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Foreword

Germany is home to one of the world’s strongest research
ecosystems. It has world-class universities, leading non-universi-
ty research organizations, a growing venture capital market, and
an increasingly experienced generation of founders who want to
build globally relevant companies from science and technology.

And yet, for many years, we have lived with a paradox:
the stakeholders who all need spin-offs to succeed have often
lacked a shared basis for making them happen. Discussions
between research organizations, technology transfer offices,
founders, angel investors, and venture capital firms have too
frequently been shaped by assumptions, isolated experiences,
and institutional constraints rather than by structured dialogue.

The German Spin-off Framework was created
to help change that.

From the outset, the purpose of this initiative was not to im-
pose a single model on a highly diverse ecosystem. It was to bring
key stakeholders to one table, create trust and a more transpar-
ent, practical, and founder-compatible basis for negotiations. The
working group deliberately brought together technology transfer,
investment, founder, legal and ecosystem perspectives because
successful spin-offs need fair recognition of the contribution made
by different parties, deal structures that allow ambitious companies
to raise capital, attract talent, and scale internationally, and a tech
transfer process that is fast and focused.

This framework should therefore be read in the spirit in
which it was developed: as an orientation tool; as a contribution
to better negotiations; and as the first version of a process that
must continue.

The “landing zones" described in this document are refer-
ence points for negotiations. They are meant to create transparency
around deal structures that experienced practitioners have seen
work in real transactions. They should help reduce avoidable
friction, not increase transaction costs. They should help parties
find balanced outcomes faster.



The same applies to speed and process. Economic terms
are only one part of a successful spin-off. Long, unpredictable,
or overly complex negotiations can be just as harmful as poorly
calibrated financial terms. A good framework must therefore
also encourage professional, time-efficient, and transparent
processes. The ambition should be clear: fewer months spent
negotiating, fewer surprises for all parties, and more time spent
building the company.

The GSOF is intentionally a version 1.0. It is the result of a
structured process involving experienced key stakeholders who
are central to any spin-off. It does not claim to be the final word.
The ultimate test of the GSOF is whether it helps more founders
turn excellent research into excellent companies.

My sincere thanks go to the Joachim Herz Foundation for
supporting and accompanying this initiative. Their commitment to
entrepreneurship, technology transfer, and the commercialization
of research has been instrumental throughout this process.

I would also like to thank the many practitioners who con-
tributed their expertise, perspectives, and constructive criticism.
Their willingness to engage openly across institutional boundaries
has made this framework possible.

If the German Spin-off Framework helps reduce unnecessary
debate, creates greater transparency, accelerates negotiations, and
enables more founders to build successful companies based on
world-class research, then it will have achieved its purpose.

Dr. Thorsten Lambertus
Managing Director, Institute for Deep Tech Innovation (DEEP),
ESMT Berlin



Endorsers

The following institutions have formally endorsed the German
Spin-Off Framework and committed to applying its principles.
By sighing the GSOF, each organization affirms its dedication to
fair, transparent, and efficient technology transfer, and to build-
ing companies that create lasting societal and economic impact.
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Motivation



Universities and research institutions (Research Organizations),
technology transfer offices (TTOs), and venture capital/angel
investors (Investors) share a common goal with founders, and
entrepreneurs: They aim to bring innovative technologies to
market to create societal impact and economic value. However, a
shared objective alone is not sufficient to build successful startups.
The commercialization of early-stage research and new technolo-
gies is a complex journey. It is particularly challenging to transform
a technology that is not yet fully developed—without customers,
without revenue, and with a market that is difficult to assess—
into a fast-growing, commercially successful company.

When founding and growing companies, there are many
stakeholders who, in the event of economic success, should all
benefit fairly and appropriately: inventors, founders, key employ-
ees, research organizations, and investors. Beyond the founders,
two stakeholder groups have a particularly strong influence on
shaping both the founding process and subsequent success:

(a) Research Organizations as IP (intellectual property) owners
and their TTOs, which facilitate the transfer of IP, and (b) Investors,
who provide the necessary venture capital.

Unfortunately, the perspectives of these two stakeholder
groups often differ on the terms under which technology transfers
to a newly founded spin-off should take place. The path to
an agreement can be time- and cost-intensive. A successful
outcome requires that all parties feel valued, that their needs are
considered, and that they ultimately collaborate to significantly
increase the chances of success for the new company.

The German Spin-off Framework (GSOF) enables fair and efficient
commercialization of research through spin-offs. It provides
planning certainty, trust, and transparency. The GSOF defines a
“landing zone" for the IP deal and demonstrates what a function-
ing process should look like to accelerate negotiations towards
a successful conclusion.

Above all, the publication of the GSOF demonstrates a shared
commitment from both the Research Organizations, represented
by their TTOs, and Investors to pull in the same direction to found
companies that can change the world.



The GSOF consolidates extensive experience and lessons
learned from negotiating significant and complex spin-off deals.
It provides a reliable and efficient reference to best practices for
structuring contentious issues such as equity form and level,
license fees, payment targets, and milestones. The GSOF draws
on decades of experience from nationally and internationally
active organizations that have completed hundreds of such deals
across numerous industries, making their valuable expertise
accessible to all interested stakeholders.

The GSOF is specifically designed for growth-oriented
deep-tech spin-offs which, based on a disruptive business model
or technology, aim to scale rapidly and are typically financed
through venture capital. It therefore focuses on cases where
companies are built under high uncertainty, require significant
upfront investment, and depend on strong alignment between
founders, Research Organizations, and Investors to unlock
substantial long-term value.

The guideline covers the full spectrum of deep tech, while
defining specific recommendations for technology areas and
industries that follow their own distinct dynamics: life sciences,
software, and the engineering-heavy fields.

