. REMARKS BEFORE THE COMMITTEE ON
GOVERNMENT PATENT PC_)LICY
At the outset I should tell you that I am appearmg here today to
-_represent the Umversn:y of Wisconsm at the request of Mr. Robert
Gentry, an Assoc1ate V1ce Presrdent of the Un1vers1ty, because of the
experrence Wh1ch the W1scons1n Alumm Research Foundatlon has had |
in the admmlstrauon of inventions for and on behalf of the Un1vers1ty
It is our understandmg that thls Cornrmttee is agaln con31der1ng
_ the poss1b111ty of establlshmg a umform patent pohcy wh1ch can be _5 "
adopted by all or at least most of the Agenc1es of the Federal Govern-‘ ._
ment, It is our futher understandmg that your current conS1derat1ons o
“are Whether t1t1e to mventlons should vest in the Governrnent W1th a -
grant of an excluswe lrcense to the contractor or grantee or Whether. |
: t1tle should be allowed to pass to the contractor or grantee w1th the |
_Covernment reservmg a nonexcluswe llcense for Governmental purpos.es
T here are a number of 1mportant factors whlch must be glven
' full cons1derat1on before the Cornrnlttee adopts a pollcy Wthh retains :
t1t1e in the Government and grves an excluswe lrcense to the contractor; |
| Arnong these are: | | | | | o
| . 1 .What will be the effect on the contmmty of a llcensmg
| -posture or lzcensmg program - that is, what degree of |
___:'--re11ance can the 1nventor or 11censee place on the hcensor. s.f
_':.'¢pos1t10n both domest1c and fore1gn what guarantees.are |

' there for these partles‘?




‘The fun'ctiona'l dtfferent:es' between the 1ndustr1al contractor i
_Iand the Un1vers1ty contractor - the 1atter havmg to rely |
'_upon th1rd party llcensmg to dehver an mventlon to the :
: market | | | |

The posslble effect upon the tax exempt status of some o

N patent management orga:nizattons.

o _T he fact that the adoption of such pohcy would destroy the

. advance Walver poss1b111ty a:nd place all determmatlons
“on a case- by-case basis.
i .Evidence of past exper1ence patent.rnanagement Organiz ations
| have had with'_the advance vvaiver 'as.lai'd' down th_r_ough .? o

: Inst1tut10nal Patent Agreements. S

~We belleve that the cont1nu1ty of a llcensmg posture and a 11cens1ng

_ program is of prlrne 1mportance to the inventor- hcensor 11censee relatlon-?

sh1p and submlt that that cont1nu1ty is lost Where the Government retalns _

t1t1e and merely grants an excluswe 11cense 0 the contractor Such a.

'pohcy ralses a number of serious questlons For example

B What Wﬂl be the pos1t1on of the excluswe llcensee 1n the. <
event 1nfr1ngement occurs? Wﬂl he have the rzght to sue o
"_the 1nfr1nger? Does he in fact Want such rlght? Wﬂl

: ._,the Government 1nst1tute and. conduct such suit in support: ;
--of the excluswe 11cense 1t has gtven? What settlement

'.3_‘.;'opt10n'_s must the Government retamf.;f_or "s_uch_-e_ventuality? R



:':" 2.'_ _ "What vn‘lll happen if an exclusive Sublicense is'iSSued? -

(T his is a very real poss1b111ty since Un1vers1ty 1nvent1ons |
. are notorlously under developed and requlre the type of
- mcentwe supphed by excluswe 11cens1ng positions. )
_Upon the explrauon of the perlod of excluswn:y as between S
the Government and the 11censee W111 the sub11censee
repudlate the subhcensmg arrangement and attempt to
| renegot1ate directly with the Government ona nonexcluswe i
basis to try to obtain better_ terms? ” |
o if the .excllusive' license ’and.enclusive subl.icjense
" are co- extenswe in terms but the subllcensee has not W1th1n -
_that time been able to recoup h1s 1nvestment can the perlod
of exclusnnty be extended? | e
Ancﬂhary to such problems is that facmg a tax. enempt patent manage- 8
'ment orga.mzatton (a 501(C)(3) organlzatlon under the IRS Code) If such o
an orgamzatmn fUI‘lCthHS under the Government t1t1e excluswe 11cense
' 'pol1cy it Would appear to, be a 11cens1ng agent for the Government - in other :
g 'words an-1nvent1on or p'atent broker. Such act1v1ty could be construed |
| .as an unrelated busmess act1v1ty and ]eOpard1ze the tax exempt status of
the orgamzatlon T his con31derat10n is very real since 1t is only wuhm
| - the past year that the Wisconsin Alur'nnl Res'earch Foundatlon has had
- re- establlshed by the IRS that mcome der1ved from the hcensmg of 1nvent10ns

s not unrelated busmess income - but that deC1S1on Was reached only

after a 1ong and costly d1alogue



The contlnulty factor is also 1mportant in the attltudes of 1nventors
and potentlal and actual l1censees. _ What degree of rehance and confldence o
.can they place upon their assomatton w1th the patent holder 11censor. "In
x WARF S S1tuat10n because of the reputat1on Wthh 1t has developed over the -

"years, mcludmg its role as the des1gnee of the Un1vers1ty of Wlsconsm

under the Inst1tut10nal Patent Agreements w1th DHEW and NSF, mventors ' S "

‘and potentlal and actual llcensees have a great deal of confrdence in the
ground ruies” under Wthh it operates. Wlthout the cont1nu1ty afforded
by hold1ng title to the 1nvent1on being 11censed nelther the 1nventor nor the
11censee could be sure of its respect1ve pos1t10n With the 1nventor the |
:_'possﬂ)le and cont1nu1ng r_eCOgmuon of the value of hlS 1nvent10n through

