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3

1729 Grand Boulevard
Kansas City, Missouri 64108
Phone (816) 234-4636

Nov. 4, 2002 B T

Mr. Norman Latker | NOY 5

Browdy & Neimark

624 9th St. NW

Washington, D.C. 20001

Dear Mr. Latker, ,,,

Thanks for spending so much time with me on the phone today. Your insight helped me better
frame the issues and the problem here.

Enclosed are the documents [ mentioned; the notes are mostly mine. If you see anything worth
mentioning, | am at 816-234-4423.

1’1l be calling you again before we publish.

Sincerely,

Mike McGraw

>KNIGHTRIDDER?

YKNIGHTRIDDER?
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Mr. Rodbert B. Lanman 4
Chief, NIX Brarch
Office of deveral Counsel

Departaent 'of Eealth and Human Services : -
Rz. 28-50 NIE Bldg. 31 §
$000 Rockville Pike ,

Bethesda, %D 20892

Dear ¥r. L&nman:

On tehalf of our client, Chiron Corporation, we are
responding to your letter ot Novenber 30, 1589, and the draft
licensing agreezent which you enclosed.

Chiror ccntirues to believe that this dispute can and
shzald be -esclved expeditiously, amicably and fairly, with a
settlezent . .that fully serves the nation’'s interest in koth
rnond ncn3 tepatitis research and private-putlic sector
collancrative eZforts. We believe, however, your propcsal --
that Chiron assign the Centers for Disease Control ("CDC") a
one-kalf uidivided interest in Chiron's 5-1-1 patent, pay coc
three percént of net sales as royalties; and give CDC contrs
of pricing -- does nct fulli account for the particular
circuastances of the invention and development of the 5-1-1
clone. Unlike DDI, the invention and development of the 5-
1-1 clone has not involved significant experditures of
federal xcney or effort and will result in an overall
dacrease in health care spending.

We think that it would be useful and further our mutual
efforts to!resolve this di spute to set out our view of the
operative fasts and law relating to CDC's claim. We believe
any settlerment Tust take these facts into account.

Eirst, there is not now and has never been any
agreerent between CDC and Chiron that would provide

EXHIBIT

I .

EXHIBIT

I .
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I

COC with any rigﬁts in any invention zada by Chairen
in tke course of the collaboration.

Egggnd Chiren's patant.eeuncyl has ccnductad twe
:epnra.a investigations into the inventian of the

-1 clone and has found ro basis for naning g
nr. B:ad;ey a co-invonto;

Thizd, hln these circuxnst) nces, CDC's demands for

cwnership, royalties and gg;gg_ggg&:gl__;g_nnp:c- ”
Zedented a cont to est ished federal - MY
in pro=oting p:ivatc-puhkic saector research col-

Pouxth, any alternative Fu-t recognize t:at Chiron

has pres-existing fiduci;ry cbligations to its

shareholders to protect its acsets and contractual

obligations to licensees of tha 5-1-1 clona.

Based upon our review, CDC's proposal does net addraess -

tnese poinés or litigation risks. Accoucsdingly, we Lelisve

that CDC's prepesal, which id tantamount to complete . B

vindication at trisl, is nc*ghor fair nor ‘qu;table.

Morecver, we believe that CDC's persxstonc. in prassing these

dexands w;ll seriously jeopardzz. inmportant effortec to Dflbg*{
4

encourage collaboratxvg :ese;:ch _anmong fadaeral laboratorias .~ )
| 5300»‘47

and private cozpanies.

l ‘
In order to provide CDC a more infeormed basis for b1

fusther d-icus:;ona, the rcm&;nd-z of this letter sets out in
cdezail tke lecal and policy concerns we think should be
addressed ﬁn, and used to ev| luate, any esettlement propoesal.

I. cbc HAS NO CONTRACTUAL BIGH’S IN ANY IWVENTIOW MALCE BY
CHIRON

At al) times relevant to the 1nventzon of the 5-1-1
clore, Chiron retaiaed all zzghts in any invention 1t zight
make. At .rnio tine did chxrcn egree or contract with any
parly, luu‘udlug willies €D€ ua Du. Dradley, 4¢ shars any cuch
rights with other persons. Thus, CDC has no contractual
rights whatscever in Chxzonﬂs invention of-the-5-1-1 clone.

The ter=s set out in Chiron' Noverber 10, 1982 lettar
proposed that Chiron and CDC collkbor eo in eertaln Saarch
concerring norA non3 virus. 1In re Raterial
to be :uppiied te the project by CDC, Chlron proposad to
previde the derivative reagents and testing reeults to Dr.
Bradley urder conditiens thét wculd cxplzcztly protect

\
|
i
|
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Chiron's propriezary intarests. The conclusion that Chiron's
rights to its intellectual pr v We ot to be affescted
by the collabzcration is undgfgcored by the ress caution in
Chircn's letter of Novexzbe 4 1982 that jts "proprietary
infcrmaticn must ke protec !_Indee fter Dr. Brailey
and CDC failed to execu%e an ccep able confidentialxtg
agreezent to protect Chiron's interest Chiron was unatle to
prov‘de Dr. Bradley with certain data. This restriction on
comxz unzcatxons vas accepted by Dr. Bradley, who advised
Chiron's s; ientists not to communicate specific information
to him under the circucstances.

It is established ‘ederﬂl policy that patent rights to

inventions made with federal assistance, whether through ’,jéﬁzi//

federally funded research contracts or cooperative

agreexents, gg;ggg_;g_;hg_zg%%nlgnt. This policy permitting
cont‘actor$ o ratain r-qhts n their inventions,
notwithstandirg federal assistance, is intended to zaxinize
technological innovation and /collaboration between federal &,
latoratories and the prxvate}secto* for the gocd of our T
cxtizen:y.f Pricr to 1980, federal patant policy required the /
govermzent td retain all patent rights to any invention made

in whole c; 11 part wita federal assistayce, especially in
areas affecting public health or safety.' By 1980, Lowever,
corgress heca_e concerned that the country was 1os ing its
technological edge, in par- because federal patent policy
discouraged ccomzmercial Aevclopmcﬂt cf federally-furded

research. i . ﬂ\

=

The Ulhiversity and Small Business Patent Procedure Act
of 1980, Pub L. 96=-517, revtrsed prior policy by creating a
presu:ption that patent rights kelonged to the invenzer un-
lass the qove-u. at expressly reserved such rights by con-
tract in advance. Furthernore, any such reservation had to
ba g_shzt‘ed in writing and approved in advance. Government
interests are protected by contractual "march-in rights,"
which p&rult the federal qch*nment to take over the patent

and grant suhlx-enses ir cartain circumstarces, including
whera such action was necessary to meet health or safety
needs not addressed by the patent owner. Originally limited
sz contrac s with g=all businesses and non-profit organiza-
tions, tha' 1680 patent policy was extended to all businesses
ccnt:zctinq with the f:&eraI T government LM EAFly 1983 iR

&tdar to encourage thé private Sector To invest mcre

souxrc nto research and to maintain our ha edge in

e i
L Governzent Statement of Patent Policy, 36 Fed. Rag.
16887 (August 26, 1971).
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technolegy.! 2 Subseqient statutory changes have reinforced
ard exparded the presumption that patent rights belong to the
irventor regardless of federal assistance in the abs;ncc of
an express reservation by the governzent in advance.

In short, CDC's cur-crt position that Dr. Bradley's
contributicn of valuab’c chizmpanzee materials to the praject
entitles CDC t3 rights in the 5-1-1 clone even if Dr. Bradley
is not a co-inven: cr is directly contrary to well-established 2
federal policy. Since CDC did not even retain "march-in" -
rights, Chiron is entitled to all rights in any invention it
rade during the course of the collaboration. In short, CDC
is not legally entitled to anything unless it can prove Dr.
Bradley's inventorship claims.

II. CHIRON'S INVESTIGATICNS DO NOT SUPPORT DR. BRADLEY'S =
CIATM OF CO-INVENTORSHIP

b

In your letter of October 16, 1989, you offer tvo bases
for CDC's claix that Dr. Bradley is a co-inventor of the ;
§-1-1 cloneé: the articulation of certain ideas alleged to be
ax:lus*ve;y or initially attributable to Dr. Bradley and the
stupply of valuable material. <Chiron has had outside patent
counsel exanine these claims. Patent counsel has informed
Chiren that their investigations fail to support

Dr. Bradley's claims. Their findings are briefly summarized
balow. l

AL Intelectsal Irput

At thL tize Chiron embarked on the HCV project, there
was intense international coapetiticn to clone the causative
agent of nonA nenB hepatitis. Cver the next several years,
Criren aﬁd cthers skilled in the art tried numerous ap-
proaches to isoclating the nonA nonB virus withcut success.
The breakthrcugh that enzbled the subject matter clai=ed in
the relevant patant applications was isolating the "5-1-1"
clona: a cDNA from a snall domain of the HCV gencme. The

2 Statement of Government Patent Policy issued on
February 10, 1983.

3 iggtthe Tradeaark Clarification Act of 1984, Pub. L.
98-620; the Federal Technology Transfer Act of 1986 Pub. L.
99-502; Executive Order No. 12591, April 10, 1987, 52 Fad.
Reg, 13414, 2s amended by Exec. Ord. No. 12618 Dac 22,
1987, S7 Fed. Reg. 48861.

’

1987, 57 rea. aey-

’

|
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irvention 13 a prodnc. of molecular genetics, specifically

gene c.on-pc. all claizs in the initial patent applxgation
define t.e invertion in relatiocn to the 5-1-1 clone.

The 5-1 -1 clone was cbtained using a apncitzc protocol
designed by Chiren scientists, an accomplished team of
individuals sophisticated in gene cloning that had already
successfully cloned a great number of viruses and genes,
including hepatitis A, hepatitis B, and hepatitis dalta. Not
surprisingly, Dr. Bradley did not contribute to the
successfuL protocol; Cr. Bradlay is not a rzolecular
geneticist and had no practical experience in gene clening at
the tixe Ehe invention vas made. Indeed, Chiron trained two
pecple frox Dr. Bradley's lab in some of the basic techniques
of rolecular genetics and gene cloning.

Togavirus. At least as early as 1986, Dr. Bradley.
published his prediction that NANB was caused by a togavirus.
At that tize, flaviviruses vere classified as one of only
four types of togaviruses. Thus, Dr Bradley shared his
p*ed-ct;on vwith the field, nct just Chiron, includirg cthar
gTougps vhq wvere not successful in cloning the virus.
Furthermore, Chiron's scientists did not rely on this
prediction in their designing the successfal cloning:
prctecols) as explained below.