We invite everyone involved in the founding, financing,
and further development of spin-offs to embrace these
recommendations in good faith and integrate them into their own
practice. Use the GSOF to facilitate technology transfer processes,
accelerate spin-offs, secure returns for Investors, and ensure that
public Research Organizations participate appropriately in
economic success. Use it to build successful companies that
can become the backbone of our future economy.
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MOTIVATION

Scope of the GSOF

The GSOF focuses on IP-based spin-offs.
Activities that typically need to be addressed
in parallel—such as cooperation agreements
with Research Organizations, fundraising,
shareholder agreements—are critical but fall
outside the scope of this framework.

The GSOF does not cover “lifestyle”
businesses or purely consulting-driven
ventures. It also does not address licens-
ing models to established companies

or approaches centered on the resale of
licensed IP.

The GSOF is designed for founder-driven
approaches and does not cover alternative
models such as venture building or company
creation. Venture building refers to the
systematic creation, development, and
scaling of startups within an organization

by providing ideas, resources, capital, and
operational support.



Key
Stakeholders



The key stakeholders in a spin-off process are the future
founders, the TTO representing the research organization, and
early-stage investors. All share an interest in optimizing the
success of the spin-off. However, they contribute to this success
at different stages, with different risk profiles, and with different
expectations of how they themselves will benefit.

Founding Team

Spin-offs are often founded by technologically skilled but entre-
preneurially inexperienced individuals. Motivations for founding
can vary widely, ranging from purely commercial interests to the
desire for broad application of new technologies to the benefit
of society. The founding team may, but does not have to, be the
inventors of the underlying technology and therefore does not
always benefit from inventor compensation. Furthermore,

it should be considered that there are often additional inventors
who do not transition into the startup. These individuals benefit
solely from their share of potential future revenues based

on income from technology transfer projects (inventors'
compensation). The IP owner is the Research Organization
(see Arbeitnehmererfindergesetz).

For the purpose of this framework, founders are defined as
individuals who commit to building the company through sub-
stantial, long-term operational involvement. This typically implies
full-time engagement and active responsibility for the development
and execution of the business. Founder equity is granted in return
for this future contribution and risk-taking. The relative sharehold-
ing between founders should reflect their expected level of opera-
tional involvement.

To keep the shareholder structure from an investor's
perspective “investable,” founders (or any other contributing
individuals) who cannot commit to ongoing operational involve-
ment are instead highly recommended to receive other forms
of success-oriented participation, such as a VSOP, ESOP, or
equity-like Profit Participation Rights. Shares granted to non-
operational founders need to be clearly justified by their future
importance and contribution to the venture. Otherwise, investors
will treat them as “dead equity,” which reduces the likelihood of
a successful financing round.


https://www.gesetze-im-internet.de/arbnerfg/
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KEY STAKEHOLDERS

Founders assume significant personal and professional risk.
They typically contribute their know-how, commitment, and—to
a limited extent—their own capital. While their negotiating po-
sition can vary depending on the specific context, founders often
have less experience in structuring complex transactions and
may therefore rely on other stakeholders during the process.
Given the inherent uncertainty of the spin-off's commercial
success and limited short-term monetary incentives, sufficient
long-term upside through equity participation remains an
important factor in motivating founders to pursue this path.

Research Organizations and
Technology Transfer Offices (TTOs)

As part of the Research Organization, or in some cases a closely
affiliated external entity, the TTO represents the Research Orga-
nization in commercializing IP, including through spin-offs, and
negotiates the transfer of technology into them. The Research
Organization itself is a key stakeholder, contributing the under-
lying IP, research infrastructure, and often the results of years
of publicly funded work.

In Germany, most Research Organizations are public-
ly funded and therefore subject to public law and budgetary
regulations. Accordingly, TTOs are generally not structured as
profit-maximizing entities. Their mandate is to transfer research
results into practical application in line with their public mis-
sion—i.e., to create societal and economic impact—while
ensuring compliance with state aid law (“Beihilferecht”) and
budget law (“Haushaltsrecht”). At the same time, fair and appro-
priate participation in the economic success of spin-offs is an
important prerequisite for sustaining effective technology trans-
fer activities and a sustainable innovation ecosystem. If com-
mercialization systematically fails to generate sufficient returns
to cover costs and reinvest in future transfer efforts, the ability
of institutions to support spin-offs at scale may be constrained.

Technology transfer into spin-offs in Germany typically
follows three principal models:

1. Licensing the IP to the startup, usually on an exclusive basis
within a defined field of use. In this case, ownership of the
IP remains with the academic institution (common standard
worldwide).

2. Assignment (transfer) of the IP to the start-up, whereby
ownership is transferred to the company.

3. Combination of both models, in which ownership rights are
transferred at a later point in time (e.g., upon exit).



All three models can generate financial returns for the institution,
but they differ significantly in terms of timing, risk allocation,

and legal complexity. Because Research Organizations bear
substantial upfront costs (particularly patent filing, prosecution,
and maintenance), commercialization decisions must balance
economic considerations with their public mission and regulato-
ry obligations. The objective is therefore not short-term revenue
maximization, but a balanced approach that enables long-term
societal and economic impact while ensuring sustainable partici-
pation in the value created.

Investors

Investors in spin-offs include a range of archetypes such as
business angels, state funds, and institutional venture capital (VC)
investors. They invest capital in exchange for equity and seek
significant long-term value appreciation, typically over several
years. Early-stage Investors assume particularly high risks, know-
ing that only a small number of portfolio companies will succeed.
Each investment must therefore offer sufficient return potential to
compensate for losses in other ventures and generate overall port-
folio returns in line with their respective mandates. For institutional
VCs, this also reflects fiduciary obligations toward their Limited
Partners, which can render certain deal structures—including cap
table compositions—uninvestable regardless of the underlying
technological potential.

