'STATEMEN’Z‘ OF NQ‘:‘ “*I DQm '
CGNCuﬂN$WG THEE CONSTITUTICMAL ISS U"; RAISED BY
STCTION 202 QF THE PATENT EXTEIMSICON PRCVISIONS OF

- H.R, 3605 '

My name is Norman Dersen. = I have been on the
faculty of New for% Unzvars Ty School of Law since 1961

and have taught courses _n Constituiticnsl Law; An i rust
Law, The Legal Process and Legislatién, amaﬁq otharsn 
-1 am currently Vradn:xck and Grace Stakes_?rafeségr.
Qf_Law.' Since 1980 I hava'also requlaxlj’ﬁaﬁght as

a Visiﬁin@ ?rdfassor at Barvard Law Scheol. I have
- written sevéﬁaT caks and Taw bev1aw artlcles and haﬁg
than testified befores Congress on con suzgut*onq_wissuesn
I.ser§ed aa-?:esident.of the écciety oL Amerlca“ Law

Teachers during 1972 and 1973.

Erom 1975_&0 1977‘1 was Chairman of the Department

Drug Regulaticn;; Under my dz:ectzcn the ﬁérél.gré'ucad
£five ﬁélumes of studies”dn the drug regulatio“'pracéss.
ince 1877 I have publish hed articles on the réGulatcry-
.procass in th Annals'of Internal Medicine and the Feod

D“Lg Cesmetic Law Jouzrnal.



I was askad by rew“ésen atlves of é coalition
of research basea rharmaceutical comman_es to “ev1ew:
.Sectzon 202 cf the prQPOSed Patent“Extensicn,legislaticn
 tc.determine.if the‘bill‘presént§ an? Sericﬁs.
constitut ionallprcblemsa. In my judament ‘const tﬁﬁional

preblems do exist and they are subsbanulal.

'DESCRI?TION OF sgtrzon 202

Sectzon 202 wonld vaverse exist i“§ patent law'  
whick now gives the. cwner cf a patent the exclusive
right to make, use and sell the naueﬂted 11ve1t;on.

'35 U.5.C. .§§ 152 and 271(a). Tt would allow a thira
party to make, use or sell a natentad *nventﬂor for
 pu-roses "“eascnably *e*ate‘“ to tne subm;sszon of
info"nablcn ts cbtain prema keting anp*ova? under the
Eocd,_Drug and Cosmetic Act in order to_engage in the.ﬂ
com‘.._.rc::.a1 manufg;ture;.use'@rfSale_cf the drug after
patent expiratian. Tbe conshlt t"o...a1 prqblem arises

because Section 202 does not just anplv nrosnect:valy'

to patents that will come into khelng after its enactment,

oy

ut it alsc reaches mack and takes away exclus

e

ve rmgﬁts

0f current patent holdérs. After aﬂa1y ing ths existing'

- s

helder under the bill, I am forced %to conclude that
L

o

e ? PR} F ™ b J R F = o
ixely vicelatzss the Ziith Amandrment's
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560, slip op. (Fed. Cir. Apr. 23,

purpose of enabl*ng ﬁclar te market the d ¢g after *Hé:

Rache-patenh'explred,'-The Couru of }nnea1s ag*eed with

] L 2 o~a 2 -~
It ¢rderad fhat speciiic relisi was

'wrchibitién against tne baklng of mvonertf ‘or a publ*c

- use wzthcug jusb conmensatlon.

TEE BOLAR DEGISIGN

Sécﬁion_zcz,takes from the patent QWner the same

péﬁent rights which the Court of Appeals for the Faderal

Circuit hgs'de¢lared belcng'exclﬁsively to the owner

under the present patent law. In Roche Products, Inc. ¥.

Bolar Pharmaceutical Co., Imc., ___ F.2d. ___, No. 84

Caé); ahe court held

that Bolar, a gene ric drug nanuﬁaCtu“eh, un lawhu1lj

infringed a patent owned by Roche when, during the patent
" term, Bolar used the patented substance to prepare a

_*submission to the Food and Drug Administraticﬂ'for the

o

"Rocha that such "use" by Bolar of Roche's pahented drug

duﬁlng thn tnrm of the patant grant for the purpese

of engagzqg in feder lly nand ted ﬁremarketing tesﬁs

-was part of the exclu ive paltant grant reservs d to ““e”

[ 4

patent owner. . Eaving deta:mined that.Bolar’s unauthoxized:

