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S T U PO

REPORT.
OF
UNIVERSITY (PATENT POLICY
AD HOC SUBCOMIMITTEE

1. THE SUBCOMMITTEE'S ASSIGHMENT

The President's Statement on Government Patent Policy stresses
that inventions resulting from research funded by the Government
const1tute a valuable national resource,-and thab the public intare
requires that efforts be made to encourage the expeditious dave1op—

~.ment and civilian use of these inventions. The Subcommittee was

established to recommend a patent policy which the Government should

- follow in its research and davelopment activities w1;h universities

and other nonprofit organizations.

- --/-

The importance of this assignment is evidenbed by the substantiaT
amount of research funded by the Govornmonu at universities and non-

profit organizations.l/ For example, in Fiscal Year 1972, the Govern-

ment spent approximztely 33.1 billion of the total S12 b1111on expended
on research and developmant outside its own }aboratoracs on granits
and contracts to univers1t1es 2/ :

1/ For conveniernce, "Universities-and nonprofit orgznizations” shall
hereafter be refzrred to as “"universities™. ' In this regard, see
HPPENDIX B, "“Issues Upon UWhich the Unmvnrs1bj Patent Policy Ad Hoc
Subconﬂwttﬂe Voted", where the Subcommittee discussed this matter

. and voted to afford universities and nonprofit croanizations. the

same treatment. However, also note Section 9(d) {11) of the Federal
lonnuclear Energy Rasearch and Development Act of 1974, which, while
affording special treatment to universities, makes no mention of

" nonprofit orqanlzat1ons

_j The dlstr1but1on of such funds on -an agency bas1s was as follows:

HEY - $1,108,000,000 USDA - §75,000,000
AEC - ¢532.000,000 - EPA - $31,600,000
“NSF - $449,000,000 - Interior -  $31.000,000
HASA - $288,000,000 - DOT -~ $26,000,000
Air Force - $228,000,000 Commerce - * $9,000,000 .
Navy - $172,000,000 Justice - $6,500,000
Army - $97,000,000 HUD - . $5,000,000

'_Rationa1 Science Foundation Report - 1972 NSF 71-35, TableyC-3
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2. - CURRENT PRAFTICFS OF THE hGENCIEng

Except for the agencies discussed be]ow, Executive: agenc1es
havc traditionally interpreted the provisions of the President's

- Statorent on Goveramont Patent Policy or applicable statutes to require
ihe uvse of patent rights clauses in grants cr contracts with univer-

- sities to provide for either titie in the Government in the invention
gererated in performance of such grants or contracts or a deferred
&llocation of patent rights. The deferred allocation clause o
provides for d=ciding the allocation of patent rights until after .
an invention is identified. Under this policy, after the-making of
the invention, the university may seek to retain principal rights

~in the invention, subject to the funding agsncy's agreement. Where

ca title clause is used ownership. to resulting inventiions are acquired
by the Government. However, in many cases the clause, like the
deferred clause, may permit the grantae or contractor to request and
retain the prmnc1pa1 rights in- the invention after the invention has
been 1dent1f1ed with the agency's agreement.

, The Department of Defense (D0D), the Den=rtrant of Fea1Lh,
Education, and Yelfare (DHEM), and the National Science Foundation

(HSF) have each adopted special patent policies and regulations vis-a-vis
~universities. DOD has applxed the “special situations®” provision of
section 1{c) of the President's Sizterant, and allows universities with

“Yapproved patent po.1c1es“ to retain title provided the award does

not fall within secticn 1{a) of the Statement. DHEW and NSF have both
adopled special policies for universities implementad by IDQL‘LJt1On31
Pdtent Agreements (IPA) with qualified universities, which provid 2 that
-such universities may retain title subject to various conditieons gnd limita-
tions.4/ 'In the case of DHEY, its special policy applies only to grants.
Inventions genera ated under DHAEW contracts are-subject to a deferred
2ltocation policy. The HSF special institutional policy applies to
_grants and contracts. In any case, NSF and DHEY may except specific
awards from the operation of. their institutional agreements.

*/ fhe Subcommitice at the outset of its assignment conductod a survey
| of agency policies and practices vis-a-vis university patent policy.
~ The survey was previously submitted with the Subcommittee's
August 2, 1972, Report, and has been changed only by the formaliza- -
fion of the NSF Instatutxonal Patent Policy 1n 39 F.R. 41982 41983
. and 40 F.R, 12819.
5/ Copies of the DHEW and NSF IPA s are set forth in. APPENDIX A of
this report
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Both NSF and DHEY consider their university policies consistent
with section 1(a) of the President's statement, based on an ecarly

qnterpretation of this provision by the Patent Advisory Panel of the:

Fedcxa? Council for Science and Technology.2/ The Subcommittee
gives it great weicht as a contemporaneous interprctation by persons
Wpo were closely invoived with its original development.§/

“ Of course, DOD, DHEM, and NSF continue to use essentially a
deférred-ﬂbterm1nau1on approach with un1versxt1es na1cn do not hay
I?A‘s or qualified patent. po]1c1es.

- 5/ The Panel's dinterpretive statement; set forth in the 1965 Annual

Report on Government Patent Policy, reads as follows: “Examples

of exceptional circumstances of the type contamplated by section
1{a) might be . . . where the pub]1c interest will be advanced

_by leaving prwnc1pa or exclusive rights to a ncnp"oF1u educational
institution that agrees to administer inventicns in a mannsr ds ﬂmed
by the agency to be censistent w1th the puo]1c ,rberest "

'_“[ The President's Patent Policy is founded on the concept that the

allocation of patent rights should be determined a2t the time a
contract or grant is awarded. This policy contemplates a review
at the tire of each award to determine whether Saction 1{a) or
1{b} is applicable. Some agencies have adopted specific procedures
0 conduct this evaluation.. {Sees ASPR 9-107.4(b; and DOD fonrm iﬁo4,
noted in ASPR 9-107.4{a))}. ‘Other agencies whose programs fall
basically under Section 1(a} kave not "adopted p*cc:curas for
reviewing each award in the light of the Presidenti's. Statement,
but have operated on a presumption that all their awards are under
the title portion of Section 1(a). Only where a special patent
vights problem arose was a specific determination made. Agencies
which have adopted the "excepticnal circumstances" interpretaticn
of the President’'s Statement to include universities with approved
patent policies have also utilized the concept of a presumption
that all awards to such universities fall within. "exceptional
circumstances” subject to a specific review or procedure for

* exempting specific awards where the agencies determine that excep-
tional circumstances are not present. The utilization of this
presum0t1on for Yexceptional circumstances®™ is considercd to be
consistent with the interpretation of and procedures utilized by
the agencies under thn President's Statement.

