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CO@~Zy7~0 ~ Licensing situation
(fJ .. So> A-l'!ipliC2ttio?1 Ser .. lZio ... 15·3$838)

Pursuant to our earlier digcU8~ions relative to ~le E~cve subject
v~e now hiSh:1. <'1:0 opportunity te· tJ:10Y'ou'Jhly discuss '\,<yith f'1(~:;;-cl~ &:
Co", fJ !1(::.C .. ·c.ha licensinq' sittU;:ltic;J.'1 on Coenz3:lli.K':: Q in relcrcicn to the
~:~-;1.·C,2:0n Cen{:n:2~1 h S c:et.,:.:;naint1.t:i.c:"'l (Cas$ 1~Jc~ f,j-V;2 ....58 (:059)] '" As you

""'''''''''j t.ht.;::1':e \.!·;e:;:9 tiu:tr)C~ major (::>t.'C}JJ~,)ling IGlocks 'to lit:cl1sing in t:,11(:)
;St~~cS}'2:on GY0n~;):t'~1 ~ s Q$tc:t'YClinatiorl(l T.h~:;;se t",t:JJCSg

1", The l:Lr::,",i:ted ~'Jericd of I$;g:cl'l.!siv.i:ty "V'yhicll could 1.')8 (jrant:ed
a licenS(;'~Gl this pC::H:.<oic~j j;)eing for fi"{re :1!'('tars fr.-orn the
1oat:e:nt. ~~I.?1tl:tcat.ion tlat,"3 (a"t1t13r- if J 19:58) oX" tl'1.roe years front
t.he fil':\st .pt~)lic u.s~,9 ~qhlche'lJ(;..~r ~Jas oa:t:lier;

2." The reql;\i:k:{1:luerrt 'to dedic'::1te tj",Hl: ir",l''V"E;,;;;Ytions t~o th,e pub1 it::
or to m~ut~ licenses avail~hle ~pon roquGst on a royalty
free basis beginning ten yearB after the filing date of the
?"81',~',_P.-.';~"'.'1: %:J{)j,...,1 '1 ~"'l:,':!~;.. i o~·.:::." __ " '" ~ "'.•;;.... £,.... ....." ..... "->"'" "" ... ,~S,

3~ The requir~~ent that all futur~ inventions made by an
(;:~:i::cl\28i"Vt21 licensee he svJ:Jje.ct. to the t:CZ?{tS of t.h..e d\,~te:rmi

nation including the"~)ove two limitations~

~~.t. t:h~~ ot:tset' 3 %,lcJtck had a. veJ::y- d.efinit.e inte:cG~;;.'~xt in Co(:n:;:;yme Ct c'lnd
in P·{L?s'ui{l~J t'08E:aX(;.11 e1~'1d d$velcp';,r\~~zlt: 'V.:I'c';rk. tvhic.d1. vJould leclcl t:o and
~;;;:?;ta,})11f2;h :1t~.3 u·tility thro1x9h c21.:bliccu,1 fd;'ncl.i&f~<> K·1e!:'(~}tfJ h.{:n:,/t21rCE:;

d.i<:l :r1(Yt, fC::Yi;l t11.8.t;. t,hcy C'..)uld, accG,b"',(t, a llc';;;11,Se frOE1. t.h.e pou)i'lClcd:ion
"u:n,:::~~r:;~z t:b.'l:'~ ten(ts and C'i."7;11dj.t.:tons s£~t:. out in t.he c1.ct':.euiird,:r.H:il"t;,ion s tlte

C,<.8f.:islZ":!:'errt to such a 1:.t~'Ze11~;te being t:h\t': 'th:;:eGJ: li1Iil.:Ltat:ions t';(Bt:
f:;}~o"\?n., Of tb.esE:'; limit~t:lons t.h,@ fJ.1Ct3t. al"K1 ;3E:(:;omd ~'le?':,s not