Beyond capital, Investors often play an active role in value
creation. This includes strategic guidance, board participation,
support in hiring key personnel, facilitating commercial partner-
ships, and enabling access to follow-on financing through their
networks. Business angels and early-stage Investors, in particular,
frequently contribute domain expertise, technical validation, and
initial market access, thereby playing a critical role in the early
development of spin-offs.

Investors recognize that, for growth-oriented spin-offs, the
ultimate realization of value typically occurs through a liquidity
event, which in most cases constitutes a strategic transaction.
Investors will therefore aim that the structure and substance of
licensing and IP-related terms are consistent with international
market standards and do not constitute a material impediment to
future strategic transactions. They will resist licensing arrange-
ments that would reasonably be expected to impair the company'’s
strategic optionality, refinancing/transaction certainty, or valuation
at exit.

For Investors, the founding team is an essential part of the
venture, as its success heavily depends on the performance of the
founders. Investors are therefore fully aware that founders must
remain incentivized. They therefore concede significant ownership
levels for founders, even after several rounds of dilution through
financing rounds.



Guiding
Principles



To ensure that the spin-off process functions as smoothly and
effectively as possible, we propose the following guiding principles
as a common basis for all stakeholders:

Fairness

A "fair deal” is not defined by the perspective of any single stake-
holder, but by whether it creates a balanced and incentive-com-
patible outcome for all parties involved. In practice, this requires
aligning risk, contribution, and potential upside in a way that
enables the long-term success of the spin-off. Internationally es-
tablished de facto standards—shaped by decades of technology
transfer and venture financing practice—provide a reliable refer-
ence point for such alignment.

Fairness therefore implies not only appropriate econom-
ic participation for each stakeholder, but also a structure that
remains “investable” for Investors and sufficiently attractive for
founders to commit to the venture. Outcomes that disproportion-
ately favor one party at the expense of others may appear justified
from an individual standpoint but often reduce the overall proba-
bility of success. A fair deal, by contrast, increases the likelihood
that all stakeholders remain committed and that the company can
attract the capital and talent required to scale.

Long-term Thinking

From an economic perspective, long-term success is decisive. In
the early stages of a spin-off, capital is scarce, expensive, and
primarily allocated to building product-market fit, validating the
technology, and scaling the business. Any unnecessary financial
burden at this stage—such as excessive license payments or up-
front patent cost reimbursements—directly reduces the compa-
ny's ability to invest in value-creating activities and thereby lowers
its probability of success.

Justified economic interests of stakeholders should there-
fore be structured in a way that is predominantly backloaded and
aligned with the company's success. Mechanisms such as equity
participation or success-based payments allow stakeholders to
participate in upside without constraining early-stage liquidity.
This approach reflects a shared economic rationale: maximizing
the long-term value and success of the company including its
stakeholders and licensors rather than extracting short-term re-
turns. Aligning on this principle should be the common denomina-
tor for founders, Research Organizations, TTOs, and Investors, as
it increases both the likelihood and the scale of eventual outcomes
for all parties involved.



Clarity and Practicality

Spin-off processes are inherently complex, involving multiple
stakeholders, legal frameworks, and economic considerations.
This complexity should be actively managed and reduced to what
is essential for a successful outcome. Overly complex structures,
excessive optionality, or highly individualized arrangements
increase transaction costs, prolong negotiations, and create
uncertainty —often without adding corresponding value.

Wherever possible, stakeholders should therefore aim for
clear, focused, and pragmatic solutions that are easy to under-
stand, implement, and communicate. Established structures,
standardized terms, and proven templates can help reduce
unnecessary complexity and enable faster, more efficient pro-
cesses. The goal is not to oversimplify, but to focus on what truly
matters for the success of the spin-off and to avoid avoidable
sources of friction.

High Process Speed

It is in the interest of all parties to conclude negotiations with-
out unnecessary delay. Every additional day spent in prolonged
negotiations postpones value creation for the spin-off and its
stakeholders. Redundancies, extended response times, and the
reconsideration of previously agreed positions consume resources
and undermine momentum.

Communication should be respectful, fact-based, transparent,
and solution-oriented, ensuring that negotiations are conducted
on equal footing and with a shared focus on long-term success.
As a guiding benchmark, agreements should be reached through
a fast and well-structured process, provided that all parties have
prepared diligently—for example, through clear internal alignment,
defined negotiation mandates, and the use of checklists or term
sheets.

Professional Management

Professional management requires clearly defined processes,
roles, responsibilities, and competencies across all stakeholders
involved. It implies market-standard response times, clearly spec-
ified deadlines, and efficient internal coordination to ensure both
predictability and speed throughout the process.

If a TTO chooses to take equity as part of the spin-off
agreement, a robust and professional equity management is
essential. This ensures that the ongoing exercise of shareholder
rights is handled efficiently and does not become a bottleneck,
while enabling the institution to contribute constructively to the
long-term development of the company.



Within the framework of professional portfolio management,
the Research Organization shall ensure that the unit responsible
for portfolio management is appropriately structured and equipped
to manage shareholdings in a professional manner. This includes,
inter alia, ensuring that the designated individuals possess the
requisite economic expertise and relevant experience to oversee
and manage shareholdings. Such individuals shall be supported by
suitably qualified internal or external legal counsel.

Furthermore, it shall be ensured that investment-related
decisions can be taken and implemented without undue delay. The
organization’s structures and processes must therefore support
and facilitate fast decision-making. As a general rule, the execu-
tion of decisions should be completely as effective as the deci-
sion-making processes of professional venture capital firms.

To ensure a spin-off-friendly process, the TTO should act
as the central point of contact for founders and be responsible
for coordinating the technology transfer process internally across
various stakeholders at the Research Organization. Clear owner-
ship of the process reduces complexity and avoids misalignment.
Where necessary—particularly if negotiations stall or key terms
remain unresolved—direct involvement of Investors in communi-
cation with the TTO can help accelerate alignment and facilitate
timely decision-making.