L) bt o e W 4 g e se
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3. THE GOAL OF UNIFORMITY

., Four basic approaches are now being used for the. allocation of
patent rights under university grants and contracts, i.e., deferred
allocations; title in the Government, with or without provision for .
the contractors to reauest and retain principal riants after the invention
has heen “identified; recognizing universities under 1(c) as a special
situzation, (DCD); and the DHEW/NSF Institutional Patent Policy appreach

-With selected universities. VYet one o7 the basic consideraticns. undariying

the iresident's Policy is the need for a "Government-wide policy . . .
reflecting ccminon principles and objectives, at the same time re-
cognizing that necd for uniformity in the area of patent rights

must be subservient to the missions of the respective agencies.”

In {raming its recommendation, the Subcommittee nas censidered the
differing missions of the respective agencies and the tyoﬁs of universit
research which they support. In the Subconmittee's opinion, the c1.rer1nﬂ
missions of these agaencies do not support the wide differences in treatment
of a partmcu]ar university doing similar work for different agancies,
although it is recognized that some agencies may be coverned by statutory
requ1rerenus that hamper 1mp1eanuat1on ot the reco.nendations

Furthermore, the need to arrive at a uniform university patent
policy is supported by Governmental policies in adg;t1on to the
Presidant's Statement of Covernrent Patent P011cy .

Zder example, the following directive from Federal Hanagament
Circular 73-7 was considerad by the Subcommittes to be a
. further mandate to seek a uniform Covernﬂent patent policy as:
app]1ed to un1versat1e5' .

"Differing administrative policies and practicas associated
with Federal grants and contracts for supporting research at
educational institutions create confusion and additicnal admin-
“istrative effort for educaticnal institutions, cause conflict
between the university community and the Federal Government,

and reduce the effectiveness of the 1nst1tut1ons in perform1ng
the desired research.

“Since many Burdensome inconsistencies in Government Administra-
tive policies and practices can be removed without Jjeopardizing
the effective pursuit of the resecarch efforts, it is in the
interest of both the Government and educational institutions to
vemove such inconsistencies whercver feasible."

EMC 73- 7. Administration of Colleqe and University Research Grants ~
Deccmbcr 19, 1973, This was formerly OiG Circuiar A- 101, .
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Accordingly, the Subcommittec has formulated gu1dc11nes to
1mp1cmcnt a uniform Govcrnment patent policy for un1v0151t1es.

4.'. CR]1FPIH CONSIDERED BY - THE SUPCPD1ITTFE IN ARRIVING AT ITS
RECOSITDATIONS , _

In arriving at its recommendations, the Subcommittee has attempted
{o devise a uniform university Covernment patent policy within the |
fromework of the Prosident's Statement that emphasizes allocation of
potent rights at the time of contract or grant utilization of 1n‘°nt10ns
vhile reducing the administrative burden to all parties involved. At .
the sare tim2, the Subcommitiee made efforts to ensure that the public
interests would be protected '

- b, THE FRﬁHEHORK FOR CCHHERCIALIZATION OFHUNIVETSITY INVf”*IO‘a

In order to arrive at a uniform patent policy covering the

fnventive results of university research, an understanding of the

nature of this research and the inventions which fiow tnerefrom is

tmperative. Accordingly, various characteristics of technology
transfer of inventions from universities to the markeiplace and

barriers thereto were examined. Scome of the facsors which were
c0n51dered bj the Subcommittee are set forth in this section.

A, The Need for Commercialization by Indus;rv

The most obvicus fact that 1nf1ueﬁ:cs the utilization of
university inventions is that these institutions ¢o not engage in the
direct manufacture of coomercial enbodiments, and it is industry
which must bring the university inventions to the marketplace. Nowever,
it is the observation of many who have studied the technology
transfer process that inventions resulting from un1vnrs1ty research
have not been delivered to the public by industry to the extent or
in the time expected when g?ns1dnr1ng the amcunt of research baing
conducted a+ un1v0r31tqes“_

8/ For example, as ear1y as 1912, Dr. Fredorick Cottre11, whose gift
~ of patent rights provided the original endowment for Research
€orporation, spoke of this concern for "an intellectual by-product

- of immonse importance” that was largely going to waste. This
by-product of college and university work, recognized by
br. Cottrell, is "the mass of scientific facts and principals
developed in the course of investiqation and instruction, which
through lack of the . necessary commercial guidance and supervision
never, or only after unnccessary delay, reaches the public-at-
large in the form of useful irventions, and then often through
such channels that the original discoverers are.quite forgotten.®

‘Address before the 8th Annual Congress of Applied Chemistry, H.Y.,
- 1912, as reported in Rescarch Corp., Quarterly Bulletin, Summer 1974
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. The President's first message on Science nnd Techno?oqy on
Harch 16, 1972 expressed concern about this matter. For example,

- anong thn "urgant situations” that led to and were reflected in S .
-this Message was: -

“Continuing failure of indusiry, universities and Government'
to cooperﬂte in developing civilian technoiogy %n the way
they. produc detense, space and atcmic tools."Z/ -

Jhe Subcommittes b°11°v°s that as to universities this failure

‘can be attributed to the lack of an aceguate machanism to facilitate

the transfer of the inventive research results to indusirial cencerns.
Even vhere universities have patent protection, thzy may well fail to-
encouraga the utilization of their inventions i{_an adequate, crgan1;ed
effort to communicate with industry is not made. J__

L

'8/ wscientists L,_t en U.S. YWoes", The Yashington Poét, p. A-1, Feb. 18,

1872, Tiis article is based on a series of m2etings vatweesn tne then
President’s Science Advisor, Dr. David, and leading scientisis and
- enginaers. 'According to the White House fact sheet issued with the

President's Message, the Wabsaga vias based, in part, on those discussions.