‘l

zizerg. Patent counsel has been unable to sub-
stantiate Dr. Bradley's claim tc have first p: roposed the use
of randox’ p—l_ers. Since the mid-1870s, random priners had
baen used to prime DNA synthesis for cloniﬁg There are cnly
two cnclces for primlﬂq the transcription of unknown
rsaqLancnﬂ' randca prizers (useful for any DNA or RNA target)
and oliga'dr prx«e*s (vseful for only mRNA with poly A
tails). Chiron's scientists did not telieve that anycne had

ruled cut tha possibility that the NANB agent was a DNA

virus. Ihns, they prepared libraries, including the cne from
vhich 5-1-1 was cloned, to include sequences made frez= both

RNA arnd DNA. This decision dictated the use of randem
primars.

i . Pelleting viruses by ultra-centri-
fugation has ‘bean known for decades. Chiron had useld proto-
cols published by Dr. Bradley in all the earlier unsuccessful
attexpts at claoning and vell before the invention was made.

!
b a copy of the claims that define the invaention are
attached to this letter. :
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Thus, there is noc basis to argue that these techniques wera
the kay tc‘ghe finding e S-1-1.

.;agné;ggiggl_ggxg;n It is not clear what ngpecifict
scraan is referred to in your letter. Chiron scientists
developed the screening protocols used by them. Chiren is

not avare of Or. Bradley making any specif ¢ input to thesa
protocols.

Antibodv Status. Chiron sciantists were the first to
demonstra-ﬁ that anti~HCV antibodies existed by showing that
such antibodies bound the recombinant protein made from the
£-1-1 clone. Chiron scientists ware than the first to
demonstrata the diagncstic importance of such antibodies.
Clearly, many researchers in the field, including
Dr. Bradley, had speculated that such antibodies existad.
Nonetheless, prior ts Chiron's invention of the 5-1-1 clone,
these raceirchers had repeatedly failed to demonstrate the
existence o2 such antibodies.

B. Supplv M o

Bi h-l iter Crim asma. [Cr. Bradley was not the only
previdar of matarial from vhich HCV could have been cloned,
nor was Chiron the only party to whem Dr. Bradley provided
these =ateria;;. Furthermore, thera is nothing 'prcprletary"
ccnca:ning the zaethods used to raisa chirpanzees with NANB.
As evidanced by Chiron's early failures and the failures of
other laborato—xac, nerely pessessing the chimp maz ¢r1a1 cdoes
not erable one to isolate tha 5-1-1 clcna. It is clear,
cherefore,! that cimple possassion of tha high-titer serum did
not guarantee the cloning of the virus.

Ona of the libraries prepared
rom chxzp plas=a was wharae the 5-1-1 clene was found. Thus,
tre liver sa=ples are not relavant.

Chirp Serux Panrel. Thae chimp serum panel was nct used

to identify the $-1-1 clone. EKuman sexum from others was
used.

IITI. PROSECUTION OF PATENT IITIGATION WILL JEOPARDIZE
ch

chxron'o efforts vare undertaken at graat risx. Chiron
-- a small cempany with no other comnercial produczs =-=- in-
vested a substantial portion ©f its very limited financial
and scientific resources into HCV ressarch. Tha HCV patent
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is the Company's acst valuable asset. qiven the relative
contributions of the parties to the project, it is

ineguitable for CDC to demand control of the patent.

Moraqver, your proposal contravenes and may well
undernine Well-established federal pclicy and a decade of
leqzslat;ve efforts directed to creating settled expectations
over rights in inventions made with faderal assistance. As
discussed above, federal policy since 1980 has consistently ‘,é;zﬁ
beer to fgster technological innovation and commercial

development of such inventions through the vesting of patent é”uﬁdbdd
rights in the inventor. These initlatives have been crucial

to the dcde‘opment of several leading edge technoloqgy _ﬁ;zfld%rﬂ
industries, ircluding the bioctechnology industry. Buoyed &n

part by the success of biotechnology, the Technology Transfer
Act cf 1986 further locsened restrictions on governzent °
control of patents in an effort to increase such research §

collabecrations betvesen federal laboratories and private g
enterprises.

S

i
CDC'q continuing assertion of joint inventorship of the
5-1-1 clore threatens to undo the substantial progress made
purszant tc these initiatives. If private enterprises are to
connit substantial rescurces to cooperative arrangezents with
federal labcra*srzes. they require assurance that the govern-
ment Hllllfﬂ’f 11 its ccomitments. Such expectaticns are
difficult:to reconcile with CDC's prosecution of a veak
c*-xnvent@rsh p clain in order to leverage itself into con-
rol of Chircn's HCV patent and przcxﬂg. In the long run,
_he asse'txur of such a marginal claim is not in the best
1rt¢-es:s of the Tnited States or CDC. o

We are alisc corcerned that the J;th licensing agreement
anclcsed ilth your lezter is virtually identical to that
recently :zgned by Bristol Myers Squikb in connection with -
DDI. Tha, HCV clone is not DDI; CDC's disputed claim to co-
anertershxp is not NIH's uncontested title to DCI. The HCV
clone was tha rasult of yaars of efforts that, vhile
utilizing scme assistance from CDC, was pri narily pursuad at
Chiron by' Chiron scientists using Chiron financial and
scientific rescurces. Moreover, unlike DDI, the anticipated
cost of th- HCV diagnostic products and any vaccine will not
izpose any significant financial burden on patients or the
health care financing system. To the contrary, the
diagnostics and vaccine derived from this invention will
prevaent disease and have among the highest benefit-cost
ratics of any products in health care. Indisputably, these

products vzll laad ts substantial decreases in overall health
care ccsts.

-
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sepclusion

Chiron lcoks rorward to discussing thess issues with you

on Decexter 14 and exploring other alternatives for resolving
this matter.

very truly ycurs,

A p/%@‘ |

Eaclosura
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DEPARTMENT  [EALTH & HUMAN SERVICES
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Office of the Sacretary
Offica at e Genaral Caunge

Public Mealth Divisicn
Room <880, NTH Biag. 31
3000 Raockviile Plke

Beihesda,

Maryland 20892

{301) 4984108

Pebruary 7, 1990

Kevin G. McAnaney, Esquire

Dewey, Ballantine, Bushby,
Palmer & Wood

1775 Pennsylvania Avenue, N.W.

Washington, D.C. 20006

Re: Chiron/CDC Matter
Dear Mr. McAnaney:

Enclosed s our mark-up of the draft Settlement Agreement
you forwarded on January 24. Our explanation of the signi
changes follows:

. 8action 2.2.

Tha changes in this paragraph are necessitated by the

which ,
ficant'.

1

fact that Dr. Bradley is named as a co-inventor on a patant
application £iled by Genelabs. We discussed this mattar in our

conferencs call of today and agreed to explcrs the availab
of partinent information prior to discussing it further.

3. ssotion 3.1(b). .

We have added a specific reference to the authority £
direct payments to Dr. Bradley.

s ctic .

¥We prefer toc state a speciric date for the payments,
than referring to an unspeciried date in the CRADA.

4. section 3.3.

We have made this request in pravious negotiations.

iliey

or the

rather

cDC

would be willing to sign a2 materials transfer agreement limiting

its use of the materials to research purposes.
5. Section 4.1.

We view this as a clarifying change.

EXHIBIT

KK

EXHIBIT

KK
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Page 2 - Kevin G. McAnaney, Esqﬁiro
6. BSaction &.17h).

We feel your language world unduly and unfairly lizit €DC's
march-in rights. Our language responds to your concezns withsut
unduly limiting the march-in rights.

7. Section 4.21£).
This paragraph is rewritten to state:

"In any action to enforce the cbligations under

Article IV of this Agreement thers shall be a

rebuttable presumption that in any field of use

where at least twe entities, which have no

agreement or arrangemernt with each other, are

licansed and marketing products that mest the
raquirements of applicable Federal, State anda

local law in quantities that reasonably meet

demand, that grounds ror the exercise or march-

in rights under subparagraphs 4.1(a)=(c) Qo 9

LY

not exist." - =

Our rewrite Qescribes in detail the circumstances in which
we could comfortably conclude that the conditions for march-in
are not present. We eliminated the second presumption, because
it is inconsistent with the requirement for a commercially
reasonably license in section 4.2, would make it ixmpossible for
CDC to question the terms of a license no matter how unreasonable
a?dhgould substantially restrict CDC's exercise of its march-in
rights.

8. Section 4.4.

These changes reflect the practicalities involved in the
handling of confidential information.

We loock forward to your responsa. We will be glad to meet with
you to discuss thase mattars if yocu believe that is necassary.

Sincersly,

MWM

Robexrt B. lLanman
Legal Advisor, NIH

Bnclosure

co1l .

Mr. Blackburn

Mr. Matthews

Ma. Hendricks #

ﬁ;. Matthews
Ma. Hendricks p
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(b) any Tnited Statas patant application owned by

CYIRON that is a divisional, continuation or continuation-

in-part of the United States petent applicaticns listed iz

Sxhibit 1.1 of this Agreexent; anld

(e) any Unitzd States letters patent 1issulag on a
patent apvlication inciluded uncder subparagraphs 1.1(a) or

1.1(b), above.

1.2 ror purposaes cf tﬁ;s Agreerent, NORTH AMZRICA shall
rean the Unitec States and Canacda, 2s well as the territories ard
possessions of each.