'"\ c..i,:r·n,st!.\J';:::1.x.'8d. as iH ,;')~·bli.r;·'~ ;~·o l\l'r~"'="~';k ~ S 1."";"r,?"';nrri~"l ~."(. .-:~ '\·'J'2S U'qB <l~h"~ 1'"'(:1 l:i.zrd"t.-'c.atioXl"
~ ~. .._ ... '~¥<. "~'",;:I "" "'''-.~",~ ..... ~.'. l,~'''''''""'"'';''; >;.~ ~ '<.•• ,,~ "..,. ,.,' ,-,"••• ,.- ••" ". --'

!t. d.e"'\;-~~lo~;,(;;;o. ~~at: ul:dcr 1!£ (~ircuxn?~t.~n(;c~$ did E.'~~~:'_~'.,~.~.·.'1;.&.,...._:--,':_·.:".;,~_,.};•.,.,,_lt:, c-ou,ld
c~r.d.;er :Ltrt.o a. .!.2.c,;:~ns;l,:ng a:t:rl.;:"u1j]iG:'ff.l0JXC cO~:1t.ai:<.1.in.g _,,", '''':C~.h-.._.''"", ~,~., 3", c:bo'lt,,"G ..

"to lc:rt:ter f'zo({,:m:t Dr ~ Hax Tlsh101r /) President. O~;: ~i,J,c~~:'c1{ sh;2:r.pe &
.r~0sQ}~~rch r..~2iboratoriof;~ to Dr.. tvil1ie:QTh GL. n:elG!:t1ric}::son of tJ.1&

1,\:)unda·j~icg~ dated l\.ugust. 10" 1950 .. ) .b~S a rei3ult -' :no a9'!>a01r~ent t'Jas



Profezsor William N~ xoung

e"..'7·"2:1: XO':'~t,C}10d 'k7it.:h Merck and no lic,zn"ls@ i:Jas eve?: i$su®d unde!' the above
patent ~pplicaticno

Ott:&' dlscussions t"Jit.h l/.terck fU1Ct:.h8:Ji;' develc'j:f~~d t.he fact t;,1:n1.t'. becaus\l;
r:yf t ..i;"t,G lim:Lt.&t.1.ons e~{p:ccssed in tJ10~ det.ex1nined:iot1 s 1;1orck. ~ s r(~[;;'-8arcn

effort wae directed not to th~ ccmpcunds discovered at the Vniv~rsity

0 1-: ~<?i23'CCl~:!'s-~~in arsd vlhich ":ten:e th.o S;;:bjtBC:t of t.b.0 pt:d:ent applic;:'l'tlon j

but was dir$ctod into areas not coverea by ti1~ patent a~plication and
:in <)7h.:tch thEn::e wafi'> a possibil.it.y t;.l1at Herck could oht.ain a pat..ent
fE.),:;::Lt:ioJ:'l to}:,- itsel£.. ThusJt.be ef-fect.. of the liYi1:it.at.ions in the
de1;:.(~:em.in,;]:t:to:n. fc:r:c'S'ld i1erclt i s riSsearcn. effo:t't.s~ frolnthe invE:n:tiol1
made at the Univerwity~

:ren £.:~p1.t:0 of t:he large inve,~tm$nt in tim·:r3 and mon~'\l '1)Jhich M,erc}t h;;;,s
¥i"n:,%de r'Z:ll,;'}:-t:.ive to t.h1.s general ~2"e,a of inver;t.:tgs:tic.nC:t; ti'1oze bas not
y(~·t :bec:11 & clear showin:;; of clir!ical u.tilit.y and tile p:cci.babili-cies
ar<~~ t.he};efore$ very great t.hat. no c:ol"ca:rounds of this';.: t.'.""KtG t.-yill '.be
m{;U:'kA::d:e':l: priQr ~;o 1%8!J t.he year :tn \q,hl(.~,h t.he ll"oundat.ic;n S s right to
grant, ~:r'JGr.~ a :non~~~{(;~lusive license cxpd.ret;;<> It is also sigl1ificant.
that because of Merck;s justified unwil1in9n~ss to wo~~ in an area~