Als0, see Dr. David's article oz1gana11v anpbqr;qq in The Waii Street
‘Journal and reprinted in Tne Wasnincton Stav, August 4, 1874, enitiiied

T Mking the tost of Our Progress in chﬁnoiumy”, in which ha finds

that "U.S. taxpayers dzserve more divicznds” {rom Government-
supported research and developmant. :

108/ For example, see the Proceedings of the Conferance on Technologica)
Transfer and Innovaticn, National Scisnce Foupndation - NSF '67 -
May 15-17, 15566, vhere various participanis chserved: "“To transfer
scientific or tachnical information into sp2cific innovations roquires

a certain amount of organized effort." Furtiher: “The mere existence ot
& body of research outputs and other techniczl knowledge is not, in itsel’

~enough to result in-significant industrial ianovation.® And: "In
‘sum, a good comnunications system does not justi.happen accidentally;
~management must'tahe deliberate, specific action to devise and

‘keep open necessary commynication channels It must also give
explicit attention to its goals." B

e e
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B.- Current Universiiv Technoloay Transfer Prnarams

Yost universities transfer technoloagy throuch personal contact
belwveen scientists, attendance zt professional meeiirgs, and scientificg
publications. But in mapy cases ihe mere disclosure or pubiication of

. technology mey not attract the expenditure of private capital io promoia

utilization. A few universitiss recognize the inadequacy of publications
or personal. contacts to achieve utilization znd have established an in-
house management mechanism to transter their inventive results to industry.
Another fairly large aroup of universities obtain similar services through
outside patent management orcanizations, such as Researciy:Corporation and

Battelle Development Corporation. However, many of these universities co

not have techniques to jdentify or report inventions. The lack of cencaried
efforts to obtain invention disclosures, counled with the lack of a patent
manzgesent organization to promoie invevtions, has in the opinion of the

Subcummittee resulzed in Jess evfective technolooy transver than has orcurreﬁ

at universities with active 1n—n0 ;e patent meragement programs.

There are 1nd1cat1ons that a number of universities, which here-
‘tofore have been reletively inactive in this area of technology transier,
are considering taking more acztive roles. For example, several univer-
sities have initiated new efforis in the area, and severzi others

4411 be-participating in & “paient awarensss program” with Research
Lorporation, which is being partially supported by the national Science

Foundation and the Department of Commerce. The interest that has
been manifested in these and otfher ways has been sufficient for
tnstance, to lead the Matiocnal Assogiation of Collegz and University

Pusiness O0fficers (IIACURD) to prepare and distribute recently a set
‘of guidelines for Tormulating university patent policies. i

C. The Heed for Stroma Patent Manacement Capability to Transfer
Universily Techrology

. .
- - b4
.-

/patent at Lolleges and Universities Guidelines for the Develop-

ment of Policies and Pq_grams ~ Commitiee on Governwantal Relations.
HRACUB0, 1974
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The need for a %trcng patnnt nanaq-mcnt capability or
Bioc hnuca] entrepransurs’ in technology iranster is especially

acute in the un1ve151tj settxno because of {1) the characteristics

.of the inventions coming .out of university research efforts, (2)

the "publish or perish” ethic, and (3) 1ndusury att1tudes towards
unlvcxs1ty inventions. . , :

But before d1scussxng these factors, one point should

be emphasized. This is that the patent rights retained by the

university will almost always be critical to the undertaking by

. the university to interest industry in the further development or.

comzercialization of an invention. This is because, for all
practical purposes, the main right the university can utilize as
negotiating leverzge is its exclusive right in & patent. And

since it would be unreasonable to expect an industrial organization
to be willing to risk its financial resources to develop new
technology without satisfactory means of protecting its invest-
ment, it is obvious that the question of patent cwnership is

“critical to any university's efforts at technoiony transfer.

13/“15 any suggestion were to be made as to what should be done
.to promote innovation, "it would be to find -~ if one can,
*technical entrepreneurs”. e e
Battelle Columbus Laboratories, Science, Techrology and Inno-
vation, Summary Report - February 1973, p.&.




S o - (1) Characteristics of University Inventions

‘ The Subcommittce considers the following characteristics
~to be s1gn1f1cant.

(a) Ba51c and App]]@d Rescarch

A

_ Host of the un1vers1ty work performed under Government—

_ . sponsored grants and contracts. is basic research. Inventions arising out

i ~of such research are normally incidental to the research and at most

b - involved compositions of matter with no clear utility, prototype devices,
: or processes that have been tried only in the laboratory. Yet it has been’

estimated that the cost of bringing the typical invention (both university

and 1ndustr§ to the marketplace is ten times the cost of making the .

invention..!2/ 1t would be rare for a university to be in a position to

bring an invention beyond the initial theoretical or laboratory stage.

It has neither the facilities nor a resason to attempt to perform the

_ - enbineering effort necessary.to design and manufacture commercial embodi-

1 ' ments of their inventions nor, of course, the marketing resources.

_ Even where.a un1vers1ty undertakes "app]1ed" or
- "directed" research, the situaticn is not much d1fferent, since un}verS}ty
“inventions that resu]t trom appiied research normal 1y reach only the
Jdaboratory. model stage. :

g R, Y P

- (b) Isolation of Inventions f )
. Universitr inventions; unlike those of industrial
firms, normally stand alone. !5 . .
.
' 1/ y. s, Department of Commerce - Technolog1ca1 Innovatton Environ-
_ mont and Management, at 8-9.
.
i : wﬂj As explained in a Harbr1dge House study prepared for the Nat10na1

Sc1ence Foundation:

"Their isolation is a major obstacle to utilization since
most inventions are not marketable products in themselves.
The industrial product is often protected by a cordon of
patents, as illustrated by the list of patents on a packet
of Polaroid film. A university invention, on the other
f hand, is a one-shot patent.  Even if the patent specification

' ' discloses "an ingenious invention, the patent claims which define

the scope of monopoly are likely to. be narrowly drawn. Whereas
c industry will add to its patent arsenal as a product is improved,
e a university patent, if it is to be 11censed at all, must be
: -‘IICensed on the 1n1t131 effort."

.

Harbridge House, Inc, LegaT Incent1v03 and Barr1ers to Utilizing
Technoloqical Innovation, p. 11-13 (Harch 1974]). |

L]
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'?(”}--? K ' - Further, un1VQrs1ty inventions must be 11cenqed for

A 7 proyalties only. Universitics, unlike manufacturing firms, camnpt transfer
their technology through cross=1licensing arrangemants, since the university

.. has no need to obtain the right to manufacture the inventions of others.