ARTICIE IX

2.2 CDC on behalf of itself, the United States and any
agency or instrurentality thereof, and DR. BRRDIEY herely forever
release, discharge and assicn to CHIRON their entire right: title
and interest in and to, any and all claims, actlions and the like
based in law or equity known or unknown, nov existing or whic:
nighs ggise héreatte;, (2) against CHIRON or CHIRON's emplecyees
({past or prasent) CHIRON's dirsctors (past or presant) or
licansaes arising from actions occuxvring prior to tha data of
this Agreement and related to any collaboration among DR.
BRADLEY, CDC and CHIRON; or (bd) regaxding the inventorsaip,
ownership or control of CHIRON PATENTS or forelign counterparts

cthereot,

2.2 c©oC and DR. BRADLEY warrantT that no pateat appllcaticr
will be Mmarntaine
¥ e naming OR. EXADLEY as an inventor or

e

B i
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coiaventar That cClaims cr is arendaed t2 claim &'b”ieeeﬁ

Fosertortr etk t tmme voiesh=amsper cLa 2ed In CHIRCN PATENTS.
ARTICLE III ‘
3.1 Chiron agrees to pay the total sum of two millicn two
hundred 2£ifty thousand dollars (52,250,000) as follows:
fa) ¢five equal annual payments of $382,500.00 payadle
to CBC to fund a Ccoperative Research and Development
Agr=ement (CRADA) in the area of ECV vaccinas and tissue
culturs. Chircn and CDC agrae t3 entaszr ints such CRADA on
substantially thae terxs set forth in tha draft CRADA
atzachad as E:dzlbvit 3.1. The scope cf the research Iuhj;ct !
to the CRACA skall be agreed to by CDC and CHIRON and skell , -
be within the scope of the work, materials and financial
resourzes set forth irn the Ressarch Plan as defined i'n the
draft CRADA of Exhibit 3.1, and such agreement shall not be
unreascnably withheld.
"1 Eive el e, g, S MO IS
to DR. BRADLEY in
under Ehe Feloval Technology Transber as a recul b ,€
Mjﬁm CHIROH.

Sisning of this
‘i?n-;?z—mn "Subsequent payments shall be due on the

arniversary date of the initial payments. K’ S M /f‘

ARTICLE 1V \ !
4.1 CHIRON agrees that with respect to any field of us\e ¢M

covered by the CHIRON PATENTS, CDC has the right in accordanc

/

with the prccedures in paragraph 4.2 to require CHIRON, an \

14

3

3.3 Chivon «qvees, 1o revide te CPC for ”5"%“1 parpodess
Che 5~—5uehc,£.. d'p &En egtwre HCV sengme an 4‘!; rm
.C,[a cover: Che entive gwuz" C nCJuﬂ:‘ve} The sttuz 4?0-«
s eppressedl opntigens FromthcS - lomgs, Theser ratey

N

3.3 Chiveon agvees to ravd?c tec CPC fov resea !c.h parpo
the 5-5ue‘1c_£,. of tnt e,tre HC.V ena' e an 4‘!'7 y r
'¢la cgver: Che entire eww" mc. The s tus

| SRP eSS A CrgeepnsS £IONL 5"355- ¢5, These. mat e';:i
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asa'gnee or an exclusive licersee of CHIRCN to grant a

non-exclusive license for NPRTH AMERICA in such fleld of ufe asen

taras that are commercially reascnable, to a resccns;ble

- l/ c-qu dr.leH ﬁ-e!A'Vaf‘e, th& Cﬂ’tJ;L’b“S&fkat /ej =
E-sumpaTagsaphs

agelicant that
C.PC%s assertlon ;Fl’hfch-m cohts
rtx—rite ,{IZ

(a) CHIRON, its assignee or licensee is not using or
expectad tc usa lts reascnakle baest efforts within a
reascnable tize toc achieve practical applicaticn in such
field of use:

(b) Such action is necsssary to allsviatas a substan-
tial unnet health or safaty need which is not reasonably
satisZied cr expected to be reascnably satisfied within a
reasonable time by CHIRON, its asaignee oxr licensee,
pro;rid.d, however, that the lack of a product shall net’
constitute "a substantial unmet health or safety need” in a

specific field of use unless, f-rowpormidbio-eppiicant—hea-

practical application in such riela
lmj & ha'b

te ot ble /1Kl
waof S PG plat can BE ate @ vegpouse b2

(c) Such action is necessary to meet requirsxents for
public use pursuant to federal regulations which are not
reasonably satisfied by CHIRON, its assignee or licensee.
4.2 The following procedurss shall apply to the exercise of

march-in rights.

(a) Whenever CDC receives informaticn that it believes
may warrant the exercise of march-in rigkzs, it shall notify

CHIRON of such information.

T
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(b) CHI#&N must within 60 days afterx focoipt o: notice
under subparagraph 4.2(a) confer with €DC and presant
evidence to CDT that grounds for tha exarsisae of march-in
rights do not exist. _

(e¢) at the end of such 60 day pericd specified in
subparagzraph 4.2(b), the Assistant Secretary -sruealta may
request in writing such further information from CHIRON
relasted to the grounds for exercise of march-in righnts as
the Assistant Secretary rinds necessary. CHIRON shall have
306 days to respond to such request. If CHIRON refuses to
respond to thel(gecretary's raquest, thg 80% nay
immediately initiate an action in any jurisdiction to ,
enforce its march-in rights pursuant to subparagraph 4.2(e).

(d) At the end of the 60 day periocd specified ih
subparagraph 4.2(b), or the*:s{)bﬁg; period specified in
subparagraph 4‘.z(c_)) Er—the—evens—of a—request—Ltorfurthes
infesmatien] whichever is later, 12 the Assistant Secretary
for Health finds by a preponderance of the evidence that (1)
grounds for the exercise of march-in rights éxist pursuant
to subparagraphs 4.1l(ajx(c}, and (2) the public interest
raquires the exercisae of march-in rxights, CHIRON will have
90 days fron the resceipt of notice of the findings, to
remove, mitigate or cure such grounds or initiate action to
that end to the satisfaction of the Assistant Secretary, in
which event CHIRON shall have an additicnal 90 days to

substantially complete such acticns.
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(=) At the end of the paricd provided in subparagraph
4.2(4), i the Assistant Secretary deterzines that grounds
pursuant to subparagraphs 4. 1(‘; ;;) Zor the exercise of
march-in rights still exist, CDC may initiate an action in
any federal district court having jurisdiction over the
pa;ties. COC shall have the buruen o2 proving that grounas

exist for the exmrcise of march-in rig'nts in a trial gg

novo. (- JP’ }l(ablc' m‘ Stz

Jicensall mar
oo < and

exercise of march-in rights under subparagraphs 4.1(a)-(c)

do not exist. @qum

where—any—entlty—islicensed;—that—4the-Lteras of such—lticense

—=re—cemmereidlly-—rea=cnaile.

4.3 1In any action arising fror or under Article IV, or a
breach thereof, the sole and exclusive remedy available tao cDC :is
specific performance of ‘thn provisions of such Article, including
the cbligation to grant a non-exclusive licensae provided for in
subparagraph 4.1

4.4 2All Aata chtained by a party which the discloaing party
wishes to be maintained in confidence shall be marked "confi-
dential.®

When data is so marked, the recipient of the data

shall not disclose the data tc anyone other tnnn the recipient chq,t-
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AGREEMENT OF SETTLEMENT

THIS AGREEMENT entered into the 3rd day cf __Aoril .

1990, by Chiron Corporation (CHIRON), e Delawars corporation,
Cantars for Disease Control (CDC) of the U.S. Departument of
Health and Ruman Services (XHMS), and Dr. Daniel W. Bradley (DR.
BRADLZY), an employee of CCC.

WITNRESSETH:

WHEREAS, CHIRON is sdekinq patants in the nazes of ssveral
CHIRON scientists for certain inventions relating to a causative
agant of Non=-A Non-3 Hepatitis (NANB#) Sased on the cloming aé L
the Hepatitis ¢ Virus (HCV): -

WHEREAS, CDC, DR. BRADLEY and CHIRON, parties tc this
Agreenent, have collaborated in ressarch on NANBH boqinnihb in
1982;

WHEREAS, CDC and DR.‘BRADLBY have expressed their beliaf on
tha information avallable to them that DR. BRADLEY L. an inventor
of the aforesaid inventions:

WHEREAS, CHIRON has concluded on the basis of its
investigation and the inforaaticn available to it that DR.
BRADLEY is not an invantor of the aforesaid inventions;

WHEREAS, the parties wish to avold lltigation arising from
any disputes related to rights and obligations arising under that
collaboration; and '

WHEREAS, the parties wish to cooperate in tha expeditious
development of the inventions and ensurs acccis to the inventions
for the benefit of the public health.

_-€3°4 S6TISTINAYT TYEEPS QL INT TS/ AT LWCH4 S2:2% 265
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NOW, THEREFORE, for and in consideration of tha pramises

hereinafter contained, the parties hereto agree as follows:

ARTICLE I
1.1 TYor purposes of this Agreement, CHIRON PATENTS shall
nean:

() &the Unitad States patant applications listed in
Exhibi? 1.1 of this Agreenment;

(b) any United States patent application cwned by
CHIRON that is a divisicnal, corntinuation or continua-
tion-in-part of the United States patent applicatisns listed .lﬂ.

&

in Exhibit 1.1 of this Agreement; and y
(c) any United States letrers patent issuing en a
patent application included under subparagraphsa l.1(a) or
1.1(b}, abova.
1.2 Tror purposes of this Agreement, NORTH AMERICA shall
mean the United States and Canada, as well as the territories and

possessions of each.

ARTICLE II |
2.1 CDC on behalf offits.lf. the United States and any
agency or instrumentality thersof, and DR. BRADLEY hereby forever
release, discharge and assign to CHIRON their entire right, title
and interest in and to, any and all claims, actions and the like
based in lav or equity known or unknown, now existing or which
might arise hereafter, (a) against CHIRON or CHIRON'S employees

’

2
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(past or present) CIIRON's directors (past or presemnt) or 4/]

licensees arising from actions occurring prior to the date of ,

this Agremt and related to Iy callaboration among DR. i s 7 w\
BRADLEY, CDC and CHIRON; or (b) regarding the Inventorshi Y4 ,c. e

ownership or control of CHIRON PATENIS or foreign coumt

thereof. C2C ol +_:_in€-.-<+\££__ gs_re/e.cv o:_-‘.* -\-o C=iRCN
SNy @ 2\ rigerT 4 = T i IRCN SATSCTS
m: —f-"l V l% k !|
2.2 CDC and DR. BRA%LK! va.r?a:in s:: no pat:‘E'n: app i?:atio e

will be maintained naming DR. BRADLEY as an inventor or

g =TS atev”
cainventor thatqclaims or isqamended to claim subject matter .
interfering with the subject marrer claized in CHIRON PATZNIS as M
filed and as get forth in confidemtial Exhibit 2.2.

2.3 After the effective date of this Agreement, CDC and DR.
BRADLEY will make DR. BRADLEY and amy supporting documents
promptlﬁ' and reasonably available to CHIRON for the sole purpose
of evaluating his claim to inventorship. After concluding such

evaluation, CHIRON may, at 1:3 discretion, (1) add DR. BRADLEY to

one or more CHIRON PATENTS as an Invemtor if in CHIRON's opinion
Gy materiall m-@;rvrcr\ﬂeq
e—rmestica—urt=HR.