.u-'

use infringed Roche's patent, the Court of Appe ls then
held *hat "Rockhe is entitled to a remedy,” in the form

of an injuncticn or damages.  Bolar, supra

L. ) Y
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[

in the firét. nstance by the Distr;ct Cﬂu . tciwhiéﬁ'““
the case was then hemanded and before which it is ncw.
pendn g. In dlrQCulﬂg *hat renand the Court o‘ Anseals”
 recogn1“ed that although »he 1nfr:pge eQb ;uvolved a .
 gmall_ameunt of material, "the aa@ncmzc ipjury to Rhché' 
i, ﬁ'is-threatenedrto be, substadhﬁal . . . ." Bolar,

‘supra, at 19. See also Pfizer, Inc. v. International

‘Regtifier Corn., 217 U.S.P.Q. 157 (C.D. Cal. 1982).

IMPACT OF SECTION 202 OM THE BOLAR DECISION

..Sectioﬁ 202 of the propesed legislatioﬁ ﬁould
reverse the Bolax dec*s_on in:its enﬁirety; ﬁoﬁ just
- for ;he paueﬁ* involved in that case, but ‘c“ all exzsuzrg
drug patents. IndeedF t“a‘b$17 would go meyond the
infringing ccnduct.involved in Hclar by makﬁnq it law‘ul
_fbr an in ringer to maka and to se‘l as well as to use

the patented substance during th e ner‘od of tﬁe pah_n“ B

grant, if done for the ﬁu:posa of sacur:nq EDA.apnroval
- of a new drug. It wou1d alsa reverse e&’Sulnq na*enh

o

[ 2]

law v prohibitlrg courts frem lssu:ng an injunct
aga_“s_ making, usﬁrq or snlm"nq the suzsb nce for that

purpcse, and it would withdr: f*cm'the pa tantee h*s

- current richt to collecu dan;ges Fo*-sucm infri“gemenh.
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«taking, the Fifth Amendment protects the individual

THE NATURE OF TET CONSTITUTIONAL PSCBLEM

Because patent r"gnts are a forw of n“cne_ty,.

takﬂnq SJcn r;ghts from the owner ~alses a ba=1c issue'

'undar the E1¢th Amandnenu,- The Constztut*cn recoqn;zes

that fram time to time it wlll “e necessary ‘for the

government to acqu;re przvata prﬁperty for public

purposes, but by requiring "just compensation" for such

whose property is taken for the common good f£rom being

made to carry a bu—den that should, in fairness, ke

shared by the ccmmun*ty at large. fThe SunremE'Coﬁrt

has aescrlned the purposas of this clauce in the fol*ow*ng

terms-'

"[The] Fifth Amandment”s guarantee that.
private proverty skhall not be taken for

a public use withcout just,compensatioﬁ

was desicned to kar Government from -o*c_“
‘some pecple alone to kear public burdens
which, in all fairness and justice, shcoculd
- be borne by the public as a whole."
Armstrong v. United Statasg, 364 U.S.

40, 4% (198Q). '

We tend to think of civil rights in “erms af

-First Amendment rights of free speech ancd expression,

but the "takin " clause of the ¥

-

54.

£th Amendment is also

e

ainst

0

4

- c'v"l ri gh ' cne which stands as a2 bulwark a

governmental zppropriation of wvested propezty rights.
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Thé Cons
ability to confiscate prope
restraints Lﬁoﬁ government'é ability te confiscate our
ght of a rewsnaper'tc nubllsh

itution imposes restraints upon government'
v just as it imposes

right to speak or the =i
without censorship. |
THE COMSTITUTIONAL POLICY IN SUPPORT OF PATENTS
ﬁi S thhln tbe

1;‘i.rs*t:: lock at

Any'analysis of hqw Section 202

Fifth Amendment’s "taking® clause must
the nature of ;he promer ty that th*s bi l will zffect =-

the patent grant.
itse
Unlike many governmental

£ =Y
I am always impressed when remin ded by nau nt
elf the source of
T rn
¥ lives, the right

the Constitution 1s

:lawyars that the {
auhho* ity for the pate q@ systemn.
ad**vitiEs.thaﬁ surround ou it
to g“ant patents is net _nnl*ed f*cﬂ some cune* gene-al
ad i Artzcle I, ¢=ect'rcn g,

at¢on 15 p’a*nly

powar, hut 1s_éx£:essly dacreed in
' £ ?'-.:.h
i éd iﬁ crder
. . o o

and the policy beh;nd uha au
A natemt sysﬁem is auther
ples:td patent properity,

p omote bhe nrcgress oF Scaepca and useful Arts . . . .
d”that patant

stated,
In annlyi'g_Fifth Amendment princl
it is'tnere‘orn important to kaep in in:
reflect en of a nub1$c ncl cy hhau is as
_that rzs independent‘ _

grants are a
cld as *He Renublﬁc aﬁd one
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constitutional stature. It is well known that the patent

system has been a great success. It has made a major

contribution to this country's techrnological preeminence.