. {2). The "Publish or Perish" Ethic : ' g

1

The traditicn of publicatien refiects the belief in the -academic
viorld. that pudblication is central to scholarly pursuit. The goal is
: : publication in the learned journals or books. - Patents, on the other hand,
b - have traditional]v been regardad by the university community as irreglevant
’ ~at best and, at worst, as an indication of umiorthy commerc? ial motives.
These factors led %urbr1oge House to the conclusion that “perhaps the
* single most difficult task of a Ln1ver51-j patent adminisirator was the
. solicitation of invention disclosures."l5/ "And they found it not uncommen
_ that even where disclosure and cooperation was obtained, the disclosure
e - Was often not reported until many months afier publication. -Obvious-
1y, therefore, there . is an acute need for eiforts to be made to
obtain early reporting if technology is to be transfarred at the
. optimal rate. Such efforts, howevar, requxre strong nanagement

. Because the one-year pericd for the f1]1rg of pat°n+ app11c1L1ons
has often begun to run by the time university administrators receive
invention d1sc]osures, or soon thereafter, university patent managers
. must be prepared to act quickly to protect inventions once they are
-y identified. Moreover, they need to be able to overcome the reluctance
~ of many faculiy mombers to ccncern-them:91ves vwith these e7forts. Furiher,

' universitios, even i¥ prOdis =d to do so, cannot deal in trads secretis

- since "publish or perish® is the ru?e and therefore, universities cannoct
control pub]icatwon by its fTaculty.

]
*.
S
-1
¥
-
¥

A s sk o g g 1

It also should bz noted that even if a domestic patent appli-
cation is filed within the one-year statutory filing pariod initiated
by publication, such publication before filing will bar issuance of
valid patent protection in most of the imporLant industrialized foreiagn
. countries. This may detract from the “product" that the university
has to offer 1ndustry and adversely aifect our baltance of trade.

15/ 1d at 11-14.
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(3) Industry Attitudes Towards University Inventions

' Un1vers1t\es attempting to transfer unwvcrs1ty technology:
must also overcome certain attitudes of their potential industrial transferees.
The exisionce of these attitudes {or organizational barriers) is under-
~standable. But they again hignlight the need for a strong and aggressive
patent management casability at the universities. Among these industrial

attltudns are the follou1ng : . oy

(a) The "Hot-Tnvented-Here" Syndroms

Industrial 0rg1n1 zations have commercial interest
in most areas of their research. Accordingly, there is an in-house
incentive and capability for such organizations to further pursue the
results of their ressarch. Tnis incentive stems from the organizations'
&bility to continuously evaluate this research through alil stagss of its
developmznt. There is a iesser incentive for indusiry to further pursue
the results of university resezarch where such research was not undar
the organizations’ initial sponsorship. This bias towards investment
in further development of {ts own ideas, rather than ideas from outside
sources; s commonly referred to as the "not-invented-nere" syndrome.

R (b} | The Pesire for Patent Richts in Collaborative Situaticns

In some situations, 1ndustrv has refused to c011aborate

~ in bringing university iaventions to the markeiplace unless provided som

"~ patent protection .as cuid pro cuo for the invesiment or davelcpment er-orL
- This has been substaniizied by a Harbridee House and a General Accounting
Office {GAQ0) study both of which Tound anm incustry-wide ra2luctance by
pharmaceutical firms fo test CCmu?g}LionS o7 matter synthesized .cr iscla
by grant-supported jnvestigators,- This was found to be due to DHEW's

ted

16/ Harb\1dge House, Inc. - Government Patent Poiwcv Study - Final
' Report to Committee on Government Patent Policy, FCST, May 17
1268; and -GAO Report, Problem frﬂas Avfecting Usefuiness of
Results of Government- Sponsoved Pesearch in iHedicinal bﬁCl]SttJ -

fugust 12, 1968.

.ihrbridge House, for example, found: -

“In both cases [referring to university and nonprofit
inventions] the inventions most frequently arise from
basic rescarch and require substantial private develop-
ment before reaching the stage where they arc commercially
useful. Some measure of exclusive rights appears neces-
sary to motivate licensces to invest in the work necessary
“to coamercialize these inventions.®. (Bracketed added.)
Rote 13 at p. 11 of first cited report.



i I \'i"'"”"‘ r———

-

[ —

ey e

P N

o o —

e -.é'.--;,e.«;n\\-r -‘-nv.:‘

e erasan T e T . .
e v . . R . EEE wea et

12

pestrictive implementation of its patent policy which normally resulted

{n title in the Government. Industry arguod that such implementation 7afiled
{0 take into consideration industry's large private investment before

such compositions could be successfully marketed as drugs. Although not
extehsively documentad, similar s1nuat1ons have occurrad in the area of
mcd1Ca1 hardware devices,

In view of the university's past experience in
deaiinqs with the phormaCﬂut1ca1 and medical davice incdustry there will
probebly be other situations wvhers industry would be relfuctent to

~collaborate with universities in bringing a high-risk invention to the

markctplaco i{ some patent e\c1u51v111 1s not Tirsi provided to tha eveloper.

(c) Contamination

- As used by industry, "contamination™ means the
potential compromise of rights in proprietary research resulting from
1ts exposure to ideas, compositions, and/or-test results arising from
Government-sponsored research at universities. For example, if a
company were to 1rcorpbrate into its research procrzn some of tha
research Tlna1ngs oT a university doing paralilei research and then
develop a product patentably dlSI]nCt from the university's inveniieon,
the company might rightfully fear that a comnezitor michit assert the
Bovernment's rights as a defense if the competitor manutactured an
infringing product.

6. COMCLUSTONS OF THE SURCOIMITTEE - - -

L. Creation of Universitv Techroloav Trancfer Capahilities
Shoulid be tncouraasd : '

_ Because of the various factors enumerated above, the Subcom-
mittee is persuaded that the Government needs to crezate an atmosphere
conducive to the transfer of dinventive results Trom universities to
industry. It appears essential that the Government induce universities

- to prov1de an internal mechanism that will serve as a foca1 point for
‘veceipt of the inventive results of university research for later

dissemination to those 1ndusx:1a1 concerns nost 11rﬁ1y to utilize such

‘resultis.