Universality

We seek to meaningfully narrow the range of structural options

by defining a practical solution space—a "“landing zone”"—that is
applicable to the vast majority of cases. At the same time, we aim
to provide transparency on the underlying logic and reasoning that
lead stakeholders to different positions within this spectrum.

A substantial part of this variation can be explained by
differences in the technological depth, maturity, and commercial-
ization pathways of spin-offs. These factors materially influence
risk allocation, capital requirements, and ultimately the appropriate
structuring of agreements.

The framework therefore establishes a structured yet flexible
reference point for the vast majority of cases, while acknowledg-
ing that individual deviations may be justified in specific circum-
stances. At the same time, it should be understood that spin-off
terms are not static: they evolve with market developments, fi-
nancing environments, and international best practices. The GSOF
should therefore be seen as a dynamic framework that reflects
current market standards and may require periodic adaptation.



Terms—
Defining the
Landing Zone¢



When it comes to money, things become serious.

The differing starting positions of key stakeholders create negoti-
ation dynamics around technology transfer. A significant number

of spin-off processes experience friction when negotiations turn to
the financial terms of the technology transfer agreement. The GSOF
brings transparency to this critical area by outlining what mar-
ket-standard and fair structures, for example, equity participation
and licensing agreements typically look like. The GSOF defines a
clear "landing zone" between founders, TTOs, and Investors—pro-
viding practical guidance and guardrails, particularly for less experi-
enced stakeholders.

At the core of these considerations lies a balanced relation-
ship between contribution and consideration (“Leistungs-Gegen-
leistungs-Prinzip"), ensuring that the allocation of economic value
reflects both the input of the Research Organization and the needs
of the spin-off. In this context, licensing terms should follow the
guiding principle of being liquidity-preserving, particularly in the
early stages of company development.

The recommended allocation of economic rights reflects not
only economic rationale, but also the regulatory framework under
which Research Organizations operate, including state aid law and
public budgetary requirements. Non-compliance with these con-
straints may result in the invalidity of the technology transfer agree-
ment. The structures proposed in this framework are designed to
minimize such risks while enabling efficient and fair outcomes.

We recommend an open or virtual minority equity partici-
pation and/or a license agreement on market-standard, spin-off-
friendly terms. In case of a combination of equity and license—and
in return for liquidity-preserving and spin-off friendly licensing
conditions—the Research Organizations receive a non-preferential
minority equity stake, open or virtual and subject to dilution, in the
spin-off. Equity thereby serves as an additional or alternative in-
strument for IP remuneration and participation in long-term upside,
while reducing the immediate financial burden on the company.

Please note that this framework does not consider the effects
of taxation on licensing income, dividends, or exit proceeds. These
are highly individual for each party, and the type of participation
chosen—ask your tax consultant!



Navigating
the Landing Zones

We will define two distinct landing zones: one for licensing (royal-
ties) and one for equity participation. Where both mechanisms are
combined, they are negatively correlated to the extent that the
equity participation is granted in exchange for the licensing—a higher
equity stake will generally result in lower royalties, and vice versa.

To identify the appropriate position within these landing
zones, a limited set of variables should guide the discussions in an
effective and pragmatic manner. Relevant considerations include:

the industry (IPC class),

the scope, scale, and strength of the IP package,

its relevance to the overall value proposition,

the market potential of the underlying technology,

the expected time to market (development stage/TRL),
and applicable regulatory requirements.

Accordingly, the value contribution of IP transferred or licensed to
a spin-off is highly individual and must therefore be assessed on a
case-by-case basis.

For example, is the spin-off built around a TRL 9 technolo-
gy—a proven, market-ready product that essentially defines the
company? Or does the IP merely address a smaller, non-core aspect
of the venture while still being at a comparatively low TRL?

See the Appendix for examples.

Licensing

License fees and milestone payments should be agreed on
market- standard and spin-off-friendly terms. License conditions
and equity level for licensing are inversely coupled: a higher equity
stake enables more favorable licensing terms, and vice versa.
Individually tailored anti-stacking clauses and, where relevant,
“"combination product” provisions may also play an important role.


https://en.wikipedia.org/wiki/Technology_readiness_level

General Principles

Generally, core IP should be licensed on an exclusive basis (to the
extent legally permissible and if/as far as it is in line with the strate-
gic objective/mission of the Research Organization as the IP owner).
Given that the exclusivity of know-how cannot be fully guaran-

teed in practice, core know-how should likewise be licensed on a
non-exclusive basis, including a commitment not to license such
know-how to other parties (for the same field of use, if appropriate).

Royalty Rates % of product-specific net sales

@05 DEEP TECH @ ........................... ............................

Therapeutics, Gene and Cell
................................. Therapies, Repurposed Drugs,
Vaccines
Medical Devices - Class lla-lll
LFLE SEllEtelEs m and In Vitro Diagnostics (IVD)

Regulated medical devices and in vitro diagnostics.

Medical Devices - Class |
..................................... 5-10 % '
Software, and Research Tools

More mature, market-ready assets with lower technical and commercial risk.

SOFTWARE,
DATA, CONTROL / 0-15 %
MEASUREMENT

TECHNOLOGIES

May step down over time as the spin-off develops the product further. Range reflects how central the
licensed IP is and how much the
spin-off keeps developing it.

Final positioning within each range depends on the industry (IPC class), the scope, scale, and strength of the IP package,
its relevance to the value proposition, market potential, the expected time to market (TRL), and applicable regulatory requirements.

Typical running royalty rates for spin-offs—discounted compared to
established companies—generally

range between 1% and 5 % of product-specific net sales.