The reliance which kas been placed on our patent system

by inventors and by those who underwrite research and

N devaloument should not be chilled by retwoacblvely

tvipnlng away exist ng rxghts.

. PATENT GRANTS,'INCLUDING EXCLUSIVE
USE RIGETS, ARE PROPERTY RIGETS
_PROTECTED BY THE FIFTE ANENDMENT

Patent Richts are Property Richté-'

- Existing patent law declares that a2 patent is

a property right, Title 35, U.5.C. § 261 states:

"patents shall have the attributes of personal property.”

.Paten_s are not on y defined as yroperty; Hey also

cantain the esse“hlal alemants cf. ® :ope By statute,
a patent grants igs holcer the zight tb'exciude_others

from max*ng, us;ng cr sellznq the patented *nvent*on

| during the term of the patent. 35 U.s.C. §§ 152, 271(a)

A pat tent embod*es "eha rlght to_disposg of a thing in

every legal way,-to possess 1%, to use it, and to excluce

everyone else from interfering with it,"! which is the

= ’ el N3

;de‘l iition cf propexrty,

Black's Law Dicxticnarv 1098 (rev. 5th ed. 1973).
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_Amandment.
‘Ca. V.

‘U.S. 28, 39-4C (1918),

323 U. S 388,

} aga." St approp

' gOVe_”meﬂ

The Right of

Suprena Courh

ATingsiuﬁambiguausly':

in W;lllam Crzmp &

eaffirm

 that pahents are prcpnrty rights p“chﬂctad y'the Eifth

Jcns Shio & ?nclﬁe Building

Iinternational) Cur

the g“anb of lette“s patent by the United S

_prcpe**y and prctacted by the

Consblt

tis Marine Turbine Co., 246

the Court wrote that it is

Mipdisp ubably establ hed"_that "rights securéd undex

tates were

dua*aruees of He

tion and not subject t&e”ego*e to be amnro*r*ataﬁ‘

even for public use without adequata compensation.”

Slmllarly, in

415; clari

Hy
|.|.

'Court sta*od "[ Jhat a patent

iatlcn bcth by

has long been.set

Exclusive Use Is
Compenent of the Pzatent Grant

Prewerty Richt

Bartford-Empire

ed,

Co; v. United Statss,
322 U.S. 570 (1945), th
is property, protectad

individuals and by = - .

+lad.”

an Integ“ 1
and Co cmitant

In exchange fcr the kenefits derived £rom

inncvaticen and'inVention, society, *hrcuch a gove .ne“_-3

et ]
atent,

J

grants an lrventa—-th“eﬂ ca-ncual ri ghgs.‘

exclusivity of manufactu *e,.exclusivi*y‘of use and

2}

3

exclusivity ¢f sale. Fach of

o

for the inmevator to rzap the

these rights is necassary

. . : -
commercial £-uits of his



creative lakor. Because the right to exclude others
from its use is the sole source of a paten s economic
" yalue, the protection of this tri logy af rzg&ts is"

critical to the wiability of the pacent,sysbem.

ihe federal’ccﬁrts have long recégﬁized £hat
an'inﬁringement of a patent heLder’éfright oﬁléiﬁlusive.'
use or manufacture is as'fundamental a conversioﬁiof'“.
property as an inf 1néement of his rlgat of excl lusive
sale. The unautherized nakvng of a patantnd praduct
is an.iﬁf ngmavt becauee it aTlows a cempetitor to
stccknlle the nroquct and flocd the ma*kat *mnédiétaly
following expira ion of ;he Batan* z Slm*l “lv, “

-

reconstruction of a pat_“ted m“oduc_ znvoTves econom*c
activity directly traceanle to the patent. Accorn;ngly,
courts have held that reconstruction other than by the

patentee or its licensee vioclates the patentee's etcTus*ve‘

right to make the product.?

The right of a patent holder to etclus*ve us
" of his invention has also been-protected.rlgorcusly.

&s the Supreme Court has put it, "an inventor receives

* See, e.g., Underwood Tvpewriter Co. v. Elliott-Figher
Co., 136 F. 588, 590 (C.C.S.D.N.Y. 1907); Anericzn Diamcnd
Rock EBering Co. w. Sheldon, 1 ¥. 870, 872-73 (C.C.D.