Government patent policy can play a most critical role in
creating the necessary atmosphere for this transfer. As previously
noted, patent rights are essential if a university is to have an
inducement to undertake the efforts nceded to produce conmevcialization
of their inventions by industry. The President's lMessage on Science
and Technology provides a clear mandate to maie use of such an 0ppor—
tunity. As urgcd by the President: 5
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Y, « . wemust develeon caveful strategies for pursuing

* ‘those goals, strategies wiich bring togziher the Federal
‘Government, the private sector, the universities, and the
States and_Jocal communities in a cooperative pursuit of
-progreas. 14/ . _ -

B. Agreements Permitting 0ua11f1ed Universities to Reta
"Title To Inventions wouid Create an incentive To vav
University Technolegy xraqsrﬁr Caaapq:.t1es

in
a1

G2

It is our conc1u51on that the malntenance or creation of
university technology itransfer mechanism can be encouraged to a substantial

~dagiree by permitting ouallribu universities to retain pr1nc1pa’--1cn~s n

Government- sunpOrLGd inventions. The spacific receormmendation to
accomplisn this is set Torth more precisely in section 8 bslow. The
vetention of principal richts by qualified universities carriss with

it the right to license comnercial concerns, thus creating the incentive

-necessary to incduce universitizs to seek indusirial devaiopment of their

inventions and overcome the industry attitudas discussed above.

Of course, universities without a satisfactory program vould

~eontinuz to be subject to patent rights provision; providing forrallo-.

cations of rights by the Government afier the invention has been
identified.

-f Others have also noted the imporiant role that the Government
~can play in bringing about technology transfer of university
research. Sce, e.g., OECD, The Conditions for Success in
Technological Innevation, Paris, 1971, in wnicn 1t stated
®In cases where the requirement for university/industry
relations is not met in a satisfactory manner,‘GOVanment can
have an important role to play as a catalyst or ‘impresario' in
creating the framework within wh1ch regular contacts tale place
between un1ver51py and industry.’
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C. Add1t10na1 Cenefits Would Flow 1f QUG]TfICd Univcrswtxes Rotain
Principal Richts to Resulting Inventions i .

~ In addition to the creation of a strong incentive for transfer
of the results of Covernment-supported university research, other

. benefits would fiow from the retention of principal rights in inventions to
qualificd universities. The Tollowing are examples of such benefits.

(1) Rccognition of Co-sponsor fouities _ g

o

The Government often deoes not provide the total costs of

‘research prcgects conducted at universities. Universities in many cases

assume part of the costs of such projects, and may also recsive support
from other sources, such as private foundations and industrial organiza-

- tions. The Subcommittee's proposal permits, to the externt possible,
. vecognition of the equities of the universities and. othesr groups making

contributions 1o university research projects by permitting the benefits
which enure to such universities to be shared with co-sponsors.

The Subcommittee believes in the absence of an IPA, a
co-sponsor's equity could be considered undsr ihe exceptional circumstances
provision of 1{(a) of the President’s Statemznt, which provides additicnai
support to the Subcommities's poswu1on that its recommendation a]so falls -

;w1iu1n such provision.

(2) Ease of ﬂdﬂ1 tration

- - By eliminating case- by case dacisions on 1nd1v1dua1 requests
for-patent rights, administrative work on the part of both the un1versut:cs
and ihe Governmznt would be diminished. _

(3) Use of Rcya1*1eq for Sunport of Scwent1f1c Resezrch and
Education

Oniversities uou1d be entitled to reta1n income generated
from thc1r patents. Such income would be used to cover the costs of patent
administration and invention incentive awards programs. Any remaining '
income would be available for support of education and scientific rescarch
at universities.  These are purposes which are clearly in the public interest.

The Subcommittee did consider the question of whether the

~Government should sharc in the income gencrated. However, it was concluded

that this would create a disincentive to universities to estab1ish or
maintain technology transfer programs by making the ]1ke]1hood of opcratlng

, ln the black even Iower than it currently is.
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. " (4) Use of Hanagenent Capability for A11 Inventions

: Oncc a university has established a management capability
{0 transfer technology, it 1s presumed that all inventions made at the
un1”fr<1tj, whether Lhzy be Government- sunported or not, will be pros Oted
in the same manner. This, of course, would expand utjlization cf not

on]y Government-fundad’ inventions, qu all other inventions gﬂnerated at
un1versxt1cs

(a) Tra1n1n0 of Futura Technoloov Transfor MHanagers

A fc& universities have- experimented with courses that
ut1112e the services of studgnts in their business, enginsering and
taw schoouls te exploit university inventions. Presumably the practica
- experience gained by such students is in the public interest. It would
seen reasonable to expect an increase in the copportuniiies for such a
- learning experience iT more universities were able to retain rights to
inventions, : S -

7. RLTERMATIVE APPROACHES COUSIREREDLE/

flo serious supp o1t was voiced for a policy of Goverrment aczuisiticn
of title to all universily inventions followed by its dedication to the
*publtic or the graniing of only nonexclusive licenses therein by the
Governmznt, since this would eliminate the stimulus envisioned Ly ihe

patent system. However, much discussion centered on a uniform poiicy of
deferrlng the ailecaticn of rights or the acquisition ot title by tha
Governmucnt for later licensing o7 the inveniion by the Government. Such

ticensing would include the cossibility of exclusive licensing after a
determination that ronexclusive licensing would not likely result in
expeditious cormercial use. (The latter policy will hereafter be referred
to as the “Governmant licensing policy®.) It was argued that either of
such policies weould permit the Govarmnznt to identify and evaluate the
invention prior to making any determination that exclusiviiy was
fiecessary as an incentive to further development. It was aqreed that
such policies might maximize the possibility of “competition® since
exclusivity would be granted only when it is shown that it is the
determining factor in bringing the invention to the marketplace. It
was also concluded that such policies would afford the Government
greater contrel over the terms of any licenses to be granted.

18/ Appendix B contains a discussion of some of the specific issues
cons1dcrcd by and voted- upon by the Subcommittec.