For know-how, this range starts at 0.5 %.




Sector-Specific Considerations:
Pharmaceuticals and Life Sciences

1-4 % Therapeutics, gene and cell
therapies, repurposed drugs,
vaccines.
3-6 % Medical devices Class lla-llI
(including software), in vitro
diagnostics (IVD)
5-10 % Medical devices Class |, software,

research tools. For particularly
advanced and market-ready
technologies, such as research tools,
royalty rates may be higher.

Sector-Specific Considerations: Software & Data

IP may be licensed on spin-off-friendly terms, especially where
development is still at an early stage and the commercial risk
remains high.

For software, data and certain control or measurement
technologies, royalty rates may be higher. However, where the
relative contribution or value of the licensed software decreases
over time—particularly due to further development by the spin-
off —a stepwise reduction of royalties, potentially down to zero,
may be appropriate.

For fully developed, market-ready software products: in
such cases, royalty rates may be higher, reflecting the reduced
technical and commercial risk as well as the immediate usability of
the asset. As an alternative, a transfer of the software to the spin-
off against full cost reimbursement may be considered.



Specific Provisions

Milestone payments: They should be structured in a mar-
ket-standard and liquidity-preserving ("backloaded"”) manner.

Upfront payments: They should generally be avoided. Minimum
annual fees, if agreed at all, should be deferred and creditable
against running royalties.

Sublicensing income: For traditional sublicensing models
(i.e., not merely acting as a contract research extension or pure
IP monetization vehicle), a sublicensing revenue share in the
range of 5-25 % is common, depending on the development
stage at the time the sublicense is granted. In case of subli-
censing without substantial development effort of the spin-off,
it might be higher.

Anti-stacking clause: Royalties payable to multiple licensors
should not be cumulative in a way that leads to excessive royalty
burdens. A “combination product” clause may also be appropri-
ate. A "stacking floor” of 50 % of the initial royalty rates should
be included.

Patent costs: From the date of contract execution, the spin-off
bears patent-related costs proportionally for the licensed field

of use. Some research organizations may also require reimburse-
ment of patent costs incurred prior to contract execution;
however, such costs should be reimbursed only to a reasonable
extent within a reasonable period following incorporation.

Retention of use rights: The Research Organization retains rights
to use the IP for research and teaching purposes and, where
appropriate, for publicly funded or contract research activities
(excluding sublicensing to third parties or commercial partners).

Option to negotiate the purchase of the IP: A future option to
acquire the IP in the context of an exit process may be agreed.
Alternatively, the agreement may provide for the continuation of
royalty payments. Without equity participation, a one-time pur-
chase price is often difficult to justify from an economic perspec-
tive. A full transfer should therefore generally be considered

only as a secondary option, for example to avoid scenarios—
particularly in the life sciences—where payment is made despite
the technology not being further developed or commercialized.

Patent prosecution and enforcement: Patent prosecution is
usually managed by the licensor. In the case of an exclusive
license, filing, validation, maintenance, and enforcement
actions—as well as responses to third-party challenges—should
be coordinated with the licensee. The exclusive licensee bears
the costs.



Equity Types

Equity participation of Research Organizations in spin-offs can be
structured either as ownership-based participation or as con-
tractual participation rights. Both approaches enable participation
in the economic success of the company but differ in their legal
nature, governance implications, and operational requirements.

1. Ownership-Based Participation

Direct Equity Participation

A direct equity participation means ownership of shares of the
spin-off. The Research Organization (or a subsidiary, or proxy)
holds shares which typically have the same rights and characteris-
tics as founder or common shares.

As a shareholder, the institution participates directly and pro-
portionally in the company’s value creation and growth. Its econom-
ic outcome is aligned with the overall performance and exit of the
company.

The institution becomes part of the formal governance
structure of the company, including participation in shareholder
resolutions and, where applicable, the exercise of information and
voting rights. Preemption rights may be included, which can be
relevant for institutions with the capacity to participate in follow-on
financing rounds as well as further preferential rights which may be
provided in a separate shareholder agreement.

However, this form of participation requires that the insti-
tution has—or has access to—professional and effective share-
holding management capabilities, including clearly defined internal
decision-making processes, responsibilities, and the ability to
respond within market-standard timelines.

2. Contractual Participation Rights

Virtual Equity Participation

A virtual equity participation replicates the economic effects of an
equity stake through a contractual arrangement between the spin-
off and the Research Organization. Upon the occurrence of pre-
defined events—such as distributions or an exit—the Research
Organization is entitled to receive a cash payment corresponding
to its agreed virtual interest. The virtual interest is defined and
calculated as if the Research Organization had received a certain
percentage of common shares.



The institution does not hold legal ownership and is therefore
not a shareholder. As a result, it has no voting, or formal gover-
nance rights and is not reflected in the shareholder list/cap table.
Information and consent rights to certain extraordinary measures
of the spin-off may be contractually agreed, though.

The absence of formal shareholder status means that the
institution is typically not involved in future financing rounds and
does not need to exercise shareholder rights. This may in some
cases reduce administrative and governance efforts but is also
connected to a forfeit of influence.

Virtual equity structures can offer a high degree of oper-
ational flexibility from the spin-offs’ perspective, as they do not
introduce additional governance layers at shareholder level. They
also typically do not require notarial form and may involve fewer
formal regulatory requirements on the TTO's side, depending on its
structure.

At the same time, the participation is purely contractual and
depends on the design and enforceability of the agreement. This
may introduce additional complexity in legal structuring, including
potential tax implications.

Virtual equity may be particularly suitable for institutions
without professional equity management capabilities.

Exit Fee (as part of a licensing agreement)

An exit fee is—like virtual equity participation—a contractual
mechanism with the difference that it is embedded in the licensing
agreement. It entitles the Research Organization to a predefined
payment upon a liquidity event, such as a sale of the company.