Ve. 1220). -

* See, e.g., Wilbur-2Tilis Cc. v. Xuthexr, 377 U.S. 222,
£24& (lss4a),




from a patent the right to exclude others from its use -

for the time prescribed in the statute." Continental

Paper Bag Co. v. Eastern Parer Baq.Cc., 21G U. S. 405

! 425 (1908).* Indeed, it is rarog1lzed that “The very

nature of the patent right is thn right to exclude'

others. " Snxtb Inta_hational,_Iﬁc. v. “uchﬂs Tcol Co.,

_718@.2&1573,‘ 1581 (Fed. Cir.), gert. denied, 102 §. Ct.
£93 (1983) 'Iﬁ lin= Wgth'this ldngstand ing pelicy,

the mere testlng Qf a uatented product for ccrmerczal
.puxposes has been-pronzb;ted ~= both 1n‘conneculoniw1ha
pha:mageuticalss and bthef'nrodncts.‘- The purpose of B
exclusive use is evident: to preserve all commexrcial by'
 vaiu2ble ﬁses'£of the patanbee to exnlalt as he sees
”fit;7: Tests én othe er uses'of a patented\product having
a commerlcal pL“SQSe reduce tne econonlc nc;an_1a1 and
value of the patent durlnq.lts term..-Under law all

-such eccnomic bepefits belong to the pataﬁt.holaer.

*  gee also Arc Man wfzcturing Co.,'Inc.-v. Conva*“lble
Tow Renlacement Co., Inc., 377 U.S. 475, 484 (1954),

where the Supreme Court scataé; "'nauhno zzad use, without

mcre,-ccnst;tgtas -frlnaemenm.“.

l-#

® See, e.g., Roche Products Irc. v. Bolar Pharmacsutical
Co., inc., slip op. No. 84~-3580 (Fed. Ciyx. Apr. 23, 1882);
Pfizer, Ipc. v. Int'l Rectifier Corpn., 217 U.S5.2.Q..
157, 182 (C.D. Cal. 1€82.) ' -

, e.9., Radic Corp. of America v. Andrea, SQ F.2d -
812, €14 (24 Cir. 1937} (racdio ccmponents). ' Lo

? See Kaz HManufaciurine Co. w. Chesebrouch-Sond's,
Inc., 211 E. Sugpp. BL3, 813 (S5.D.M.Y. 1962) aZs'ld,
3317 F.24 679 (24 Cir. 1383). :



Even outside the patent-araa, the Supreme Couri .

has recogni ed that the xight-tc exclude oh“ers'from

o

“the use of a possess*on s the touchstone of prcneruj.

Justice Brandeis wrote that “[a]n essentwaT elem nt

? .

" of individual proparty is

f

Ha legal r ght to exc*ude'

cthers from enjoying it." Intermational News'Service'v.'

'Aséociatéd Press; 248 U.S,“le,_ZSO (1518} {d*ssﬂﬂ ing

:opinion). Qcce ntly, in Kaiser-hetna v. United S;aues,
442 U.S. 162 (1979), the Court ruled that the federal |
government_couid.not reguire a:pﬁiVatel§ dé&elopéd‘and
cperated maﬁina_to open.iﬁse1f to th= Lse o the éeﬁeral
public without the péymé nt of jLst compensat 6nQ3_Thé
_éou:t heid thét

"the ‘right to exclude,' sc universally
neld to be a fundamentzl elament of the

 _property righ falls within this catagory
0f interests *Ha“ the Gove mment canrnot
take witheut compensation. L4444 U.S.

: a;. 170...80_

-Section 202 sesks to acccmplish with pharmaceutical
patents precisely the resu*t prehibitad by the Supreme

Ceurt in Xziser-3aeitna with respect.to the marina. It

dppeals for the Federal Circu

da
1

2 imtn ome - e 33 - ’ -
W L b:’.. exclusziva duriszdicticon Qvar ratamn
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appeals -~ characterized as worthy of substantial monetar