-
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A. Shortcomings of a Deferred A11ocat‘on Policy

K As alrcady noted, inventions resulting from rescarch at univer-
sities ordinarily reguire extensive daveloprient prior to their marketing,
~4ith little expectation that such davelopment will be funded by the.
Government. Accordingly, it appearea that in.a large proportion of cases,
. @ Ceferred allocaticn would mzrely delay a decision that could have been
. made at the timz of funding, thus acting against the expaditious develop-
" oment and utilization of inventions. Administrative costs of both the
Government and universities would be unnecessarily increased by the

need to prepare, review, and respond to requesis for rights on a case-
hy case basis. _

-

A | | In addition, the uncertainties 1nvo1ved in doferr1ng the

_a1}ocat10n of rights would d1scourgg= active collaboration between

universities and industry-prior to the actual decisien that r1ghts are
to be retained by the universities, whereas in the case where the uni-
versity retains righis at the time of contracting, patent applications

-« might be filed promptly and negotiations immeclate1v commenced with pres-

SRR T

- pective licensees. In fact, in the latter case, collaborative arrange-
ments could be mace wherein industry part1ﬁ1rat1on is protected bmfor
it is even clear whether or not inventions will be made.

_ * Furthermere, because of the pressures for publication noted

'ear11er, the time requ1rnd for daferred allocations may in many instances
pesuit in the failure of the university to Tile patent applications

within the statutory pericd initiated by publication due to a reluctance
to commit funds prior to having its rights established. Thus, ‘incentives
to seek commercialization could be dastroyed in some instances.

B, Shortcomines of Acquisition of Title by the Government
Coupled with Government Licensing

o The Subcommittee also conc]uded that a "Government licensing
policy", -as identified abové, was not an adequate substitute to ownership
in universities if the private undertaking of extensive development and
marketing of university inventions is to be encouraged. W4hile possibly
appropriate in situations where a given university's patent managerial
capabilities does not include administering patent rights or transferring
technology, a “Government licensing policy" is not deemed an adequate
subs{itute for an effective university patent managcment organization.

The above conclusion took into c0n51dcratlon that a “Govarnmnnt
11ccns1ng policy" would -
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{1) iIncrcase the administrative burden of agency patent staffs

'.by necessitating the filing of a much Targer number of patent applications

to protect all inventions that might have scme degree of commercial
potentlal

-

: (2) Be handicappéd because the Government weould have
& more difficult time obtaining the serviccs and coogaration-of'the
inventor, who is not an employee of the Government.lz/ .

' ~ The fact that the inventor employed by the university
has a phys1ca].proximity to the university is & signivicant factor,

“since the ccoperation of the invsnfor, both 1in prepa“ing zatent appli-

cations and in formulating a mar\gO)ng strabegy, is gennral]y essential
to a successful 11cens1ng effort.=

J?E‘/Im’entor‘s would not be willina to spend considerable time working

with distant Government personnel on these matters which are outside

the mainstream of their research and teaching efforts. Universities,
_however, can obtain such cocperation through a system of incentive

awards to the inventor, as well as throucn day-to-cay contact. Tt

is 1mportant to note that a'“GovernW¢nt Ticensing polticy" could rasult -

in disincantive on the part of university researchers o report
tnventions other than those having clear economic s*cr1f1canc_. It
- seems Yikely that with the discovery that thE'reportqng of inventions
resulied only in additional work with nothing in raturn, disclosures
would diminish. The- facts and economics of the situation appear o
be such that if the inventors cannot be induced to identify and
'report potentially significant 1nven;10n;, normgl1y thoy will not
be .identified by anycne else.

zofDr. David, 1n h1s art1c1e ugra, note 9, observed:

"The most vital factor in technology transfer is people.
There's nothing Yike a committed, enthusiastic engineer

or scientist to carry the message and know-how fTar. If
convinced of the merit of an idea or a project, he will

travel at night, work on weekends, uvproot his Tamily and

fall exhausted across the finish line to advance it. Yet
sustaining these qualities requires special cave and feeding."
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: (3} Deprive universities of the opportunity to develop through
their collaborative efforts ideas which do not at first evidence commercial
polentizl, since it would be the Government which would ultimately decide
vhat should be patented and protected through its licensing program.

(4) FEntail considerable delay, since it seem un]ike]y that the
Government will have the same fiexibility.in .carvying ouu difficult
ncnotlatfons as do urniversities.

(5) Hou?d require time- consuming n=00t1a ions in exclusive
11cens1ng situations, the terms of which will vary frem invention to -
invention. Moreover, {f the program is to be successful, a "marketing"
type of organization would have to be dGVOIoped and funded by the

Governmznt. _ . .
8. -SPECIFIC RE CU”H_LNA 08 —— ADOPT A POLICY THAT CGUALIFIED IMYUERSITIES
_bAY RETAIN TITLE i#l IIWE TIGHS UiDER ?STlldllOqu PATENT AGREEMENTS

1t 1is recowmended that the variocus executive agonc1es be advised to
adopt policizs and regulations 'acogn171ng that the public dntsrest wili
nornally best be servad by aliow {ing educaticnal institutions with a
icchnolo“v transTer pregram reeting the general criteria set forth below
to retain title to inventions made in the course of or under any fZovernmant
_researcn grant or-contract. Thase policies and regu]at1ons should rcqu1r
- the use of Institutional Patent Agreemznts (IPA'S) with universities that
.are found to have an established tecanolog transfer program that is
administered consistently with the stated objectives of the President's
Femorandum and Statement of vaernment Patent Policy. :

in general, the Subcommittee bﬂlieves adoption of the recommendation
would: .

Implement to the extent'possib1e the emphasis of the.
“President's Statement on Patent Policy that the

allocation of patent rights bz made at the t1me of . oy
contract or grant;

Eliminate to the extent possib1e the wide differences
in treatment of a partlcu1ar university dOlﬂJ similar
work for different agencies;
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Create an incentive for'prOmpt reﬁorting}

Promote the expeditious commercial utilization
of the inventive results of university research; and

Reduce the administrative burden on all the parties
involved.” {
. - . N
However, the agency should reserve the right to exempt specific
grants and contracts at the time they are awanrded from the operation of
the Agreement, since there may be instances where exclusions from
the normal policy are warranted as being in the public interest. _
Examples of this might inciuds a contract for ooeratang a Governmaznt-owned
facility or an award involving extensive development work on a specific
product or process that could be of major ecquHic significance. Such
reservation further supporis the Subcommittesz's conclusien as reflected
ages 2 and 3, supra, that i1ts recomnendation 1s consistent with section
l(qg of the Pres1denu s Statement on Patent Policy. .