11£J:m,sly, 'J'J'1t:hin th.e;;;· scepe of the .patc;nt applIcat.ion, \:'lht~re no lncentive
\h;"2~S :Dr,:>v,i.ded £:&8C2i.uze of "CJ;~e limi.tat.ic.·:tlS of the (leterr(tina:tio:tL" any
pi':>:)ducts '{,]"111c1': \'l,~'CiLl1d subsequently be marketed by !\1c:cck in t3."'".l.is g'eneral
sl:D:'}] r6H::::t'. m21:t:.t:.er arc;a. "/J"ould v<£!:'Cy p:J:'o'bai)ly not. fall ~'Jitl.lir~ the ~;cope of
'the p2d::'0r,rt ~).pplication ..

!rl ....v':'Levy of ti'ta abOV:9 fa.ctors!J f:~:t,~rc1·~ has nc;¥ gone O~'1 record 'l:;rit.h the
}Tc,t.w:lc1a.:I;,ion that, insofar as R,~eJ:ck ~ s in";;,,::e:eost. is cc.rH;;:crn(~d:>, t.h'!8Y do
11()'C t.hink tJ.l.at. eddit.ional pros8cut:lon of 't>~e paten:t i1LXi;)..t1.C~t.:LC'1.1s ~'Jhich

~_~ ~~~~~~e~~~~~~~;.il~eli;~;l~:r~~~;~d~~:.~;~:~~t~~~S1~~~&:lon,

~qj3:h.:1J.~. t.he l:lm.i'\tat.ions set bv the determination, the 1?ol:tndz·::tiol1 ~ 8 right
to ':J1:'aJ~d; an (E:xclusive llc9ns0 h1-1:E~ ?!.V:)\)J 8~r;:piX(~d aifF.J. its right "'co gxnnt
a ~10n0,,";'l.':clt~,-aive license ~'J:tll e:1r.r:iirt:~ iin ...Tuly lS~6f3 ~ In $Jpid:,e of t.he I'i'JoJ:1~

done 't.o da1;.c:;,9 i·t is still ap.parent:. t.h.:1.t:. at1Y :tes·eaJtch and dC:~:velopT;Je:nt

ei~f'OI·t. in t;J;lis t:n.:tl'1ject rrtt::.t::ter zur;ea. J part:iculclrl::t 'to e~l:;: j:,,~ir.:;' of
cl:l.rd.ca.l ut:il.i'ty, 1ilill be extremely' $::'?tp-enslve a.nd t.in:a({j cCl112ilining,. As
a. cont~e(Iuence9 t,he lirl1itat;i.ons in t.h(~ aed;e:rminat.ioZ';; do not p:x:ovide
fer sufi'icler:rt inc~n:tive for art inclJ..1st.rial con(~e~n t.o· E,':fr1.tf.?JZ' i:nto suc~h

cl r<2!Z621!'ch and dtS;r;;;"'eloprnen't E.(C(;.,;t·zuu" 'l,;kie:.re: is;; "ttu:,,;J:;'(0f'01:"c:; litt.le chance
t:.hat th,s J?(H!ndat.ion could axr;)ect.to find a lice:nme{~ on a nC{'}:6}\,,;cl118ive
r"H';1i3is i:.'ih~1 it. haa been unable to oJ)ta~tn Zi. licsnsH3·e on an exclusive
bas1s ..

t.O
inand

it.s
"X'he P01J.r~{}ation, tco J ha.s ~::pt~nd8d a good deal of tlme
p~'LrBll:Ln{)¥ the J":=ta-te..:'1.t. 7:)os:tt.ioZ'!cn CO$rS2~11fr:e Q. and aJ..s6 in._ ~ . r ~

olytain licenz·$;2!s.:; In vi1:r;.~1 of t.he d€rttolop'Yi1:ant.s in i:his sit.tJ~at.ion as
outJ,.in(i3d a})~:,'tle" and. in v:tsv-$ (yf the lack of !'(:;spo.li1.st?.J to the let;.1.:;.er
from t:.he Fcn..:rnda:tion to t.he 8urg,eon G{~1.~s(e:t~G.l dated BE.:pJ'cembQ8~ 26: 19:60
requesting a modification of ·~~c determination referre& to Z~OV~~ ti1e
pcnndat:ion does_ not: belie.~e fUJ:'th..er e:q)o%,:\so ott its part is 'VJarr,~nt;$:d...