DB. BRAJALE! is an Inventor or (ii) submit
regoral . 7 :
BEADIXT=n entorship to the U.S. Patent and Trademark Office. = W‘

If DR. BRADLEY is added as Aan inventor to ocne or more CHIRON
PATENTS, whether by CHIRON or by any tribunal of competent
Jurisdiction, CDC and DR. BRADLXY will cooperate fully with and
vithout charge to CHIRON, and execute any and all necesaafy and

proper documents related to CHIRON PATENTS and the assignment

contained iIn paragraph 2:1.

Proper aocCumentcs related TU LOLEUN SALDLYD

contained in paragraph 2:1.



ARTICLE III

3.1 Chiron agrees to pay the total sum of two million two
hundred fifty thousand dollars ($2,250,000) as follows:

(a) five equal annual payments of $382,500.00 payable
to CDC to fund a Cooperative Research and Development
Agreement (CRADA) in the area of HCV vaccines and tissue
culture. Chiron and CDC agree to enter into such CRADA on
substantially the terms set forth in the draft CRADA attached
as Exhibit 3.1. The scope of the research subject to the
CRADA shalli be agreed to by CDC and CHIRON and shall be
within the scope of the work, materials and financial
resources set forth in the Research Plan as defined in the
draft CRADA of Exhibit 3.1, and such agreement shall not be
unreasonably withheld. "

(b) five equal annual payments of $67,500.00 payable to
DR. BRADLEY in lieu of royalties he might otherwise have
received under the Federal Technology Transfer Act as a
result of the cc;llaboration vith CHIRON.

3.2 The first payments under (a) and (b) above shall be due
within 30 days of the signing of this Agreement. Subsequent
payments shall be due on thg:' ammiversary date of the initial
payments.

3.3 CHIRON agrees to provide to CDC and DR. BRADLEY under
the terms of the letter agreement attached hereto as Exhibit 3.3
(1) clones encompassing wvhat CHIRON believes is substantially all

of the translated sequence from the genome of the HCV isolate

4

of the translated sequence from the genome of the HCV isolate

L4



derived from the CDC chimpanzee known as "Rodney™, and (2) other
clones and sequences for HCV isolates currently available to‘
CHIRON. The latter clones and sequences will be provided To CDC
only if (i) a U.S. patent application disclosing the seguence of -
such ciones has been filed, and (ii) CHIRON does not have any
obligation of confidentiality to a third party with respect to -
such clones or sequence. HCV antigens and additional HCV
sequences will be made available to CDC and DR. BRADLEY pursuant

to the CRADA specified in paragraph 3.1(a).

ABRTICLE IV

4.1 CHIRON agrees that with respect to any field of use
covered by the CHIRON PATENTS, CDC has the right in accordance -
with the procedures in pa.x;agraph 4.2 to require CHIRON, or any
successor in interest, an assignee or an exclusive licensee of
CHIRON to grant a non—exclusive license for NORTH AMERICA in such
field of use upon terms that are commercially reasonable, to a
responsible applicant that will take prompt action to alleviate
the conditions (paragraphs (a) through (c) below) that led to
CDC's assertion of narch—inv‘irights, if:

(a) CHIRON, its assignee or licensee is not using or
expected to use its reasonable best efforts within a reasomable
time to achieve practical application in such field of use;

(b) Such action is necessary to alleviate a substan-
tial unmet health or safety need vhich is not reasonably

satisfied or expected to be reasonably satisfied within a

tial unmet health or safety need vhich is not reasonably

satisfied or expected to be reasonably satisfied within a

-~ s .



. reascnable time by CHIRON, its assignee or licenses,
provided, howaver, that the lack of a product shall not
constitute "a substantial unmet health or safety need” in a
specific field of use unless a practical application in such
fisld of use exists or is imminent; or

(c) Such action is necessary to xeet requiresments for
public use pursuant to fadaral regulations vhich ara not
reasonably satisfied by CHIRON, its assignee or licenseea.
4.2 The following procedures shall apply to the cxctciu_ of

march-in rights.

(a) Whenavaer CDC recsivaes information that it believes.
may warrant the exsrcise of march-in rights, it shall notity
CHIRON of such information. '

{b) CHIRON must within 60 days after receipt of notice
under subparagraph 4.2(a) confer with CDC and present (
evidence to CDC that grounds for the exercise of march-in
rights do not exist.

(c) At the and of such 60 day periocd specitied in
subparagraph 4.2(b), the Assiatant Sacratary for Health may
request in writing such further information from CHIROXN
relatad to the grounda for exercise of march-in rights as
the Assistant Secretary finds necessary. CHIROM shall have
" 30 days to respond to such request. 1If CHIRON refusas to
respond to the Assistant Secratary's rsquest, CDC may
irmediately initiate an action in any jurisdiction te
enforce its march-in rights pursuant to subparagraph 4.2(e).

M mrm et Caec NG A DT IR AT W3 BZ:IZT 2SeT/82/28
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izmnediately initiats an action in any Jjurisaictiom o

enforce its march-in rights pursuant to subparagraph 4.2(e).
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(d) At the end of the 60 day potidg specified in
subparagraph 4.2(b), or the additiocnal 30 day perioa
specified in subparagraph 4.2(c) , whichever is later, if
the Assistant Secrestary for Health finds by a prcpondert-nca
of the evidence that (1) grounds for tha exercise of
march-in rights exist pursuant to éubﬁcraqraphs 4.1(a), (b)
or (c), and (2) the public interest requires the sxercise of
narch-in rights, CHIRON will have 30 days from tha recaipt
of notica of the findings, to reaove, mitigate or cure such
grounds or injitiate action to that end to the satisfaction
of the Assistant Secrstary, in which event CHIRON shall have .
an additional 90 days to substantially complete such 4
actions. ' :

(e} At the eand of the period proﬁided in subparagraph
4.2(d), if the Assistant Secretary detsrmines that grounds
pursuant to subparagraphs &.l1(a), (b) or (c) for tha
exercise of march=in rights still exist, CDC may initiate an
action in any federal district court having jurisdiction
over the parties. c¢DC shall have the burden,c;t proving that
grounds exist for the exercise of march-in riqﬁtl in a trial
de nagvg.

. (£) In any action to enforce the cbligations under
Article IV of this Agreement, there shall bs a rebuttable
presumption that in any field of use whers at leasat two
entities are marketing products that mest the requirements
of applicable Federal, state and local law, in quantities

7
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that reascnably meet demand, that grounds for the exercise
of march-in rights under subparagraphs 4.1(a)=(c) do not
exist. There shall be a further rebdbuttable presuapticn that
vhera CHIRON ﬁa- licensed an entity in an arn-flcnqth.
agreement, that the terms of such license are ccnné:czally
reasonable. This presumption dces not apply to the issue of
vhather the licensse has taken or will take prompt action to
allaviate the conditions that led to CDC's assertion of
march-in rights.

4.3 In any action arising from cr under Artiocle IV, or a
breach therscf, the sole and exclusive remedy available to CCC isk»
specific p.;tor:anco of the provisions of such Articlae, 1nc1udiﬁw
the obligation to grant a non-exclusive license provided for in
subparagraph &.1

4.4 All data obtained by a party under Article 4 or Section
2.2 of this Agreenent vhich the disclesing party wishes to be
aaintained in confidence shall be marked *contidential.™ When
data is so marked, the recipient of the data shall not disclese
the data to anycne other than ths recipient (&nd-its legal
counsel) sxcept as may b’ required by law or as necessary to
exercise march-in riqhtu; Recipient will immediately notify the
disclosing party of a proposed disclosure of information under
the precading sentance and the circumstances justifying such
disclosure. The recipiant say make no disclosura of such

confidential information until the close of the seventh business

day following such notice. The disclosing party may take such

’
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day following such notice. The disclosing party may take such
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steps as it deens hecessaty, including seeking a protective
order, to pressrve the confidentiality of such information. For
purposes of this paragraph, the "rscipient® for the Governzent is
the U.S. Dapartaent of Healh and Human Services (DHES) thae
parent agency of CDC. Confidential information will be disclesed

t> emplovees of DHHS only on a need to know basis.

ARTICLE V

S.1 Neither party by agreeing ts this compromise and set-
tlement in any way admit any liability o any kind <o the other
party.

S.2 This Agreement contains the entirs agreement and under-’
standing among the parties hereto and shall be deemed to super-
sede and cancel all other agreements and understandings, written
or oral, entersd intoc prior to the date hereof relating to the
subjact matter harecf.

§.3 ZEach party hersto reprasents and warrants that it has
the requisite power and authority to exscuta and daliver this
Aqi.-nont and to parform its cbligations hersunder and that, in
the case of each corporate party hersto, this Agreement has been
duly executed and d-liv-ro& by such party.

5.4 This Agreement shall be binding upon and inure to the
benefit of the parties hsreto and their respective heirs, per-

sonal representatives, successors and assigns.

9
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IN WITHESS WHEREOF, the parties hereto have caused this
Agreement to De duly executed on this day and year first above

vritten.

‘CHIRON CORPORATION

”—-qg—"%- 50

Edward E. Penhoet, Ph.D. (Date)
Vice Chairman and
Chief Executive Officer

CENTERS FOR DISEASE CORTROL W/‘l(l;%!
By(bEMML.QQDW 2 Ma;x:;—————’

William L. Roper, M.D. (date)
Assistant Surgeon Gemeral
Director

3-12-20
Walter R. Dowdle, Ph.D. (date)
Deputy Director




From: <jallen@nttc.edu>

To: <kofaley@venable.com>, <user21@browdyneimark.com>,
<hwbremer@facstaff.wisc.edu>

Date: Thu, Oct 31, 2002 4:28 PM

Subject: AUTM Directors' Forum Presentation

I'm doing a presentation for AUTM's Director's Forum next month
on the passage of Bayh/Dole. | finally (after 22 years) pulled

out my old Senate folder to pull something together for my 15
minutes of fame. | thought you might be interested in some of
the old stuff | found that you were all involved in. However,

since those who were not there might find looking at viewgraphs
lifted from old Dear Colleague letters, News from Birch Bayh, and
associated old clippings rather boring, | asked our production
folks to build it around the theme of the Rocky and Bullwinkle
cartoon show. See what you think. (The first viewgraph of
Jefferson and Hamilton is because our approach was decentralized
v. the Carter Admin. "industrial policy" approach).

Let me know what you think.