'damagésc‘

‘Section 202 "Tzkaes" Pfcperty In

iolation of the Fifth Amendment

Thé law has long recognized that a”ﬂtaking“ of

property can occur eveq 1f hhe lnt“u51cn amounts to

something less than a mhysical invasion by tbe goverrme“_.___

Ch;ef Jusylce Jchn Marshal1 earl? nointed out that the
C:onst1 ticn 1s one o‘ enunerahlcn not defznltlon, aﬁd_
so, like most of the'great constitutional Clausas- the, '
'"taklng clause is not . conflned te 1ts llte*al tEXu.
.'Two tareaas;run thr cugh the deﬂwdad cases-wh¢ch exn1a1£'
'_the-meéniﬁé.of "taﬂlng, Tha first is anﬁdﬁtgfcwth_

of the_traditional concept,_whara the government

[¥R

physically strips the property owner of a paxt of the

‘bundle bf_rights ﬁﬁatlﬁanstiﬁutes his propérty iﬁteréét.
The SECdnd line of céses'dbes.not'iﬁvolve physical
‘takings, but rather ﬁakingé thrcugh-governmental
_;eguiation of_gn.awﬁgr'glﬁsé.ox his pﬁcpev*f wbﬁ*e-ﬁhe

regqulation so frustratas legitimate expects ions vega*d_"

that conuensatlcﬁ

|<:
f

the economic potential of that prepert

is reguired.
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Kals&*‘&euwa is a leaa*rg case in thﬂ c‘ass*cal

" takings line of cases. In that case,_tﬁe ownexrs of
“the'pri vate ond' ho had *nVesued substantial sums
o ‘dredge and inprove it into a marl a,‘were-faced with'

~an effort by the Corps of angi“' ‘to covvert the pond

inte-a public aquatlc par&. Desn? te. the gove“ﬁment s

- glaim that its Commerce Clnuﬁe pcwars tc rngulaue

nav*gahlﬂ waters ahhro__zed Dhbl’c acce 2SS, the Ccourt

'ruled that the governm ﬂt lacked tbe authority o destro
g Y B

w

the owner cht to exclude others from the marina

 w1thouu nayﬁ nt of ccnpensatzon.

I

_wnére.such.a tradl ional taking occuis,:the fact
that only a small fraction of thé:éntire prcﬁerty right
isiinﬁclved &oes.not &eprivé The owﬁer_of Fifth Amendment
. - . *TVW

& -

protacticon. In Leretto v. Telewmrcmpter Manhatizn C

Corp., 458 U.S. 419_'(1982),; it was held that a s’tate

a taking which reguires jus compensation under the
Fifth Amandment, even thcugh :he co““ec occupi ed

- -

only a tiny fraction of the nrooerty.

hd - gy, - — - 4 -y n e s e - d=t
in Loretto the Supreme Court mads 21U clear that a
: . -~ - = 3 At Tt . - e
naominal paymsant for a compulscery taking cannct meet
o 1 - . - H —~ . . = i — 2t - >
the "just compensaticn’ mandatae of the FiIth Amendment.
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In tbe second l*ne of va: COW“EWS&ulOR cases

theflaw'recagn;zes that ta kings can cccur when

gover .mental T'-egulat*c:n n*events an owner from'usingj

his p*one*“g -—- aven though the gove”nmeng‘does not

_physically occupy the property ltsalf or cransfer 1t

to a tnlrd per son. The reascﬁnng underlying tnesa cases -
is stralgnt& rward: where governmengal regulatlon

deprives an owner_of the use of his property in a way

that defeats rezscnable investment-~based expectations,

- significan 2t and valuable propexty righis zre effectively

Ytaken' from the cwner, bringing into play *ﬂe p*oteculons

afforded by, the Eifth'Amendment.‘”- As one would expecht,

'decis*ons'a a1y21n3 the effect of such government

reculat tion tend to be highly fzct orlented, since the

outcone will turn in la*ce paﬂh en a determination of

the owner’'s reasonable expectaticns.  But, the rule

of law is clear: even a shatu*ﬂ which fuxthers an .

important public policy will be held to constitute a

“taking” where it frustrates distinct and legitimate
investment backnd ewnecuat;cns.

The leading case is Pen:sﬁ}van;a Coal Co' v. o

Mzkon, 260 U.S. 393 (1922). In that casa;'Justice Holmes




subsurface mining in a”way.that'ef veTy genﬁived

the oW e*'oF coal mining rlghts of the right to mine

h¢s coal was a "taking." By cont Tast,. when the Facts

 demonstrated that a'statE‘stat°te pursuant to which

the Grand Central Terminal was designated-ra landmark

d*d not int :ﬁe”e with the owner’s'investment-baSEd

- expectations as to the use, of the property, the Court

found that there had been no “takinq evenfthcugh the‘

landmark*st utﬂ ed the terminal buiTczng S owners

from ‘uwtber o4 veloping-their property by constructing

ann Central

an ofﬁlca'tower gtep the terminal., P

New York Citv,

-

438 U.S. 104 (1978).

There is & str ong basis fer ccrclu ing that

202 would be neld +o constitute a “tai_“ both uucer

cases like Kaiser-3et tna, 'wber 'a direct

' the reascning £
appropriation and t:ansfe: df.the owner's r:gﬁts was

under cases like P

involved, and e“nsy;vania Coal;'wnere.
government regqulztion frustrztad rezsonzble investiment

based axpecitations..