It does not grant any shareholder or governance rights. The
participation is purely economic and event-driven.

This structure is typically simple to implement, as it can be
integrated as a single clause within the licensing agreement with-
out requiring additional corporate or shareholder arrangements.

Exit fees are generally structured as a certain fixed percent-
age of exit proceeds. They are strongly backloaded and do not
impact the company’s liquidity during early development phases.
As a non-dilutable claim, the economic entitlement remains fixed
regardless of future financing rounds (different to dilutable (virtual)
equity participations).

In practice, such arrangements are less common as they
often meet resistance by VCs. In the following, direct equity and
virtual equity are jointly referred to as "equity”, unless stated oth-
erwise.



Equity Levels

In addition to agreeing on the form of participation, the level of equi-
ty granted to the Research Organization is often a source of friction
among stakeholders in the spin-off process and can significantly
slow down negotiations. The illustration below outlines the pro-
posed range—or “landing zone."

Equity Ranges

DEEP TECH

SOFTWARE

As a general rule, minority equity stakes in the range of
5-15 %, subject to dilution in subsequent financing rounds and typ-
ically combined with an exclusive license agreement, are interna-
tionally common, spin-off-friendly, and liquidity-preserving. In the
life sciences sector, equity levels are between 10-15 %.

These figures reflect fully diluted, post-formation ownership,
including the ESOP, and represent the expected range in the vast
majority of cases. In certain situations, TTOs may instead request
a lower initial equity stake that is structured as non-dilutable until
a predefined threshold—such as a specified financing volume or
company valuation—is reached (for example a 5 % equity stake
that is non-dilutable until a post money company valuation of €10
million).

Across all scenarios described above, the equity levels are
structured to ensure that, at the time of company formation,
the founding team retains generally at least 85 % fully-diluted
ownership thereby preserving control over key decisions and
maintaining appropriate entrepreneurial incentives. Individuals
who are not part of the operational management team (like direc-
tors of a research department, professors or group leaders) may
receive a higher equity stake in the spin-off if they commit to a
substantial contribution to future development of the company.



An institutional equity stake not only safeguards the interests
of the Research Organization and the public sector; it can also
create tangible benefits for the spin-off. These include enhanced
reputation and credibility, improved access to networks and
infrastructure, a strengthened position of the founders in negoti-
ations with Investors, the facilitation of a “backloaded” economic
structure, and additional forms of institutional support. From the
perspective of founders and Investors, the institutional stake can
be viewed as analogous to an incubator participation, compensat-
ing the institution for the early-stage risk and contribution it has
undertaken.

Case: Pharmaceuticals and Biotechnology

Product development cycles in pharmaceuticals, biotechnology,
and diagnostics are particularly long—often exceeding 10 years
and in many cases extending to 12-15 years. Development costs
are substantially higher than in most other industries; the develop-
ment of a new drug is commonly estimated at well above €1 billion.
As a result, intellectual property—particularly patent protec-
tion—plays a critical role. These structural characteristics materi-
ally affect financing structures. Startups in this sector typically un-
dergo at least three to four financing rounds. Revenue generation
often does not occur prior to exit, and market launch may still be
several years—frequently five or more—after exit. Consequently,
market-standard royalty rates often have only a limited impact on
net present value calculations. These sector-specific dynamics
must therefore be carefully reflected in deal structuring.

Case: Software

Software-based spin-offs may vary in technological sophistication,
but on average they are characterized by significantly lower devel-
opment costs and shorter development timelines. For this reason,
intellectual property is often licensed, particularly in the case of
mature software.

Case: Data Driven spin-offs

Data-driven spin-offs, particularly in the field of artificial intelli-
gence, are becoming increasingly significant and are often treated
similarly to software spin-offs (see the Case: Software). Additional
regulatory requirements, such as those related to information se-
curity and data protection, must be met to make business models
based on these data commercially viable. Compensation currently
consists mostly of one-time payments or data annotation/retrieval
cost. Another approach involves participation in the commercial
benefits derived from the use of the data, such as the commercial-
ization of artificial intelligence trained using the data.
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Our objective is to outline a process that, once the fundamental
preconditions have been clarified, leads efficiently to the conclusion
of the commercialization agreements.

Preconditions for negotiation process are fully met

l

Negotiation of Financial Terms

Non-binding Terms Defined
and Agreed

Negotiation of Definitive Agreement

Execution of the Agreement



Preconditions for negotiation process

A streamlined and successful negotiation process requires
clarity on the following foundational aspects. As a best practice,
any broader cooperation between the Research Organization and
the spin-off —such as use of facilities, contract research,
or general collaboration—should be negotiated and concluded
in a separate process:

Initial advice: Prospective founders should consult the Re-
search Organizations, relevant office responsible for startup
support (compliance, funding programs, founding advisory,
etc.) at the earliest opportunity, so that these spin-off related
activities can be run in parallel to the actual spin-off negotia-
tions.

Clarity of subject matter and internal IP due diligence: The
relevant IP must be clearly identified and defined. In addition,
early and precise clarification of IP availability (i.e., the absence
of conflicting contractual or funding obligations) is crucial.

Clarity of representation: The founding team and the designat-
ed representatives within the TTO must be formally identified
and consistently available throughout the process.

Clarity of business model: A business plan must be available,
outlining the business model, target products and fields of ap-
plication, revenue model, and financial planning.

Clarity of deal structure: The preferred transaction structure
(e.g., license, assignment, or hybrid model) must be agreed
upon in principle before entering into substantive negotiations.

Clarity of IP relevance: All parties must share a common under-
standing of the importance of the licensed IP to the spin-off, its
core business and whether it constitutes a foundational asset.



Risks Arising from Unclear Preconditions

Failure to establish these preconditions may significantly
delay or derail the process.