----- Forwarded by Joe Allen/NTTC on 10/31/2002 04:06 PM ---—--
+ >

| Bonnie Funkhouser|
I l

| 10/31/2002 11:46 |

| AM |

I I

To: Joe Allen/NTTC@NTTC |
cC: |
Subject: AUTM Directors' Forum Presentation

vV————V

(See attached file; AUTM Directors' Forum - December 5, 2002.ppt)



From: Robert Kuntz
To: "Latker, Norm
Date: Tue, Nov 5, 2
Subject: Norm Latker,
Hi Norm:

It was great catching up to you

Let me know how to contact Job

<cef@innercite.com>

an J." <njl@browdyneimark.com>
002 5:13 PM

IEEE IPC, Preassignment of Intellectual Prop.

and reminiscing after so many years.
Alan.

| did find my article on the IEEE Web site. It is titled, "What you

Need to Know About Preassign
Property. It is a Feature article
INSTITUTE. Try the following

<http://www.spectrum.ieee.org/

ment Agreements to Protect your Intellectual
in the August, 2002, issue of the
URL:

NST/aug02/fintel.htmi>

If that works, then look for the Feature Article which is in beige where

the other listed articles are in b
work your way in through www.

ue. If this URL does not work, then
ieee.org, click on publications, then on

INSTITUTE, then on archives, then on 2000, then on August, then on the

article.

There was a side bar to the arti

interested readers respond. | {¢
the summary document attache

As | mentioned on the phone, |
employee inventors of the Intel
created a "manifesto," and the
"constituency" interested in the
means for testing the waters in
of about 30 people.

cle in the INSTITUTE suggesting that
ook their responses verbatim and created
2d.

am Chairman of the Subcommittee on
ectual Property Committee of IEEE. |
first tasks is to determine if there is a
subject. The INSTITUTE article was a
IEEE. We have developed a contact list

When | was in Washington, Se
hour meeting with the Presiden

ptember 17 through 21, 2002, | had a three
of IEEE USA. She if very interested in

the employee inventor challenges. However, her term of office ends in
about two months. The IEEE |IPC committee is loaded with patent
attorneys who have corporate clients. One member flatly states that he
wants to help the "engineers" but has a major conflict of interest with
his clients who want to expand their ownership of intellectual

property. At least this person states his position up front while

others try to justify the total preassignment of intellectual property

rights as just and morale.

My |IEEE activities are externaﬁ

to my real responsibilities as

President, California Engineering Foundation (CEF). If you want to get

a feeling about CEF, check ou
<www.innercite.com/~cef/>.

our Web site which is need of up dating,
y focused efforts are with one of our

projects called, MISSION AEROSPACE, which is dedicated to revitalizing
the aerospace/defense industry. We have had a long history looking at

this industrial sector. On the n
President’'s Commission on the
industry.

November, 2000, CEF MISSIQ

P LI Y]

<www.innercite.com/~cef/>.

MR L g wraw vy

%

ear term, we have inputted into the

Future of American Aerospace/defense

N AEROSPACE convened a two day working

Pl ra tr e i sepe sesaarangy

y focused efforts are with one of our

projects called, MISSION AEROSPACE, which is dedicated to revitalizing
the aerospace/defense industr}. We have had a long history looking at
this industrial sector. On the near term, we have inputted into the

President's Commission on thé

industry.

November, 2000, CEF MISSIO

|
|

Future of American Aerospace/defense

N AEROSPACE convened a two day working



i

| Norma

conference. The recommendations were condensed into a Briefing Paper to
President Bush. Three areas were on the agenda: Research &
Development, the Wall Street Haradigm (investment community), and
Intellectual Capital. We are focusing on the latter and are applying a
quarter of a century of work in this field and are promoting the
establishment of a standardized system for defining intellectual (human)
capital skills, knowledge and functional capabilities. Attached is the
Briefing Paper. Our focus is ta implement Recommendation 4 on page 4
of the Intellectual Capital section, and we have had a breakthrough in
developing the unique CEF Skills Interactive Information System (SIIS).
Most of my efforts in Washington were focused on securing funding to
complete the development and initiate deployment. | had 16
appointments. If you have any ideas where there may be fundings,
support, in-kind services, etc., let me know.

There is much more to tell if | have not already saturated your synapse.

| hope that we can stay in touch. Perhaps you can speak to the IEEE IPC
at the next meeting in Washington. Would you like to be a member of my
subcommittee?

| will look forward to receiving your article on preassignment
agreements. If you would like to revisit the Moss Bill, | have it
scanned in my computer.

Bob

Dr. Robert J. Kuntz, P.E., President
CEF

2700 Zinfandel Drive

Rancho Cordova, CA 95670-4827
Ph: 916-853-1914

Fx: 916-853-1821
<cef@innercite.com>
<wwe.innercite.com/~cef/>



IEEE INTELLECTUAL PROPERTY COMMITTEE
Subcommittee on Employee Inventors
And
Preinvention Assignment Agreements

Introduction

Authored by Dr. Robert J. Kuntz, P.E. an article appeared in the August, 2002,
issue of the Institute discussing preinvention assignment agreements. Bill Williams,
IEEE Staff created a “side bar” to the article soliciting response from readers. This
document compiles responses received.

I have been the victim of the "unfair labor practice"

of "Pre-Assignment Agreements". It is an impediment
of creativity. It should be abolished, but there 1s

no chance for this until the unconstitutional

influence of money in our "democratic" system would
be eliminated.

Now, being a "Life Senior", my problem is different.
Since I "retired", I am far more productive than I ever

was (due to my computer). I created new solutions to

my old problems capable to save energy on a billion dollar
scale, but I receive no response to my Web site and letters
from US companies. The NIH syndrome prevails.

My question is the following:

Can IEEE provide any assistance to members to find
cooperating partners for objective evaluation of
innovations, and for introduction into production?

Thirty years ago, | have asked the same question.

I received no answer. I assumed, there is no assistance
available. If this still is the case, don't you think

it would be high time to get organized and provide it
before the Pre-assignment Agreements will be abolished?

it would be high time to get orgénized and provide it
before the Pre-assignment Agreements will be abolished?




I had a chance to read your article in the August issue of the Institute,

and was very surprised realizing that an employer can hold such broad

rights to an employee's invention. The employer's can argue that employee's
work environment and access to the company know how helped the invention to
happen, but without the employee's intellectual capacity it could not have
happened. So, my suggestion is to amend the corresponding laws as follows:

1- If the invention 1s related to the employee's current or past 4 years
work with the employer, the employee and employee will share the rights,
based on a formula yet to be mutually agreed upon.

2- If the invention 1s not related to the employee's current or past 4
years work with the employer, then the employer will have no right to the
invention.

My previous company (Ithaco Space Systems)was
bought by Goodrich Aerospace. Their IP agreement
was so tight they would own a children's story I
wrote at home. After asking two lawyers I sent

a request to Goodrich to clarify one paragraph

of the agreement. The severance package contained
wording that could demand my time (at no
compensation and for an indeterminate period of
time if any severance was to be paid. I was told

it was a take 1t or leave it offer. 1 strongly

believe that engineers (Exempt from the guaranteed
fair play that non-Exempt people enjoy) are the
new class of indentured servants. We either need

a real UNION, or changes in the law that let us
keep what 1s truly ours.

I agree with the IEEE position paper
"Invention Rights for Employees". I have had
several ideas in the past years which I had to
let go and not develop. The company was
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uninterested because they were not part of the
"core" business. If I had done the work at home,
I would not have been able to get any of the
benefits.

The present situation stifles invention, as employees receive no

reward, and it is also bad for the employer. It seems that the attorneys
for corporations erroneously think they are acting in the employers
interest, but as a result often neither the employer nor the employee gets
anything,

I have just been self employed for 3 1/2 years, and submutted patent
applications on five inventions. Now, I am working for a company, and will
try to commercialize those inventions, but not invent anything else. This

1s crazy!

I previously worked for Rockwell on radar scattering computations. On
my own I discovered a better trailer hitch design, which prevented swaying
of the car/trailer combination. I later found that my idea had already been
patented. Then I asked the on site patent attorney at Rockwell about, what
if this had not been patented before. He said Rockwell would own 1t. It was
unrelated to any work that had ever been done at the Rockwell Science
Center, I did it on my won, etc. He said that he believed that somewhere
there was a division of Rockwell that made automotive products, even though
he wasn't sure offhand what state it would be in. Therefore, this was
related to the business of my employer, so Rockwell would own it. I learned
to turn off my thoughts on inventions until I was self employed years
later.

Other agreements have ridiculous provisions. Boeing's says that they
own any invention made within six months after leaving Boeing. That would
directly contradict an agreement anyone would sign at a new job.

I am working now somewhere where they put in the agreement that you
have to list all previous inventions. If you forget, the agreement says
they own 1t.

have to list all previous inventions. If you forget, the agreement says
they own 1t.




This is a monopoly gone awry, and legislators have encouraged it.

This country would greatly benefit if the law were changed. Certainly,
inventions not related to employment should remain with the mventor.

For example, I am writing a self help book, totally unrelated to my
work on radar scattering. But, an agreement such as Boeing's gives them the
copyright on anything you write, regardless of field. From that viewpoint,
it is good that I am not working at Boeing!

There needs to be some level of employee incentives besides a §1 and a
handshake.

Before being employed by Motorola I was required to sign a waiver of
intellectual properties for anything I was it develop. this was to remain
in effect for 5 years after I left the company.

Previously, I worked in an aerospace/defense company and became personally
involved in this issue. 1 believe that both inventors and employers must

be protected in a manner similar to the DOD approach. My recommendation 1s
that for an employer to have any rights to an invention after disclosure by

the inventor, that employer must be actively involved in productization of

the invention. If not, all rights must be assigned to the inventor. The

inventor also has productization responsibilities. If these are not

fulfilled, the invention is abandoned.

My major concern with pre-assignment agreements is their scope. It seems
that every NDA/pre-assignment agreement I am confronted with contains
language that states that the company owns anything I develop whether it's
during business hours or not, or using company property or not. 1 consider
this unbelievable arrogance on the part of the company (or at least the
company's lawyers) to think that they are entitled to things that I do on

my own time, with my own property. The company pays me a salary for a job

during business hours or not, or using company property or not. 1 consider
this unbelievable arrogance on the part of the company (or at least the
company's lawyers) to think that they are entitled to things that I do on
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that I do, and that doesn't extend to my free time.