Further, the Subcown1t*ee recommends thu the IPA's be entered
into for designated periods of time, at the end of which the university

will be required to repcrt on its progress. Renewal of the IPA by the
.. Government for additional periada should only bz made if {he Governmant
is satisfied with the university's ps arformance. In additicn, the

lengih of such periods can bo made dzpendent on the capability of the

un1v=rs1by

IPA's should be extendmd to universities only after Government review
of the adoquacy of their tec hno1osj transfer capabiility. The Subcommitizse
concluded that public interest is better served by a deferred allocation
policy in situations where the un1verg1tj has not initiated a techﬂulogy
transfer program.

KPPENDIX € to this report contains a 1ist of the type of information
that should be sought from universities in considering vhether an
Institutional Patent Agreemznt is justified. The information genercted
by APPERDIX € will provide the Government with the facts necessary for
detcvminlng wvhether the university has a satisfactory patont techno]ogy
transfer program which 1nc1udes at ]east
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- A formal patent policy vhich 1s administered on a
R continuous basis by an officer or organization
responsible to the institution;

ARssurance that university employees will be legally

gbligated to assign to the institution or the. o e
Government any inventions made by them under .
Government grants .or contracts; .

An invention disclosure system; and
A program Tor the licensing and marketing of jnventions.

After the Government concludes that the university can satis-
factorily perform in a manner that would maximize the. transfer of its
inventive results te the public, the Government and the university.
should enter into the IFA whereby the university retains principal
rights to all inventicns made in performance of their Governmeni-tvunded:
< research on which the university elects to Tile a patent appiication.

However, any agreenent utilized 1o implement the Subcommittee's
i~ recommendations sheuld incluce at least the Tollowing provus1ons in
J( ,.- . ordLr to protect the public interest:

T

A recuirenant for the prompt reporting of a1l inventions
to the applicable agency along with an e]ection of rights;

b fleservation of all the rights specified in paragraphs
(e)-(h) of the 1971 President's Statement on Government
Patent Policy;

§ A requircment that licensing by the universities will
E ' normally bs nonexclusive exczpt where the desired
' practical or comnercial application has not been
achieved or is not likely to be expeditiously achmeved
" through such licensing; . :

. _ A cond1t1on Timiting any exclusive license to a period
’ " not substantially greater than necessary to provide
the incentive for bringing the invention to the point
ef practical or commercial application and to permit

the licensee to recoup its costs and a reasonable
profit thercon; : . .
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“private industry for their further development for the marketplace.

A restriction that royd1ty charges be limited to
vhat 1s reasonable under the circumstances or
iithin the industry involved;

5
cod

A rcquxrc“_nt that the university's rovaTty
receipts after paywent of administrative costs and
incentive awards to inventors be utilized for
Lducational or research pJFpOSGSa

A provision enabling the agoney to e\ceoi 1nd1v1dua1
contrects or grants from the operation of the
agreement where this is deemed in the public interest;

A regquirement for progress reporis after designated
periods and re-execution of the agreszment only if the
Government deems the un1ver51ty s performance to oe

satisfaciory _ _ .

A prohibition acaﬂnst assignment of inventions wwunout
Governmant approva] to persons or organizations

other than approved patent management organizations
-subgcct to the above conditicns; and _

o ' A prov1saon permitting Lernqnat1cn fer convenienca
by either party upon thirty (30) days' written
notice. : : .
e

The Subcommittee also suggests that the agencies which implement
this recomnendation form an intcregency commitiee undar the Executive
Subcommittee of the Commiitee on Governmant Patent Policy for the

purpose of encouraging uniformity in the eriteria for the selectien

of universities eligible to receive IPA's. Such an interagency
committee could also work towards common administrative procedures

“and practices. For example, often university inventions are made

under multiple agency support. Procedures for assigning. a single
agency primary responsibility in such. cases might be developed.

9. SuMwRY o - :

By way of summation, the Subconmittee agrees that {nventions

‘made at wniversities with Government support constitute a valuasble

national resource, but these inventions normally will benefit the
public only if there is a sufficient incentive to make them known to

.

- The

p e e 2
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‘Subcommittee vicws the Government's role in the national research.

”fThis opportunity should not be ‘lost.

“¢ffort as complementing the activities of other elements within

our society, both public and private, that also support research

. #nd development. !t appears to the Subcommittee that the interests of

the Arerican peopla are bost served whoen the various elenents

of this researen structure can interact. The most effective inter-
rclationsnip results when the particular capabilities of the various
clements, Federal and non-fedsvrai, can be utilized to the fullest
extent. Universities, being not-for-profit, public-interest-criented
ovganizations, can most effectively preomote the development and the
wltimate utilization of inventions by industrial organizations. They
can obtain such development and utilization whiie at the same time,
due to their unique charaecter, safeguarding the public interest.
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Issues upon which the University Patent Policy Ad Hoc Subcommittee Voted:

(a) Should the Subcommittee treat "public institutions" differently
from industrial concerns?

This, of course, was the major issue under consideration, and the
Teport reflects the magorlty view that special p011c1es should be
utilized for public institutions.

(b) Should the Institutional Agreement approach be utilized as
the mechanism for'providing speCial treatment to public institutions?

The Subcommittee was unanimously in faver of the Instltutlonal
Patent Agreement espoused by the,report

(c) Should unlver51t1es and other nonprofit institutions be

afforded the same treatment?

As reflected by the report, the majority of the Subcommittee
felt that since universities and other nonprofit institutions both
required industrial aid in bringing their “inventive results to the
marketplace, the proposal should treat them equally. However, two
members of the Subcommittee felt differently. It was their opinion
that the line between nonproflt and profit organizations has clouded

-in recent years, with many nonprofits actually functioning as profit-

making organlzatlons ‘Further, since nenprofit organizations have ne.
educational mission, none of- ‘the royalty returns could be utilized
for that purpose. They also wondered whether those organizations were

_strengly motivated te utilize royalty receipts for research purposes.

The majority of the Subcommittee felt that these concerns could be
resolved on a case-by-case basis at the time a nonprofit organization

‘was negotiating for an Institutional Patent Agreement. Any agreement

negotiated could, of course, set forth the mamner in‘which royalty
receipts could be utilized.