~ne patent 8~plicatiort refe~red to &~ove contains sone claims v~Lici1

htlV':3 b(:-::;::;~ t:!11o'(v'~id by the .i?at0nt Off.ice a!':'sd othG:rs t.h~t. ~~J.:'~ en.;. np'P~al~

It is nC-;r7 cf')Eyt.~enplated that.';. no furt:..her app~al :prCC(~(:K.1.i~15jS "itl!,ll he
1:~nr~~uec1 a.nc1 t:.hat:. u.pon receipt. of N~:>t.ice of Allm>?al'H'..:e from the f~at:.e:nt.
f';.'-'-O~,.-~\ .-~ .~. 1"'· ~.{,.t·""""I· .... 1 t{0:r.:.r::LC<;:.- ,';1-:: ~::l1.G C}~d,:Ur~S no\".1' :t11. 'L:ae app 2.c·crCl.C!"i ox "\-'1.l.....rl.1.ri <;,.16 ~S.:...:K mont:,..~1S

statutory period following during which the final fee to have the
1"'!Zt't.,:;;(rrt. iiif;~-.:1~_.J.'$ nrust l)e paid, tIle l?ouna.at.ion \!oJi!l aos:2.g'n all ri.':;t£1:t. ~ tit,-1e
!tiJ~lcl :b:'l't8.t'(~St. in the inventionsd.isclosed a.nd cla~n:ted in the application
to the Unit~Q Btatc~ Government~

:{(;;\ at t..b.G 3?ot1nda:tion.9 believe that ra.anlY valumble lessons h21"o)'e been
le~_:t~zh:~d as a result of t:hiz 0:lq?eriencc", Some ot t.h~ more import:ant
of t:h(~:::.';e ar'o we fol1o~'lillg:

1~ It is 1J.nrealistic for any pG!J:-:-iccl clf exclus5~~J'ity in ;S~ lic~ns.in9'

arrangen~nt to he has~d upon U1$ filing,date of an appli~ation~
... L. ~ ,> ,~.,., ,i! 'tI ~, .' '} .0' ""

.5..rJ. fl1CiF:t:,... 2.nfj·ce.nces, aDo. PZU:-'C:LCU.2.arJ..¥l.n 6110 pl:.arm.&Cf;lUC.l.C2\JL

ileld;O t:he research cl,nd. de'\xclopr:1cnt 'to bring a P~~E"t:Lcular

p£10.:rmac'·~1':1'c.i-calpr~pi?tra:tion to th!~ at.age of clinic;a.l ut'J.li ty
:La e}~.t.rcm~ly till1® COl18U1rtir(g ~1nd :tnd(;ts!:i:1inate.. ]:}],Ty pc~:r:iod

of o:g:clUtz:lvit:y cct:an,t,:;;nci.ng \'1i1::h t:he date of pa:t.en·c application
n18,"l \1t7?11 be used tlP.9 ~:J1,~r'E.\'fc're Ji before £i. p:coc3nct ha @ :co~i:.ch.

tJ~~ F'~~ Jr1r'F'~1- "r~~i.A1"';;':" \'.1C':U1 /J ~r>rn C'~e;.rp~!r~-1"'7 1"l~ n...... ~~"i'~ I""'r::-.t:-rf:. i VC 'fo"iJ"
,. ..'_ .~"' .......~'" __ ... _-..:;; ','~ ..4 .... ~ "' ...'._,....~' •.:..,.~''',.~ ........"":; ...... '{;;' "",..... ~_''''''-_' ..... _ ~

5~ n1&.nufac1:.ure!C" unQ~r such. a situation,;. tWe feel. that: it is
mu~n mor~ realistic to co~~ence the p~ricd of ~~{clusivitv

wit:h 'CJ:le first. market:tng of. a proc.11J~C·t.", ....