Every time I see one of these, I strike out the offending portion of the
agreement and rewrite the language to exclude things done on my own time
with my own property. It seems like only California has language in their
labor laws that restricts this type of thing from pre-assignment

agreements.

If the employee's invention resulted from technical/commercial activities
under the employer, and assuming the employee could not have made the
invention not knowing the employer's 'product’ - then the invention should

be the employer's asset. The employee should be recognized and rewarded for
such an invention. Any other invention, unusable by the employer and
foreign to employer's line of product(s) remains employees property, for

him to do as he wishes.

My company has used pre-assignment to suppress salary competition by making
it very difficult to change jobs within our industry. There are agreements
between companies in our industry which require company A to notify company
B if A makes an offer to B's employees. B has the right to veto the deal -
putting the employee in jeopardy.

The pre-assignment agreement prevents us from changing jobs for a period of
1 or 2 years. One poorly-worded version of the agreement even required us
to document every idea we had (without defining meaning of "idea"). Use of
this version stopped, but some are still in effect. The agreements are
supposed to protect IP, which is a reasonable purpose, but they have been
extended to prevent salary competition and control the workforce. This
alternate use is unfortunate.

1 prefer to stay anonymous, but the industry 1s o1l well service. Companies
include Haliburton, Schlumberger, and Baker Hughes. Others are involved,
but to a lesser extent - mainly due to bullying tactics from the big cos.

I read the article in the August Institute about pre-assignment agreements
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I read the article in the August Institute about pre-assignment agreements
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with interest, as I signed one myself in May for a patent application.

Companies hire engineers and scientist for the

express purpose of creating inventions. Those

companies would be pretty foolish not to insist
on exclusive rights to the inventions they have

paid for.

However, companies should only get rights, through
pre-assignment agreements, to those inventions
which can be shown to be reasonably related to the
job function for which the engineer/scientist was
paid.

My employer required assignment of every waking thought I had.
The employer has the right to sit on any ideas indefinitely,

and has been known to do so. This effectively prevents
employees from obtaining timely permission (which is supposed
to be possible) to pursue any concepts that are

outside the employer's business activities.

Perhaps as a separate topic, my employer has a monetary award policy

for intellectual property. If the employee does not aggressively

pursue obtaining the monetary award, it will not be provided. This

includes the patent assignment agreement required for filing with the
USPTO. The "one dollar and other considerations" just does not materialize
more often than not. I am currently awaiting payment of over $3000 after

a two year lapse in an extensive email effort to obtain payment.

My company has used pre-assignment to suppress salary competition by making
it very difficult to change jobs within our industry. There are agreements
between companies in our industry which require company A to notify company
B if A makes an offer to B's employees. B has the right to veto the deal -
putting the employee in jeopardy.

.........................................................
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The pre-assignment agreement prevents us from changing jobs for a period of
1 or 2 years. One poorly-worded version of the agreement even required us
to document every idea we had (without defining meaning of "idea"). Use of
this version stopped, but some are still in effect. The agreements are
supposed to protect IP, which is a reasonable purpose, but they have been
extended to prevent salary competition and control the workforce. This
alternate use 1s unfortunate.

I prefer to stay anonymous, but the industry is oil well service. Companies
include Haliburton, Schlumberger, and Baker Hughes. Others are involved,
but to a lesser extent - mainly due to bullying tactics from the big cos.

If the employee's invention resulted from technical/commercial activities
under the employer, and assuming the employee could not have made the
invention not knowing the employer's 'product' - then the invention should

be the employer's asset. The employee should be recognized and rewarded for
such an invention. Any other invention, unusable by the employer and
foreign to employer's line of product(s) remains employees property, for

him to do as he wishes.

I very much appreciate Dr. Robert J. Kuntz' article on the pre-assignment
agreements for the following reasons:

(1) First, I do not have much knowledge about how intellectual property
works in USA. When I was employed, I signed that pre-assignment agreement
after asking some more experienced employees.

(2) I myself consider it highly necessary to protect employee's IP right.
For now, their are 2 items in my mind:

(a) When a person 1s hired as an employee, it is his’/her working DUTY 1s
hired, but NOT his/her whole physical or intellectual capability. For
example, when a person with 10 year's education( from BS to Ph.D.) is hired,
I don't think the employer owns all of his/her knowledge and skaills that
he/she acquired from all the previous education. For a physically strong
person, if hired for a physical labor, the employer only owns this person's
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I don't think the employer owns all of his/her knowledge and skills that
he/she acquired from all the previous education. For a physically strong
person, if hired for a physical labor, the employer only owns this person's




service(duty) during time period, but not the physical ability itself.
Instead, the physical strength comes from his previous nurturing and caring
he has received during physical growth and training,

(b) When a person is hired as an employee, it is his/her working DUTY is
hired, but NOT his/her whole time --- 24 hours/day. Employer owns the
working duty of the employees, but not the employee's life; on the other
hand, the employee is hired/paid because of the job duty, not of being
owned by the employee.

(3) In result, if the employee has invented something outside the
employment, using his/her own time, own expense, and not taking advantage
the of current or previous employer, then the IP should be protected as
his/her own.

(4) Here comes the concept of EMPLOYMENT. What does it mean by
"employment"? What is an employee? what is an employer? All these concepts
are very vague to me if think about carefully.

I am an IEEE Member and I perform applied research in computer science for
a Defense contractor. Additionally, I "moonlight" as a software

consultant. As is commonplace, I was required to sign a pre-assignment
agreement. It is unreasonably vague as it covers not just inventions made
with Company time or resources, but also anything in the Company's lines of
business.

I have found that organizations do not innovate, people do. Yet I have
found that corporations often neglect inventions, even while preventing
their utilization by the inventor. Unfortunately, I do not believe there
1s much of a choice other than self-employment.

I encourage you to advocate for legislation that distinguishes between
"service inventions" and "free inventions", and prohibits employers from
requiring pre-assignment of free inventions, even if said invention
competes with an employer's product(s).

cofnpetgs ‘with anvemployer's product(s).




The current Pre-Assignment Employment Agreements deprives the mncentives
from the employed nventors. In short terms, it protects the existing
compantes. But in long run, it limits the invention and will finally harm

the whole industry.

The National Association of Television Arts and Science awards Emmys each
year for engineering achievements.

I applied for the Monitor Alignment Color Bars that I invented in 1975
during my employment at CBS Technology Center.

The NATAS Awards Committee gave an award for the bars but the CBS
representative insisted that it belonged to CBS and not to me.

CBS had put the invention into the public domain for general use by the
industry. I insist that CBS (previously Viacom that bought the company).
cannot claim ownership because the invention was not treated as a trade
secret, submitted for patents, nor copyrighted,

instead it was given to the industry. I am protesting NATAS's award only to
CBS instead of to me, the true inventor.

I think preassignment agreements discourage innovation. Where I work a (a
"top five" defense company) we have over 1,000 engineers. Suprisingly, not
a single "electronics" or even related patent has been filed in over ten

years. Since, I have not been with the company for ten years, I asked my
cohorts about this situation. The general reply was "why"?

It seems our company's pre-assignment agreement has literally taken all the
reward (including recognition) out of engineering. Boy, that makes me get
excited about working here.

Since invention/discoveries pre-assignment is a mandatory condition of
employment, the engineer has no option if he/she wishes to be employed. As
a consequence, the advantages are heavily weighted toward the employer.
This situation must be balanced in some way by the law. Recognition is not
sufficient.

If the law permits this type of pre-assignment of invention etc. to the

L h1s situation must be balanced in some way by the law. Kecognition is not
sufficient.

If the law permits this type of pre-assignment of invention etc. to the




employer, some compensation along with the recognition 1s required. A
royalty, a percentage of the revenue collected on for the licensing of the
invention etc. to arms length organizations, appears like an equitable
solution. The exact percentage must be negotiated but should not fall below
10%.

The above compensation would encourage innovation within companies and
discourage the common practice of withholding invention ideas etc. for the
start of spinoff organizations.

In the August issue of the Institute, there is a brief discussion on
pre-assignment of intellectual property. One omission is that in some
states, such as Illinois, require the employer to grant rights with certain
limitations to inventions made by employees in fields of use unrelated to
the business of the employer. There are certain restrictions such as the
employers' equipment and facilities are not used. The employees rights to
such inventions are usually spelled out in the pre-assignment agreement.
If not inquiry should be made.

Before signing a pre-assignment agreement, the employee should inquire as to
what benefits might be expected when the employee presents an invention
disclosure, when the disclosure 1s patented and if the patent is used by

the employer or is licensed to others. These are usually spelled out in
company policies, but don't be afraid to get a copy of these before signing

If the employer is a government contractor, such as non-profit, according
to Code of Federal Regulation CFR 37 paragraphs 401.9 and 401.10allows
employee to retain rights to certain inventions. There is more to this

area and I suggest that the IEEE provide a complete summary of the Bahy
Dole act and its impact on both the prospective employee but also for
engineering management, especially if subcontracts are involved with small
businesses or non-profits.

To avoid potential ethical traps, the employee should retain all copies of
invention disclosures and patents, so that he can append non-confidential
excerpts from these to any pre-assignment. If the applicant has pending

disclosures or patents, he may be required to help his former employer to
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respond to any action by the patent office action. This 1s a rare event,
but should be discussed.

My employer required assignment of every waking thought I had.
The employer has the right to sit on any ideas indefinitely,

and has been known to do so. This effectively prevents
employees from obtaining timely permission (which is supposed
to be possible) to pursue any concepts that are

outside the employer's business activities.

Perhaps as a separate topic, my employer has a monetary award policy

for intellectual property. If the employee does not aggressively

pursue obtaining the monetary award, it will not be provided. This

includes the patent assignment agreement required for filing with the
USPTO. The "one dollar and other considerations” just does not materialize
more often than not. I am currently awaiting payment of over $3000 after

a two year lapse in an extensive email effort to obtain payment.

If the employee's invention resulted from technical/commercial activities
under the employer, and assuming the employee could not have made the
invention not knowing the employer's 'product’ - then the invention should

be the employer's asset. The employee should be recognized and rewarded for
such an invention. Any other invention, unusable by the employer and
foreign to employer's line of product(s) remains employees property, for

him to do as he wishes.

I am sending this as plain text, not html, so hopefully you will not
have any problems with it.