Unclear IP definition: If the scope of the IP is not clearly defined,
the process may need to restart if additional IP (e.g., new inven-
tions, proprietary know-how, or related rights) emerges during
negotiations.

Note: IP review within Research Organizations is often time-inten-
sive. The TTO must verify whether the IP has been contributed

as background to funded projects or originates from collabora-
tions with third parties. Existing contractual obligations must be
assessed to avoid conflicts. Particularly in the case of software,
comprehensive due diligence may be required to confirm that the
institution has the legal right to commercialize the IP.

Changes within the founding team: Substantial changes in the
composition of the founding team may require negotiations to re-
start. New representatives may not consider themselves bound by
prior negotiation outcomes.

Note: The founding team is critical to the success of the venture.
Potential conflicts of interest arising from team composition should
be identified and addressed at an early stage.

Changes in the deal structure: If the chosen deal structure chang-
es, previously agreed financial terms may need to be renegotiated.

Note: Royalty rates, milestone payments, and related terms de-
pend on the technical field and the intended use of the IP within
the spin-off. For example, if a company shifts from internal product
development to granting research licenses to third parties, this
must be reflected in the agreement, including appropriate perfor-
mance or field-of-use clauses.

Lack of a business plan: Especially in early-stage spin-offs, a
high-level business plan is essential as a negotiation basis. It
clarifies which markets and technological areas are targeted and
whether the IP constitutes a “nice to have” or an essential asset
for the venture.

Note: If the TTO and the founding team do not share a common
understanding of the IP’s strategic importance, reaching contrac-
tual agreement becomes highly unlikely. In such cases, a neutral
arbitration or advisory mechanism may be necessary.



Good
Practices



Many institutions have developed their own frameworks, support
systems, policies, and guardrails—all fully compatible with the
GSOF. The following examples create greater transparency around
high-impact approaches already in practice today and may serve as
inspiration for institutions newer to the field of academic spin-offs:

Max Planck Society (MPG)

The Max Planck Society (Max-Planck-Gesellschaft, MPG) has
created a streamlined licensing model that licenses rights of its
own IP to spin offs quickly, legally securely, and with minimal
negotiation efforts.

These licenses follow market standards but apply spin-off-friend-
ly conditions, eliminating upfront payments and avoiding early
cash-outs. Instead, MPG receives a share of the venture’s future
economic success—via equity participation, milestone payments
(if they are appropriate and market standard in the single case)
and reasonable royalties. These claims are always linked to the
commercial performance of the company or products based on
the licensed MPG technology.

Deep tech or Life Sciences

Standard TTOs participation (equity participation
(common shares) or virtual shares)

Right to participate in future equity financing rounds
Spin-off friendly royalty rates, in case of drug develop-
ment projects also spin-off friendly milestone payments
Covering of future patent costs, no reimbursement of
historical patent costs

No assignment of IP

Software

3 % to 10 % participation (equity participation or virtual
shares), percentage depending on patent vs code only,
importance of code for the technology base of the
startup and the quality of the code

Right to participate in future equity financing rounds in
case of equity shareholding

Spin-off friendly royalty rates

Assignment of the code is not possible according to Ger-
man copyright law



Technische Universitat Miinchen
TUM model to license IP to startups:

The TUM Fast Track Model is a structured framework designed

to accelerate and simplify intellectual property (IP) negotiations
between the Technical University of Munich (TUM) and start-ups
emerging from its ecosystem. Its overall objective is to enable fast,
transparent, and spin-off friendly commercialization of research
results.

Key Objectives

Simplify and standardize IP negotiations for start-ups
Reduce time and administrative complexity

Provide fair and transparent conditions

Preserve early-stage liquidity of start-up

The model defines how start-ups access TUM's IP through a
combination of licensing agreements and virtual share agreement.

A central principle is that the virtual equity is purely
financial —TUM does not become a shareholder and does not
participate in corporate governance.

#Overview #FastTrack

Fraunhofer

Fraunhofer provides comprehensive advisory services and
support measures to start-up teams throughout the spin-off
process, including expert guidance and access to dedicated
transfer and funding programs.

Fraunhofer's licensing policy for spin-offs aims to grant
access to relevant Fraunhofer intellectual property under
founder-friendly conditions, while ensuring compliance with
the legal requirements applicable to a non-profit and partially
publicly funded organization.

Licensing agreements are therefore typically structured to
preserve the liquidity of spin-offs in their early stages, while
ensuring an appropriate participation of Fraunhofer in the venture's
commercial success. This is generally achieved through
revenue-based royalties; in selected cases, Fraunhofer may addi-
tionally consider virtual or direct equity participation in the spin-off.

For further details, please refer to fraunhoferventure.de as well as
the Praxisleitfaden fiur Fraunhofer Ausgriindungen.


https://www.forte.tum.de/fileadmin/w00bgt/www/Patent-_und_Lizenzbuero/Fast_Track/20250228_Overview of the FastTrack-Models_EN.pdf
https://www.fraunhoferventure.de/

RWTH Aachen University

The RWTH Aachen model offers as much standardization as pos-
sible to provide fair and comparable conditions for all start-ups
whilst ensuring maximum process speed, yet allows sufficient
individual flexibility to accommodate the specific requirements
of the industry, the IP package, the business model and the new
company.

In detail, RWTH offers various models:

a) License agreement

Reservation of IP for the start-up project and
pre-financing in the case of patents

Waiver of initial payment and liquidity-threatening
fixed costs

Staggered repayment of historical costs
Start-up-friendly revenue-sharing license

Fixed option for IP transfer at a later date in return
for license-like ongoing payments

b) Combination of equity stake and license agreement

In return for an equity stake of 3-12 %, repayments under the
license agreement can be significantly reduced. The IP trans-
fer can then also take place at a later date at a price already
stipulated in the license agreement.

c) Other models

If the IP consists solely of know-how, source code or data,
individual and, where possible, simple solutions are sought
jointly.