“As to the classic'"ta'"ng_ line of cases, the

demonstrate that the right of exclusive use is fundanmental
to the ownership of patents -- even more than it is

gince *he scle source of

L Section



a patent' s value_*s exclus*vx Y. The econoﬁic:
significance of this right is %ejcnd awsnuhe..trhe Bolar
. court expresslv stated”that'the value_ofkthe paténtegrs
rlght ta exclus;ve use for pre-mar keting tesﬁnpur?dSes
was substantial. The impressive efforts of the generic” 
pharmacauﬁlcal ccﬁmanles to secure nassage of Sectlcn 202,
S-and‘tha egually vigorous efforts of'some of the leacing
resea"cn-based pbarmaceut*cal comnan*es to oppose 1;,

provace perhaps the st“ongesu proof that the r,gn

at stake have great commarc;al value.

1f Section 202 becomes'iaﬁ, the exclﬁéivé_right
ko make " sall and use the pate 1ted nrcc ct £ : pro--
:_ma*ke_*mg tests wou1d be takeﬂ ‘“on patertee-énﬁ
transferred to the i.frinqer;' Indead he _taking

contem_laged by Sec-lon 202 is even more offensive than

‘the ta.ing ccndemned-in the Raiser-hatma case. Thare, .

" the gaverrﬂe“, sought simply to give the general public

is £rom a businsss to its competitor. Ceneric

pharmacautical fi:ms will be given a snec*aT commercial

-

advantage at the exme1=e cf researc n-based ceompanies,

§t
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' maka-and-sell the resesarch-

based patentee’s invention for a commercizl purpose
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This "free rider

provstOn und. é&ores the fact -
thaﬁ thé equities have all Tun aqaﬂnsu tbe proposed |
”Section 202. The écmpany holdlng the patent'funaed_

the product’é'reseafch and deﬁalbﬁment.agé ihéﬁfrad'f:
'costs asscc*a eg with‘informqnc‘une medlc éi:proﬁéssion
and general Dubllc of its value and,Lse.  Having
shculdered éll the comne*cxal ex*ense ard risk of br:ng*rg

=

t is enti l ed tc “eab the

it

a new productlta_market,

patent benefits.over‘the‘full life of its patent. Wé  

can assuﬁé thai'thé‘bill sesks to achieve a valid overall
'Qau*pose, but that ODJEC;lVE is no subéhltubﬁ.‘or tbe'

FiZth Amencment s requlrement of fair treatment Lo =z

party whose property is being taken for public purposes.

AltErnaﬁivel'; if one exémi#es #he.bill undér
the gcvnrnhental regulation line:bf‘Eiﬁth'Amendmeﬁt.
cases, the p“cv*szon a’so Dresé“-s serious constltL oﬁal
problemsf: The alst_“ct i.vestmenvwbaseﬂ expec ations
held by 6wners e hd existing-patants'are founaaé tpdn
the substazﬁiﬁe.prétéctions.w:lt =n.into tﬁé paﬁent.

statute. The statute as it existed when the paten

was granted established the scope of these property
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-~ and it included a'17-year 

zclusive richt to "make" and "use!" th
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' of those rights, and thereby deprives an owner of property

in a way that.defeats‘his reasonable expecta ions..z

The Police Power Excention is Inapp 1i ahle

Underx de:tgin circﬁmstancés, govérnmental
regulaticn in tha exercise of its pallce pover to. urd sch
'ﬁha.public.he 1th, morals and safe ety can provide an - |
‘exception to the kak*ng ¢lause of t:e Flkhh Amencnenh. B
However, this eycentzon is not coh__mlrous wzth bhe
'reach of the pollca power and the mere-lnvocatlcn of -
the policé power.dcésfnot relieve he governmen 6f..

its "just compensation” obligation.

An examination of the polica power cases
demonstrates that the takings mnvolved .a.].'I sought_to

ta minzte specific nuisances o*.to halt isolated noxious

uses of propertv that were a danger to the health, morzls
or safety of the communi y Classic insitances involvad
the operzftion of =2 b“‘ckya*A within a reSLde*t*al a*ea-“

the prohibition ¢f gravel excavation below the watex

. line;'? the cutting down of infectaed cedar tress to -

- prevent a spread of the'infectionﬂto_ne*gnd ring
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groves;*? and the halting of ncnessential gold mining
during a wartime emergency labor shortage when miners

were needed to produce war materials instead.?*

It is manifest that these cases are radically — =

- different from the case presented by Section 202, The

property uses that would be affected by Section 202

- are not nuisances. Indeed, the patented substances:

are econamically desirable and socially useful, and

‘the exclusivity rights that would be extinguished ara

consistent with the policy of the Patent Statute and
with Article I, Section 8, Clause 8 of the Constitution.