-translatlon into the pub11c sector and through a return to h1rn of a small

part of the royaltles der1ved from the 1nvent1on is at stake Wlth the 11censee .

it is the assurance that he W111 have a contmumg posmon under the COIldlthnS o

”or1g1na11y negotlated
The quest1ons and problems Wthh I have ralsed thus far e1ther B

'do not ex1st or are m1n1mlzed when t1t1e to 1nvent10ns made Wlth Federal
funds in the Umvers1ty communities vests W1th the respectlve Un1vers1ty |

or its approved demgnee
| * Advance waiver such as is accomphshed through the provrsmns of
: current Inst1tut10nal Patent Agreements is also of prnne 1mportance to the

.-Umversuy commumty Te Would appear that advance waiver could not be

‘a viable alternatlve under the Government t1t1e excluswe llcense a pproach

‘since: 1dent1ty of the 1nvent1on Would be a prerequlslte to the grantmg of a



hcense - 11censes must necessarlly vary in terms dependmg upon the
nature of the 1nvent10n Thus, we would agam be faced W1th a case- by-
.' ._‘-case determ1nat1on S1tuat10n ~a regresswe pollcy When compared w1th

| _.the Inst1tut10na1 Patent Agreement pollcy |

| It has been the experlence at WARF that a case- by case determmatlon
' .s1tua.t10n is ponderous frustratmg and very often unworkable from both a -
pract1c31 and practlcable standpomt . |

As a pract1ca1 matter we have found that in the absence of an.

Instltutlonal Patent Agreement the inventor appears to be much more reluctant S

- to report mventfons - the attltude is apparently that the necessary preparat1on. o

and documentatlon requ1red for a case- by-case determmatlon can be av01ded :
if the 1nvent10n is not reported | |

| As a practlcable matter the problems and detalls encountered in

| (a) preparmg all of the necessary documentatlon attendant upon a request |
‘for a deterrmnauon and (b) the time factor attendant upon such preparatlon
“and the processmg of the request along W1th the dec1s1on maktng process

' .and communication of the determlnatlon may Well mean that the mventlon ;
may never be practtced for the beneﬂt of the publzc ' We have in fact

: .had situatjons where apparently more delrberately than 1nadvertent1y,
B statutory bar has been permltted to occur before the determmatlon was ,made..: :

| In support of some of these latter pomts we belleve that the dzs- S

| enchantment of- sc1ent1f1c 1nvest1gators at the Un1verS1ty of Wlsconsm |

'Wlth the case by ca se determ1nat1on pollcy 1s ewdenced by the fact that



: _ prior to'. the 'adve'n.t‘ of the.flrst Institutional Patent -Agreement: w1th DHEW -
i, e in the early 1960s, the dlSClOSure mput to WARF from the Umversrtv
was about 15 or 16 per year, and mostly of rather tr1v1al 1nvent10ns.
- ‘since the advent of that flI'St Inst1tut10nal Patent Agreement in 1968 W1th
DHEW (later enhanced by an Inst1tut1ona1 Patent Agreement wn:h NSF) there
: has been an 1ncreas1ng ﬂow of 1nvent10n d1sc10sures to the 60 to 70 per year .‘_

_range over the past several years.

It is 1nterestmg to note that under the Inst1tut1onal Patent Agreement o

. _w1th DHEW WARF as the des1gnee of the Unlver31ty of Wlseonsm has |
' _-f11ed 44 U. S. patent applzcatwns (1t has, of course f11ed others also)
- These patent appllcatlons represent about 17 11censable groups of 1nvent1ons; B
Seven of these groups (about 41%) which embrace 28 (64%) of the 44 patent L

appllcatmns, or patents maturmg from them, have been 11censed to some |

-: .-18 11censees | |
.. These flgures can be compared W1th the 50 year exper1ence of

WARF in which it has flled a total of 415 patent appl1cat10ns representmg
about 195 groups of related inventions, Stxty two (about 32%) of these
| 'groups of 1nvent1ons have been hcensed to 71 llcensees It is also S1gmflcant

| '._'that by back- calculatmg from the royaltles recewed by WARF it is estlmated '

| that all of WARF's hcensees have collectlvely enjoyed about 175 b]lllon o

dollars of sales under l1cense _'
In all of the situations where Institdtional Patent'Agreements vve".re -
mvolved the publ1c mterest has been amply protected through the march -in C

r1ghts reserved to the Government and through other terms and prowsmns o

govermng llcensmg in those Agreements In other s1tuat10ns the llcensmg'i _



pohcnes followed by WARF have funct1oned to proteot such 1nterest «

| ‘In closmg lwant to assure you that the statement i have glven.ts
not merely an emotronal response to a suggested change in pohcy Rather, | 2
it has been an effort to br1ng 1nto your cons1derat1ons factually—based =
exper1ences 80 that a pol:tcy can 1 be: adopted Wthh W]_H establlsh the best
| of COI‘ldlthl‘lS for the transfer o.f technology from the Un1vers1ty commumues
'i.mto pubhc use Based upon the experlence at the Un1vers1ty of W1sconsm |

W1th the ltcensmg of mventtons in general and W1th case- by-case vs.

'Inst1t1t1onal Patent Agreement pol1c1es in part1cular, we a.re fu'mly convmced S

'that the pohcy Wthh prov1des such best COHdlthIlS is one where t1tle does
' 1_19£ remain thh the Governrnent a;nd where t1tle transfer to the contractor-— 'A
grantee is accomphshed through an Inst1tut10na1 Patent Agreement |
| I thank you for havmg g1ven us the opportumty to share our exper1ence

\ 'and thoughts W1th you th1s mornmg If you have any questrons IW111 do my

- '_best to answer them.

-Howa'rd W. Bremer |
_-February 17 1976
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