Further details can be found in the RWTH IP Guide.

BAND: avoiding a “broken” cap table

In line with GSOF's guiding principles, the shareholder structure
("cap table") of the spin-off should be designed in a way that all
involved parties’ return on investment requirements can be met.
Otherwise, investors may consider the cap table to be "broken”
and either not invest or require a reorganisation before investing.

Such a reorganisation is highly undesirable, as it slows down the
spin-off process, is costly, and may trigger tax payments.


https://www.rwth-innovation.de/files/templates/website_data/Downloads/Leitf%C3%A4den/RWTH IP-Guide.pdf

Frequent “broken cap table" scenarios from BAND's perspective are:

Founders have given away too much equity too early, losing the
incentive to scale the company over the long term. GSOF’s minimum
founder equity levels aim at preserving a healthy cap table.

Too much "dead equity” held by inactive shareholders, such as
founders who have left the company or other non-investor
shareholders no longer actively involved in building the business.
Any such shareholders holding more than 5% are typically
considered problematic.

Blocking stakes, where early shareholders hold individual veto rights
which they may use to hold the company hostage for better terms.

Framework Resources

Similar frameworks and guidelines have been developed. The most relevant
ones are linked below. Together, they provide broader international context,
additional depth, and practical inspiration—and help demonstrate that the
deal structures recommended in the GSOF are consistent with international
market standards.

ETH Spinoff Process
USIT Guides: TenU Publications—TenU

TransferAllianz: Positionspapier_Spin-off-Terms_Medical_Life_Sciences_
TransferAllianz.pdf (Google Drive)

TransferAllianz: 20251210 Positionspapier_DeepTech.pdf —Google Drive
Deutsche Hochschulmedizin: Empfehlung_Transfer-v1_4_final-3.pdf

Forum Gesundheitsforschung: Empfehlungen zur Férderung von
akademischen Ausgriindungen zur Unterstlitzung des Transfers in der
biomedizinischen Forschung

Guidelines for IP-based Spin-offs at Helmholtz
Startup-Policy Uni Basel
A national blueprint for enabling academic spin-offs in the Netherlands

AUTM Termsheet Template


https://entrepreneurship.ethz.ch/startups-spinoffs/spin-off.html
https://www.ten-u.org/publications
http://drive.google.com/file/d/1_nIqXpYSIph2SG_mI6V4GLRlRdgo5A57/view
http://drive.google.com/file/d/1_nIqXpYSIph2SG_mI6V4GLRlRdgo5A57/view
https://drive.google.com/file/d/1csxMtVDVI1XrAAea5Ib5RmqTluKAK-32/view
https://www.deutsche-hochschulmedizin.de/wp-content/uploads/2025/07/MFT_Empfehlung_Transfer-v1_4_final-3.pdf
https://projekttraeger.dlr.de/media/gesundheit/GF/Forum-GF_Empfehlungspapier_Ausgruendungen_07-2025.pdf
https://projekttraeger.dlr.de/media/gesundheit/GF/Forum-GF_Empfehlungspapier_Ausgruendungen_07-2025.pdf
https://projekttraeger.dlr.de/media/gesundheit/GF/Forum-GF_Empfehlungspapier_Ausgruendungen_07-2025.pdf
https://www.helmholtz.de/assets/helmholtz_gemeinschaft/Bilder/Transfer/Guidelines_for_IP-based_Spin-offs_at_Helmholtz_240903.pdf
https://www.unibas.ch/dam/jcr:daa36bb3-9116-49cd-b7b1-8952919c64b8/Start-up Policy UniBas (EN).pdf  https:/www.unibas.ch/dam/jcr:8dff8ed3-e6fe-45ae-8a05-c37be61020a9/DOK_Anhang_Merkblatt f%C3%BCr Lizenzierungsvertr%C3%A4ge.pdf
https://www.universiteitenvannederland.nl/files/publications/2025 National IP Deal Term Principles Explaining the process.pdf
https://autm.net/surveys-and-tools/tools/term-sheet  https:/autm.net/AUTM/media/Surveys-Tools/TTO-and-VC-Early-Stage-Life-Science-Term-Sheet-(11-19-22-launch).pdf
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Appendix A

Two examples of the range of royalty rates from the
‘General Principles’ section:

Example 1: Toward the lower end (~1%)

Industry (IPC class)
Mechanical engineering/industrial manufacturing (IPC B23,
machine tools)

IP package
Single patent, limited scope
easily designed around
no supplementary IP (no trademarks, no know-how)
Relevance to the product
One of many components
an incremental improvement with no unique selling point
Market potential
Moderate growth, strong competition, pricing pressure
the technology is not a key purchase driver
Stage of development
Early stage/prototype
technical risk still present
Regulatory requirements
Low
no complex approvals
Typical royalty rate

1% of product-specific net sales

Rationale

The IP is neither critical to the product nor well protected, with
technical risk and limited market potential.



Example 2: Toward the upper end (~5 %)

Industry (IPC class)
Medical technology/pharmaceuticals (IPC A61, medical devices)
IP package
Strong portfolio, multiple granted patents in key markets
high barriers to entry
Relevance to the product
Core technology, the "heart" of the product
without it the product is unmarketable or significantly inferior
Market potential
High growth, large addressable markets
clear differentiation and high customer benefit
Stage of development
Late stage, near or past approval
clinically validated, lower risk
Regulatory requirements
High (FDA/EMA), but largely met
raises the IP's value as a barrier to entry
Typical royalty rate

~5 % of product-specific net sales

Rationale

The IP is essential, well protected, and validated
high market potential and regulatory barriers justify
the higher rate.