:2 Q It. is also l~nrer:J;J.ist,i.cj:l where patenti:n'g ir,jith lio't':1:nslng on a
r:O:ia1ty ba,sis appears to be it) the be~3t .pt.'i-blic ir.rt.erest. .1 ·to
restrict the pariod for 8ucl1 lic~n3ing using as a basis the
p-crt.~·n i-;. appl:i.ce:tion. date~ In thl.s Coenzyn:e Q sit.v.a.t.ion" . it
is E!}}pf1J:ent tha:'c etY$:x'l ten years 'may at... t:tmes not })e iC.tc1eg}J.a.te:
t[Jnen nt~asure-d from the patent applicat.ion dates fer a licensee
to bring an i~vention to the market~

3.<> ~10 corttttlercial e:nt.erpr:l8'~ if;. '<frilling to lose th('2~ fruit:s of
its research and develcpmenteffort$ ~n1en it has financed
~Ulat effort its~lf, by ag~eeing to make its inventions freely
availnble to all comers~ Of the thre~ limitations in the
d.et:e:cr.:d.natic·l1 undt:;tZ' CO$n2}"1n.e Q v."hlcl:l ~"re:ro (>t1t:.lined aJ~('Y"';feJ)

rh.ii:~ \,'J'as lndictil·ted :by 1:·{0::i:'ck t.o b~2l: ,.1c.h.e gre3.t;'!~s't dCtterrent: to
M~~dk ent6ring into S~Th~ licensing arrangem$~t wi1~1 the
FOli.ndaticD'i>

7r is pr3~~ facie eviGent from ~~e provisions of section 8~2{b) of
·tJ~,0 Regu13:t'.l.Ons of t.he Dcp~.rtm~?nt. of E,ea.1:t.b:.!' ,gd~:lc:f~\t:1oz}: nnd %'e;.lfa·re
that t.h(:::~:e ts a recognitiol1 t:hi:d:: ita cez'tain Sj3::l,ic).t~:tOIK~ the pl:{bl:tc
.t!,~ ho r:>~ ~:~hT'"';;J7C~''''''1 1- 7 ro, .... .,J,- "';,.'l"l"l"" {~"'l.tJ;' '1'.'1'1: J .. h il.'; ~~.", -r:'~"",:y ,""-.... a ", ,-.,,<>~ "l 0«'" 1",-. <;:::,-4: C;' ~.:::&,_..::'s
-.l'.. ,-"", ..... "'-' ..':)~" Q' ......,,,v'Vo-·~ ~ ')1 .ct'~"""~"''' ,...>-t.~:;J W.:.. ~"'iI. .L~... ",.=.,w..') ... .t.o-::1 VG5. ~"):.",..... J!~"--.1' ....·c~,;.;;>~'--,;;>.. ~_.!..-

also e':l id~:-;nt:. £:t."Cll1 t~he for~goin.'~ t~ha{: t-11~;c,re a d.ct:eJ;'X~'d.r1.;;·d:;.lo:r~ is mJ3tde
tU1deJ: sec.rt';ion 8",:;; (b) of the ReS:'fU,la1:.ioja~ "'Jhich perlnj,j;,a: $'JJ.c.h pat:'$nting



Professor Willima Ho Young

und licensing'S' t;.he right.s gra.nted mu.st l10t be restricted by t:.h.e
dc{;;.crmlna,1;ion to t.he extent of di.scour2~ging a potential lic·eXl:;':H'~0;)

>ita feel t:.b.zr"c. the li1l,li"'c.ations o-utlint;;1d. ~J~ova reraOVfj~ any incenti\re
£07: a licenBE~e to enter i!1"'c.o a licEnsing arrangome'nt under th.e
Coenzyn10 Q pai:.~~nt clpllication ?:~nd achieved an eff~ct: di.rectlyoppo
sit$ to that for ~n~ich Sec~ion 8~2{b),was, designedd

\ Ve~J truly yours,

Howard W. Brew.er
l?a"l::ent Coul1sel

I