(d) Should the TInstitutional Patent Agreement be limited to
designated "fields of technology"?

reflected by the report, the majority of the Subcommittee did
not belleve the Institutional Patent Agreement shouid be so limited.
However, four members of the Subcommittee felt that the Agreement
should be limited to those inventions falling within technological areas




APPENDIX B - Page 2

in which the institution had a demonstrated expertise. The majority
felt that such a condition would make a deterimination of ownership
impossible until the inventien was identified, since only at that
time could it be determined what field of technology it arose in.

. Further, the majority felt that the "fields of technology could not

be defined with any accuracy, which could ‘result in prolonged argument
as to whether an invention'feli'within or eut of ‘a particular field.

(e) Should the results of the survey of agency practices and

- statistics conducted by the Subcommlttee be 1nc1uded in the report?

The majority of the Subcommittee felt that the survey should be
included. -(See Footnote 2 in the Text of the Reépert.) However, it
was also agreed that no comments would be made regarding the survey,
due to the numerous dlfferlng interpretations ‘that could-be attached
to the statistics., "Under any circumstances, no comparable figures

- are .available regardlng 1ndustry generated” 1nvent10ns

(£} Should an interagency panel ‘have the respon51b111ty for
reviewing and.appr0v1ng Instltutlonal Patent Agreements for purposes
of uniformity?

The Subcommittee was unanimously in-favor of an 1nteragency panel

review of requests for Institutiondl Patent Agreements, which will
- serve to achieve uniform “treatment of individual- institutions throughout

the Government.

(g} Should any distinction be made between 1nvent10ns arising
from grants or contracts?

The Subcommittee umanimously agreed that there should be no distinction
made between grants and contracts, since ‘the inventions that arise from

either instrument would in-most Instauces require 1ndustr1a1 aid in
completing development and bringing the invention to the marketplace.

Further, the Subcommittee ‘determined ‘that-there was no clear definition

of grant or contract acceptable or utilized by .all the agencies. This

position is reflected in the report by failure to make a distinction
between grants and contracts.

. (h) Should the Institutional Patent Agreement be included under
1(a) and/or 1(c) of the Presidential Policy Statement?

The Subcemmittee unanimeusly "agreed that the Institutional Patent .
Agreement should be justified under the "exceptional circumstances"

" ~language of Paragraph 1(a) or under “the ”5pec1a1 51tuat10nV prov151on
“of Paragraph i(c) of the President's Statement. :
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“An Institution desiring an Institutional Patent Agreemant

should supply the following:

. 3. General information conceraing your institution,

~

{(a) Copics of Articics of Facorporation;

7

(b) The institution's purposc and ains;
- . (c) Source of Ffuads.

. . . .
. . -

2. A copy of your institution's lormal patent policy
p- . ¥

together with the date and mannecr of its adoption.

~a

telephone number of

[

. « ) N -
3. XName, title, addrcss, and

or administratien of

institutional olficial responsitlce I

~ g

patent and inventiion matiers and a desceription of sialfing

institutes, otc., which also contribute to your institution’

batent mﬁnagemcnt.cnpabilitiés.
.'4. A description of your institulion's procedures forx
ideﬁtifying-and rcporting'inycptions. | |
5. A copy of the form of agreemoent required to be
sipgned by faculily and 6thcr cmployces of the institﬁtion
cngngcd in ?escaréh, indicating'thaif oblignfion in regard
to inveniions made at your institution. -

Ty any oiher institutiounnl oifices

H

b
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© 6. A copy-of thie invention repurt forin or ouiline utilized for

preparation uf uwonlmn reports at your- Anstitulinn,

. -

S 7. Advice as to whcther your institulion has a formal agrecent

wilh any patent management oryani
} -

Battelle Development Corporation,

8. A descerh )imn f)f the efforts which the institul

o make in Lringing to the marik tp}acc

fitie, - o

9. A gc*wral description of the

1- NPT . 22,0 e W2 ]'1
ICENEING acrivities, "1aiey

{2} Number of inventions

3

juations

any agreoment in effcct should be enclosed,

such as Res

or other orpanizalicns

A cepy of

ion would expeoct

inventions fo which :{ refaing

¥

]

s

£
-

.
-
J

)
1+

1

gt the following:

A
L

.

Jun's pasi natent and investion

' -,
0{ the past ten years; .
wrber of patent anplicaiions filed Curing cuch of the jas

N *;'I { patent anplii i Curin 2 jant

. * .

. ten years; . :
. 1 X atant: binined duringe ench of the vast {vn ver
c) Number of patents obfnined d @ cach of the past { v o

(1) Number of cxclusive licens

ten ycars; . .

(c) l\mnbcr of noncxclusive liccnzes

pnst ten yc:ars:

.

(e} A goenera) description of royallies :;;J'mr;;_c:d,

an maximum royalty rales,

Ve b v e el B e e . s

es

{f) Gross royalty m(.omc‘ during

zsued during cach of {he past

L3

cach of the past ten years;

-

carch Carporation,

reported to the instiivtion during cach

i..,.ncd curing ecach of the .

dnclhuding mminimaun
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CB3gncd by your institulion.

. - . . . . .
N . M . : .

_ 30, ‘A 1list of subsidiary or affiliate institutions,

~hospitals, cte,, which would be covered by an agroecaent

11, If ycur instifution is a subsidiary or nffiliate
of anotiliier organizaticen, sitate name and describe relaticn-

ship, oL

- 12, The amount of Government support currently being

adminisﬁefed by your institution; giving nzeney hrenkdown, -
- 13, Do you'have an Insfituiionnllpateni Acreement with
]jliE v, NSF, or any Otili:l' Government agency? if éc_, pife;-.se supply
. e . . ) . . - - . b
a copy of the Agreement and any annual or other periodic
reports déscribing acfivities undgr the Agreounent which
were submitied to the Agency wiihin the last three yOeRrs,
14, JYf not set forth elsevheres, stale your policy ag
to shoring of royaltieé with facplty and other comployces,
115, Describe the umcs.mnde of any net incone generated
by your patcnl manogement program.
. . . . .
’ ' ., . . o . *
. * . -
.

C e e e ms e s S e Ca e mamen e e




