the patented technology.  Richard Samuel, President of Patlex, repeated a previous forecast 
that he made in July whereby it is expected that Patlex will receive ongoing revenue from patent 
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COMPUTER HARDWARE 
 
 

1394 Specification 

Licensor: Apple Computer 
Licensee: Computer Manufacturers 
Royalty: $1 per port 

Apple Computer is seeking royalties of $1 per port from chip and system makers using 
the 1394 interface, which was born at Apple as Firewire. The move has sparked high-profile 
protests, including a call from a senior Intel vice president to Apple CEO Steve Jobs. Sources said 
some companies considering 1394 have backed off until the dust settles. But at least one chip 
maker is still upbeat about the interface: Texas Instruments is expected to announce that it 
shipped nearly 1 million 1394 chips in the fourth quarter. The interface has appeared in various 
camcorders; in PCs from Compaq, NEC and Sony; and in Apple's latest G3 Macintosh 
computers. Source: Licensing Economics Review, February 1995. 

1394a Specifications 
Licensor: Consortium 
Licensee: Computer Manufacturers 
Royalty: $0.25 per product 

Six companies from the consumer electronics and PC industries announced a patent pool 
for 1394 specifications licensing last week. The move was made to try and quell rumors that 
Apple Computer Inc. had taken a hard line approach to licensing 1394 IP related to the upcoming 
1394a specification. With prices of digital camcorders enabled with the high-speed bus falling 
and more PC vendors incorporating the capability into desktops, interest in the technology 
originally branded as Firewire is growing. Pool members Apple, Compaq Computer Corp., 
Matsushita Electric Industrial Co., Royal Philips Electronics, Sony Corp. and Toshiba Corp. are 
expected to charge manufacturers of shrink-wrapped products featuring 1394 (such as PCs, 
camcorders and stand-alone disk drives) a fee of about 25 cents per product. Vendors bringing 
1394 products to market, however, are likely to be assessed other patent charges. At least two 
other companies, IBM Corp. and STMicroelectronics NV, have critical 1394 patents. Source: 
Licensing Economics Review, April 1999. 

Acer Personal Computing 

Licensor: Acer Inc. 
Licensee: IBM 
Royalty: Cross License 

Acer Inc. and International Business Machine have agreed to cross-license all patents 
related to data processing apparatus. The agreement allows Acer and IBM to research, develop, 
market and sell personal computers without the risk of infringing each other's patents. Specific 
terms of the agreement are confidential. The agreement is part of Acer's plan to establish cross-
license agreements and closer working relations with leading technologies in the world. The 
company has already developed a patent-related cross-license agreement with Intel. 
 IBM has a number of cross-license agreements with Taiwanese semiconductor makers 
and over 100 royalty-bearing patent license agreements in Taiwan but this agreement is the first 
such cross-license agreement IBM has made with a Taiwan-based personal computer company. 
IBM has a portfolio of more than 32,000 and Acer has held more than 400 patents for its chip 
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MECHANICAL 
 
 

3D Printing 

Licensor: 3D Systems, Inc. 
Licensee: Formlabs, Inc. 
Royalty:  8% of sales 

3D Systems, Inc. on December 1, 2014 and Formlabs, Inc. agreed to the entry of an 
Order dismissing all claims and counterclaims with prejudice in an action 3D Systems filed 
against Formlabs for infringement of United States Patent Nos. 5,554,336, 5,569,431, 5,609,812, 
5,609,813, 5,762,856, 5,779,967, 5,785,918, and 5,814,265 (together, the "Subject Patents"), 
captioned as 3D Systems, Inc. v. Formlabs, Inc., 1:13-cv-07973-RWS, in the United States 
District Court for the Southern District of New York. The lawsuit focused on patents regarding 
stereolithography 3D printing technology, also known as SLA. All patents had been granted in 
the 1990s, as 3D Systems' inventor had invented this manufacturing technique a decade earlier. 
  The Order was entered into pursuant to the terms of a Settlement and License Agreement 
(the "Agreement") dated November 25, 2014 between 3D Systems and Formlabs under which 3D 
Systems granted to Formlabs a worldwide, non-exclusive, royalty bearing, license, without the 
right to sublicense, to make and sell Formlabs products under the Subject Patents. In 
consideration of the license and releases granted by 3D Systems, Formlabs agreed to pay 3D 
Systems a royalty of 8.0% of net sales of Formlabs products through the effective period. Source: 
3D Systems Corp. Form K. 

Air Purification  

Licensor: Microgenix Ltd. 
Licensee: Voicenet Australia Ltd. 
Royalty: 5% of sales 

Voicenet Australia Ltd. announced it had signed an exclusive license agreement for the 
rights to manufacture, distribute, market and sell the Microgenix air purification system in the 
Australasian region (defined to include Australia, New Zealand, Indonesia, Malaysia, Philippines, 
Singapore, Vietnam, Thailand and Taiwan). The Microgenix Air Purification System was 
developed specifically to address the problems of poor air quality and cross-infection within 
enclosed environments and can be used in conjunction with any air handling or air conditioning 
systems. The unique advantage of the Microgenix System is that it has been scientifically proven 
to eliminate up to 100% of all known airborne virus and bacteria. In independent tests at the 
Centre for Chemical and Biological Defence Research at Porton Down in the United Kingdom, 
the Microgenix System proved 99.85% - 100% effective against simulated Anthrax.  Potential 
markets for the Microgenix products include: transport, hospitals, defense, offices and public 
buildings. Voicenet will pay a royalty of 5% of sales to Microgenix. 

Voicenet Australia Ltd. is publicly listed on the Australian Stock Exchange and has 
offices in Australia, the United States and Chile.  The core of the company’s product range is the 
Voicenet Multi Services Platform (MSP). The MSP platform provides a delivery mechanism for 
what is known within Voicenet as "Interaction Relationship Management" (IRM) technology. 
This is the ability to host and launch multiple applications which are affiliated with Customer 
Relationship Management (CRM), Computer Telephony Integration, Voice Portals, Speech 