So, do you know, or know someone who could tell me, whether capital
gains treatment is currently available to me? If it is not, I would
certainly be interested in campaigning to change that.
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As the Twin Cities PACE Chairman, I’ve become aware of an abiding interest in
engineering employment especially with respect to engineers interested in
consulting. In polling the technical chapters, I’ve become aware of a real interest in
intellectual property because that seems to be the only thing engineers can take with
them if they are down sized or fired and thrown into the open market. Furthermore,
it is the only leverage available to an individual engineer and a corporation that
wants everything. The IEEE needs to make clear to these engineers what rights they
have on a federal level as opposed to a local, corporate, and state level.

1 am a computer programmer and am interested in exploring the technicalities
between individual IP and employee’s pre-assignment agreements.

Interested in IP issues. Feel that it is not fair that companies can sit on ideas for
years with no intention of filing a patent and yet the inventor can not use this or
more on it if the company is not.

About those inventor employee rights — now might be a good time to press this with
inventor employees fired while the inventions they created are sold as valuable
remnants on the bankruptcy table due to the failures of others. No doubt we cold
find some excellent stories if the membership were asked.

One reason I’ve hesitated to get a “a job” during the past decade, even during
periods when my business was not going well, is that I would have to sign over my
numerous copyrights and who knows what else. To me a company who demands IP
not developed on company time or with company resources or knowledge is simply
leeching off the hard work of their employees.

I was made to sign my first Pre-Assignment employment agreement more than 25
years ago. After signing I made a promise not to develop anything that will benefit
my employer.

I was made to sign about a month ago in the middle of my employment. 1 still feel
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the same way. “Why should I spend time and effort to develop something that can
be taken away by the resourceful employer” I am afraid I may be sued by them if
do not go their way. I know employees have been sued by GM and some other
companies. Currently I am so much frustrated that if I find some suitable
employment out of engineering I will take it. I will keep trying anyway.

I have many ideas for automating processes that can save a lot of time and money
and the companies can compete with cheap overseas markets.

Dr. Robert Kuntz was right in his article that just came out in the Institute.

Re: Pre-Assignment Agreements - a possible solution

I was deeply impressed with a citation I have read at the Thomas Jefferson
Memorial in Washington D.C. : "Let's give the power of government to the
people. And, if someone will object because they are not educated enough to
govemn - then let's educate them" .

[ Off the record: If the IEEE desires to make any use of my letter, my
condition is that you verify the above citation and correct it to quote the
precise citation, so as not to embarrass me - or was it Lincoln's Memorial?

]

If you apply this indisputable principle to the present debate, it all
becomes crystal-clear:

Possible reasonable solutions are available, for example Congressman John
E. Moss's as mentioned in your article. And why no such solution has been
pursued? Because there was no public pressure - politicians are very
sensitive to public opinion, they saw the public 1s indifferent to the

issue, so they said "Why bother..." .

In the course of my work as a patent agent, I try to educate people on the
importance of patents and of their innovative ideas as their personal

asset.

I found that usually people underestimate their ideas, are not familiar

with the patent system and are easily intimidated by the impressive, large
firm into signing their "standard form" , "just like everybody" .
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A criminal is entitled to a police warning before interrogation; a smoker
is

entitled to a warning from the cigarette manufacturer; why an engineer
should not be entitled to a warning from a prospective employer, such as:

"You are required to sign this form, to renounce your constitutional rights
to all your innovations while on our service and ... months thereafter.
Whereas other employers may only demand rights to your service inventions
or in the line of their products (Agreement A), we demand rights to all
your

innovations, even those in your own time, and unrelated to your work with
us (Agreement B).

If you don't agree, these options are open to you: You may demand to sign
only the Agreement A and to receive less pay; you may require not to work
in

R&D and not to sign any such form; you may file a petition on Form X;... "

IEEE is in an excellent position to educate engineers on the worth of their
innovations and on practical ways to benefit from their ideas.

When the people become educated in this respect and start demanding their
rights in their inventions, I believe the politicians will quickly respond,
and a fair and reasonable solution will be found.

I would like to encourage the IEE-USA to vigorously pursue the protection
of the invention rights of employees, as outlined in the position

statements below. I had a former employer who demanded that all employees
sign over the rights to all "developments" made during their employment,
even if their were made on the employee's own time, without use of the
corporations resources or proprietary information, and were unrelated to

the employees work assignments. Development was defined so broadly as to
include software, publications, even music that the employee might compose.
This is not only blatantly unfair, but it stifles creativity and

innovation. I would encourage the IEE-USA not only to lobby for

legislation to prohibit such practices, but establish a hot-line where such
"agreements" could be reported anonymously to USA-IEE and evaluated. The
[EE-USA should then contact companies that violate these principles and
inform them of that fact. Those that refuse to comply with fair standards
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should not be allowed to use and IEEE assets, such as advertisements in our

publications, and the most egregious cases should be publicized.
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REVITALIZING THE AEROSPACE/DEFENSE INDUSTRY

INTRODUCTION

A major challenge your Administration faces is revitalizing the acrospace/defense industry in
order to effectively address national security, advance the state-of-the-art in aeronautics and
astronautics, and ensure leadership in the global economy. America has not had a strategic
policy for space and defense since the end of the Cold War. This void adversely affects
private and public capital investment in research and development as well as the preparation,
utilization and retention of the critical intellectual capital required to ensure core
competencies in industry, government, and military services.

This Brief presents some specific federal policy recommendations that resulted from CEF
studies and investigations. Included are the conclusions drawn from the November 29-30,
2000, MISSION AEROSPACE National Working Conference on Revitalizing the
Aerospace/Defense Industry.

BACKGROUND
AEROSPACE/DEFENSE — An Economic Stealth Industry

The acrospace/defense industry has evolved over the past four decades as a direct result of the
Cold War. The national defense policy was predicated upon advancing the state-of-the-art in
science and technology with one fundamental assumption — leadership in space technologies
and national defense was sacrosanct. Second best was not a rational strategy.

Future historians will debate whether the nation’s investment in advanced technology for more
than 40 years precipitated the break-up of the Soviet Union and the end of the Cold War.
However, there will be a consensus that this focused effort resulted in a quantum leap of
innovations greater than any technological development in all prior recorded history —
innovations that now permeate and affect the global economy. A snapshot of these
technologies would include: digital computers, transistors, integrated circuits, fiber optics,
lasers, composite materials, advanced manufacturing techniques, computational science and
engineering, instrumentation, ultrasound for non-intrusive medical examinations, remote
sensing, navigation, geo-positioning systems, mathematical modeling, worldwide and personal
communications, jet travel, and exploration of the universe.
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THE PEACE DIVIDEND

With the breakup of the Soviet Union and the end of the Cold War came the so called “peace
dividend.” Congress immediately reexamined space and defense outlays to reduce a U.S.
budget deficit that was increasing by nearly a third of a trillion dollars each year. Base
closures ensued and drastic cuts were made to budgets for research and development (R&D)
and the procurement of new weapon and defense systems. The Department of Defense
suggested the consolidation of the aerospace/defense industry to deal with the reality of these
reductions. The industry did consolidate, and the effects of mergers, acquisitions, downsizing,
and corporate restructuring continues today.

Some strategists assumed that the acrospace/defense industry would maintain viability under a
new paradigm characterized by the conversion, diversification, dual use, and
commercialization driven by “normal free market forces.” Changes have occurred in the
industry under the pragmatics of the new paradigm and the influence of federal contract
procedures, accounting practices, and procurement policy. Serious concerns now exist as to
the ability of the industry to satisfy national security and defense requirements.

RECOMMENDATIONS
CAPITAL FLOW - Change the Investmment Community Paradigm

The corporate world has options and execution paths that allow it to respond quickly to any
paradigm by which the investment community forms ‘“shareholder value” decisions.
Characteristically, these include: growth, return-on-investment, return-on-assets, market
stability, market share (internationally), and managed risk. Investment managers tend to have
a very short-range focus on net profit and projected growth, whereas the focus of the
acrospace/defense industry is more long range and subject to decisions made by Congress and
the Department of Defense.

The acrospace/defense industry is valued by investment portfolio managers using the same
performance metrics employed to assess other industry and marketing sectors. In an
investment environment that values high return-on-assets, the acrospace/defense industry falls
short. Asset investment is high, but margins are low. Strategic investment in the industry
requires a strategically-minded and motivated customer.

Normal free market forces influence the commercial and general aviation markets, whereas
the defense industry (and a portion of the space market) deal with a single customer — the
federal government (“monopsony”). Procurements are determined through authorizations and
appropriations by Congress. Strategic defense and space policies, short-term political
decisions, and a high degree of uncertainty created by shifting “customer” requirements
greatly affect the flow of private capital into the industry. The MISSION AEROSPACE
objective is to create an aerospace/defense industry paradigm shift through new federal policy
to attract individual and institutional investors and to ensure the viability of future industry.
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This shift would be enabled by:

L. The Congress and Administration developing a strategic acrospace/defense policy based upon
the fundamental assumption that America shall lead in matters of national security,
world peace, and the advancement of technology in the global marketplace.

2. Congress and the Administration establishing tax, regulatory, and investment policy to create a
positive, long-term market for the acrospace/defense industry, and thereby foster the
perception among investors that the industry is positioned for growth in sharcholder
value, positive returns on assets, and investment security. Specific actions affecting
acquisition strategy would be:

e Avoid super-large-scale “winner-takes-all” procurements

e Increase multi-year funding for programs which would increase purchasing
efficiencies

e Provide more contracts which are smaller, simpler, shorter-term

o Reward companies which have delivered technological excellence

3. The Departments of State, Commerce and Defense updating and expediting export
control criteria and approval processes to ensure that the U.S. aerospace/defense
industry competes in the global marketplace and expands a positive impact on the
balance of trade.

INTELLECTUAL CAPITAL — Focus on the Human Asset

The aerospace/defense industry’s greatest asset is its intellectual capital — the knowledge and
skills of individuals. Thus, the most critical challenge faced by industry is education, training,
acquisition, maintenance, and the retention of core competencies in a market environment that
treats intellectual capital as a disposable commodity. This requires comprehensive career
education for K-12 students, an industry-wide standardized means for defining curricular
relevancy in post-secondary institutions, market competitiveness (remuneration) to acquire
personnel, creative and exciting working environments, professional recognition, and stable
employment. These are primary considerations in maintaining knowledge management for all
pertinent sectors — military, government, academia, and private/corporate.

College placement offices and students once considered the acrospace/defense industry as the
best opportunity for careers in engineering and science. The pay was highly competitive and
usually set the scale for many technical disciplines in other market sectors. State-of-the-art
technical projects, space exploration, and a commitment to national purpose were some of the
incentives and opportunities for professional growth.