-

No "Recipracity of Advantace®™ Is Present

Section 202 is not analogous Lo certain zoning

ordinances which have not been considered "takings"

‘because they provide an "average reciprocity of -

advantage." See, e.g., Fennsvlvania Coal Co. v. Mahon,
g

260 U.S. 393, 415 (1922). In these cﬁsas, the Supreme3

not constitute a "taking® becsuse the property owner

33 Miller v. Scheene, 273 U.S. 272 (1928).
P United States V. Centrzl Eurska Mining Co., 357
U.S. 155 (1958). -
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In this résmect,_a comparison with the Grand

Central Terminal case is instructive. In Gvand Centxal,

wh;le the owners were preventﬂd by New Vcrk's Laudma*ks.

»

.Law from bu;ld;ng above the ;E_ﬂ*nal itself they

-

nevertheless recaived from the gove-“mer tera sfa“abTe
development rights" to kuild on nesarby parcels‘ Here

the proposed legislation does mot grant any such -
' reciprocity. On the contrary, a SLQSuEﬂt‘a7 imba_ance 

-

is present in this bllT betwe en the patent extension -

" section ~- Section 201, which with miror exceptions

extends patent life only for patents tha*‘w4ll come

1

“into being afte 'enactment“of'the bil (t.us, most

existing patents would not ;alify for extension) e-

and Section 202, which would apply retrosoectively and
prospectively =“d sunjec- avary d ug na_ent to the loss
0f the patenzee's exulus¢v right to use..

Co.gress Ca::o* Take Back Prom ev*v

Richts irn hatants_slmply Because
Ik Creatad Those Richts .

- The reircactive zrepezl of existing patent
protection cannet be sustained as an exercise of the

independent sower of Congress to create patents, because



'it accomplishes the very cppos*ue,xsl All property rights

are created by the qovernment'because it is the goverament'
_th:@uah 'ts 1aws‘that permit private prcperty to exist."

Congress can no more approp riate by legislative fiat'
@na's rights in a patent'than it can amnrcnr#aua one's

rights'in land. As the Supreme Court has no ted:

A patent for an 1nventlon is as much
property as a patent for land. The rlcbt
‘rests on the sane Zoundation, and is
surrounded and prdtected by the same
- sanctions." Consolidatsd Fruit-Jar Co. v.
- Wright, 94 U.S. 82, 986 (1i877). '

. klwﬁeﬁe is.thus no ccn§titﬁEi§ﬁa1ly signifiéaﬁt.
differehcé between;patéﬁt rights aﬁd‘pther pfcpérty-
.:#ights; the Fifth Amencment's prohibition agalrsh.
.uncam;ensated_takings is applicanble, in'full forég;i
'to-pateﬁtsJand the'holﬁef's':ight 6f exclusiveﬁuée |

associatad with that patent.

"Similarly, with respect to the BoTa* case itself

?

e Lo

-

(

W

isla tion would taks from Roche i s cou -dete*”_n <.

ﬂ

right to oktain potentially substantial_damages from
Bolar for conduct held to be patent infringement at

4+he +ime it occurred.

Oy

% This point was made forcefully by Professor Laurence
Tribe in his testimony concerning home video recerdings.
See Izme Recgrding ol Copvrichziad Werks: ZFearines Zelcsre
the Su=cemm. cn Courts, Civil Liherties and the
Aéministraticon of Justice of the Zouse Comm. on the
Juciciary, 7th Ceng., 2d Sess. 1216 (1S82).
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enactment, the Peaking® ~problem would ba-avaided entirely.

-?ROS ECTIVE APPLICnTrON OF Sz CTION 202
WOULD AVOIL TEZE "TAKTNG" ZRCBLEM

If Sectien 202 were merely prospective in its

:.ampl;cat,on, g lving only to pa tents issued after -

While a'retreacﬁive 7aw is nat 1nvaw1ably

ananstl‘ut*ona1 wnen retroac Vlty results in = ““ak*ﬁg"

af prcmertyP uhe Lﬁt& Amerdmemu is i;ulicated, and

if the leg*s1a ion runs afoul of Eifth Amencdment

'protectlons, it is unconstiitutional.

Even *noucn une Qun*eme Court recently L:nead

. the conStituticnality of a retroactive amendment-to"

'the ERISA sgatute undar ne Gon; act ClauSe where tha

eff ective d= a cf *ie ac* was gea:ed to uhe date the

'legls1at:on was *1 ocuceq;*:ension Banefiﬁ Gda*-rtv

‘Corp. V. R.3. Grav & Co., 52 U.S.L.W. 43810 (June 18,

1984), retroaciive egﬂslau,on has, nevertheless, been

a well of censtituiicnal problems.!®  One authority
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¢ In United Stat st
1-22 (1877), the Court invalidatsed a retroaciive state
‘statuts that impalired preexisting coniract rights when
less drastic alternatives were available to the -
legislature. Ccmpare also Lvnch v. United States, 292
U.s8. 571 (193%) (federal gevermment prohibitad Zfreoem
cimpairing its own contract okbligations by legislaticn
that cancelled war risk life insurance policies), and
Allied S+eructurzl Stsel +. Spannaus, 238 U.S. 234 (1i978)
(dac__: ng iovalid 2 stats 3TaTtute wohich matexially
altered the terms of a nrezexisting pensicn plan causzing
a p rmanent and imnediats change in the expectaticons
- {Footnots continuad on Zcllowing page]
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has written that "It is a fundamental principle of
jurisprudenca_that-retroactive'appli¢2tion of new laws

involves a high risk of kteing unfair."™ Sands,

Sutherland’s Statutes and Statutorv Construction § 41.02

{4th ed. 1972). The author explains:

"One of the fundamental cansiderations

. ©f fairness recognized in every legal
-system 1s that settled expectations
honestly arrived at with respect to _

- osubstantizl interests ought not be o |
defeated."” Id. at § 41.05. '

Indeed, just this week, BEcuse and Senate conferees

agreed to elimipnate the retroactive feature of the

legisihtion that was the subject of the Pension Benefit

Hy

decision because of its perceived unfairness. See Cong.

‘Rec. EE683 (June 22, 1984).
" Retroactive legislaticn in the patent area presents

‘a2 more clearcut eazse of unfairness than a retrecactive

-pension staztute because the government is a partyvy to - |

the patent grant. Paten® owners rely on the express

terms of the statute and on cdnstitutionally groundad

[Footnote 16 ccntinued Ircem nreceding page] |

0f the parties), with Zome Zuilding & Loan Aszs'n v.
Blaisdell, 290 U.S. 3%8 (1532), and Enercv Zeserves
Groupo, Ing. . Xansas Fower & Lignt Co., 103 3. Ct.
EST, TCo-C38 {L883) (parmitvTing state.iacislaticn thaz
impaired prezezisting contracts). ' : -




publ < po cy when they di clqse thei* _“Ventlors.;

The issue raised by Secti 2G°'s retr O&Culve application

has been addressed in ear jer j ucdicial decisions,  See

McClura v. Kingsland, 42 U.S. (1 How. ) 202, 206 (1873)

(new patent legislation "can have no e;;ect to :mnazr

" 4the right of nrcﬁer*v than exist ting in a patengea"),

Diebold, Iﬂc. v. Rncord FlTes Inc., llé

ny

. Supp. 375,

378 (Y D Oh*o 1953) (“The constituti¢nal principle

of due nrocess pr@h;blts the retr cqct*ve application

- 0f the new statute and a *esultanu *nv;lidat‘on_c¢ the

plaintiff's patent clalms").

To avold the constitutiornal difficulties inherant

in retroactive legislation, Congress has traditicnally

. been careful fto limit the effect of new statutes on

(RN

existing patsnt rights, This was most evident in the

Patent Act of 1952, which revised and codified the patent

laws and repealed prior laws. Theres, Congress

specifically prcovided that "any righits or lizbilities
now existing under such [repealed] sections or part

thereos shall not be affscited by this repezl.” Act—

cf July 19, 1952, c. 950, § 5, 66 Stat. 815.
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the Takings Clause of the Fifth Amendment. Since Section

202 seeks to accomplish just such an abrogation of Fifth

Amendment rights, its constitutionality is seriously.

- jeopardized.

e

CONCLUSTON

. In sum, as a matter of constitutional law, Congress
without providing just compensation cannot zbridge patent

and property rights it has conferrsd and upon which

inventors and investors have reasonably relied. This

- is precisely the aim of Section 202. The rights invelved

—_

- are substantial and the constitutional infirmities’

- signifjicant.