The industry also enjoyed a high degree of public respect, which promoted a dedicated,
positive esprit de corps among its professional and technical staff. Now, to atiract intellectual
capital, the industry finds itself struggling to compete with new growth sectors such as
services, software, and hardware. The reliance on a single federal customer — which is driven
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by fickle political considerations and the lack of an obvious strategic national security threat —
has led to a widespread perception that the industry is incapable of providing a stable, secure,
and intellectually stimulating career. This, together with the investment community’s short-
term focus and thirst for economy, leads prospective acrospace/defense employees to conclude
that they are merely a consumable and disposable commodity rather than a priceless asset.

It is recommended that:

1. The DoD and NASA continually assess and maintain critical technical intellectual capital core
competencies in spite of an aerospace/defense-downsizing environment.

2. Congress authorize and appropriate specific grants to facilitate industrially developed,
comprehensive, career education materials for use in K-12 and post-secondary
educational institutions. This will allow students to make informed decisions
concerning scientific and technical careers, and increase the technology literacy of
students entering college.

3. Congress establish, and the Administration implement, a uniform federal policy for the
ownership, use, and disposition of intellectual property developed under federal
contracts.

4, Congress fund the implementation of an industry-wide, standardized system to monitor the

intellectual capital required for national aecrospace/defense. As a matter of policy,
intellectual capital needs would be included in authorization and appropriation of
funds for federally sponsored programs.

5. NASA and the Department of Defense identify and maintain intellectual capital core
competency teams of resource specialists to retain critical skills.

RESEARCH AND DEVELOPMENT — Re-Sharpen the Cutting Edge

The end of the “Cold War” brought with it significant reductions in both federal R&D
investments and new defense/weapon system acquisitions, resulting in a declining market for
the industry. Industry investment in R&D, lacking “customer” interest, negatively affects
near-term “sharcholder value.” Thus, private sector investment in R&D is not a viable
alternative to federal investment.

In the absence of a visible world conflict and potential adversary, the general public’s interest
in space and defense wanes. Representative government has become more sensitive to social
concerns than to national security risk aversion; thus government investment follows the
“polls.” Investment in R&D is driven by policy, and the void of strategic policy creates a
highly uncertain market. Not only is R&D absolutely vital to advancing the state-of-the-art in
defense, weapon systems, and space technology, it creates an exciting environment necessary
to nurture and retain intellectual capital — the type of talent that used to permeate the industry
during the Cold War — as well as technological infrastructure in both the government and
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private sectors. Severe limitation of R&D investment will inevitably be disadvantageous to
future U.S. competitive postures both commercially and in national defense.




It is recommended that:

1.

Congress and the Administration establish a long-range defense and space policy upon which
R&D programs can be built and carried through prototype completion. These
programs should include advanced manufacturing techniques and studies of support
concepts.

The Department of Defense increase and stabilize the budgets for R&D, and Congress provide
the authorization and appropriation of funds, to implement the recently-released DoD

5000 series of acquisition guidance documents. These provide for a shorter
development and acquisition cycle for DoD systems, including the provision to bring

R&D and advanced technology concept demonstration systems into an engineering
development and production cycle much sooner than in the past (assuming the
technology appears viable and is needed). This scenario places much higher emphasis

on R&D programs, but is only possible if the level and content of DoD-funded R&D is
maintained at a reasonably stable and productive level.

Congress establish policy and provide funds for the Administration to implement a
standardized taxonomy for technologies developed in all federal agencies and
laboratories in order to facilitate federal technology transfer and knowledge
management. This policy should take advantage of the work done in automating the

U.S. Patent and Trademark Office.

The DOD sponsors inter-industry technology development to maximize public benefit from
government-sponsored R&D investment.

A Congressional investigation be made of the existing Small Business Innovation Research
(SBIR) program to determine its effectiveness for including very small firms and
individual entrepreneurs in the conduct of R&D for aerospace/defense needs. A policy
should be constructed, where needed, to mobilize this resource.




CONCLUSIONS

When it comes to national defense and security, the general public places little or no monetary
value on risk-aversion. Failure to acknowledge and address the rcalitics of the new
aerospace/defense industry has placed the U.S. and its primary aerospace/defense suppliers in
a precarious position with regard to technology, infrastructure, and intellectual capital. The
result of this failure will manifest itself in the diminished quality and superiority of America’s
fighting forces and weapon systems. Performance expectations are dictated by cost, and
increased emphasis is placed on the use of existing hardware wherever possible, with schedule
urgencies as barriers to any long-term development.

Government officials, Congress, and the industry will be motivated to form a strategy once
these hazards are publicly recognized. Success will depend upon the joint development of a
strategic consensus plan focused on national need and supported with resources. Our national
purpose demands that the leadership in defense security and world commercial markets is
heard, and, to this end, this document is respectfully submitted.




MISSION AEROSPACE

MISSION AEROSPACE was created as a vehicle to revitalize the aerospace/defense industry
by applying systems analysis and engineering to develop specific recommendations for change
in industry, government, and academia. Of more than 30 challenges facing the
aerospace/defense community, six were identified as fundamental priority challenges:
intellectual capital; R&D and technological infrastructure; the investment community
paradigm; national defense/space policy; international trade; and public perception and
appreciation,

The MISSION AEROSPACE Task Force conducted research in all six challenge areas. The
first three areas were agenda items in the National Working Conference held November 29-
30, 2000, which focused on federal policy. This was but one component of a strategic plan for
revitalizing the industry. The other three priority challenges will be included in the Phase II
program, along with policy effected in the industry, states, and academia.

California Engineering Foundation (CEF)

Founded in 1974, located in California, and classified as an IRS 501 (c¢) 3 non-profit
corporation, CEF addresses strategic socioeconomic challenges facing America affecting
engineering, architecture, science, and technology. The focus includes policy, education,

research, technology, and technology transfer in the private, public, and academic sectors.
CEF is a sponsor of and the coordinating agent for MISSTON AEROSPACE.

The MISSION AEROSPACE Task Force
¢/o CEF
2700 Zinfandel Drive
Rancho Cordova, CA 95670-4827
Phone: 916-853-1914
cef@innercite.com
www.innercite.com/~cef/




CEF LOGO

The logo graphically represents the mission of CEF. The blank circle depicts fire; the circle
with the horizontal line depicts water; the circle with the cross depicts land; and the circle
with the dot represents air.

These historical symbols were used by early peoples to describe the four elements perceived to
control life on earth. Although modern humankind is now aware that their lives and environs
are much more complex and interrelated, the ancient challenge remains the same: how to exist
within the framework of the elements; how to live, prosper, and have perpetuity on planet
carth in light of the growing knowledge of technology and the burgeoning demands now made
on limited resources and the environment.

The quest of science has always been to unlock the secrets of the natural world and to
understand the principles which govern the physical environment. The future mission of
engineering and technology will be the application of these principles in such a way that
interaction of the earth’s people with their environment is benign.

CEF EDITORIAL POLICY

The material presented in this Briefing Paper represents the product of research conducted by
the California Engincering Foundation (CEF), the MISSION AEROPSACE Task Force, and
findings and recommendations from the MISSION AEROSPACE Working Conference on
Revitalizing the Aerospace Industry, convened November 29 — 30, 2000. These findings and
recommendations do not necessarily represent the endorsement of CEF, MISSION
AEROSPACE Task Force, cosponsors, individuals, and their organizations.

Copyright © California Engineering Foundation (CEF) 2001. All rights reserved. Revised
NG Ed: 01/15/01
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PARTICIPANT LIST
MISSION AEROSPACE WORKING CONFERENCE
November 29 - 30, 2000
CEF

Buzz Aldrin, Astronaut; Chairman, Starcraft Boosters, Inc.

William Breen, CEF Board Chairman

Roger Crane, Edwards Air Force Base 412 TW/CA, CA

Sharon Denny, Director, Business Development Analysis, Raytheon

John Gaines, Manager, Special Business Initiatives, LMCO, El Segundo, CA

Robert Goetz, Vice President, Engineering LMCO Skunk Works (retired) Palmdale, CA
Kenneth Harwell, Basic Research , DDR&E, Pentagon, Washington, DC

Raymond Haynes, Director/Chief Engineers Office, TRW Redondo Beach, CA;
Professor, Engineering-Management, Cal Poly University, San Luis Obispo

Chris Hernandez, Vice President and Program Manager, MP-RTIP, Northrop Grumman,
El Segundo, CA

Ernest Hutchinson, Board of Directors/Treasurer, Western Commercial Space Center
Patricia Jones, B-2 Engineering, System and Structures, IPT Leader, Northrop Grumman
Karl D. Kuhlke, Chief, Engineering Operations and Support, Wright Patterson AFB
Robert Kuntz, President/CEQ PERC; President, CEF, Rancho Cordova, Sacramento. , CA
Robert Large, Sr. Strategic Planner, TYBRIN, FTC, Edwards Air Force Base, CA

Russ Lefevre, IEEE Aerospace and Electronic Systems Society

Jim MacLachian, Vice President, Deloitte Consulting, San Francisco, CA

Siva Mangalam, CEO, Tau Systems, Inc. Williamsburg, VA

Egils Milbergs, Executive Vice President, National Coalition for Advanced Manufacturing
Paul Pencikowski, Advanced Projects Manager, Northrop Grumman

Robert Rassa, Raytheon, El Segundo, CA

Thaddeus Sandford, Vice President, Space and Communications, Boeing, Seal Beach, CA
Wayne Sebera, Consultant, Electronic Systems, Woodland Hills, CA

Erik Simonsen, Communications, Boeing, Seal Beach, CA

Wanda Thompson, Project Manager, Boeing, Seal Beach, CA

Stanley Weiss, Professor Aero/Astro, U.C. Davis; LAI MIT, Los Altos, CA
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Fw: Your help is needed on Bill 33-02

Subject: Fw: Your help is needed on Bill 33-02
Date: Sun, 17 Nov 2002 05:08:17 +0000
From: theelms@att.net
To: WilliamRDodge@aol.com (Bill Dodge), CaumontLuisi@aol.com (Claire Luisi),
Carolmast@aol.com (Carol Beach), PIPeebles@aol.com (Paul Peebles),
fezra@ezraco.com (Fred Ezra), w.english2@verizon.net (Bill English),
leonard.schaitman@usdoj.gov (Leonard Schaitman), nleopold@hers.com (Nancy Leopold),
latkerc@bellatlantic.net (Norm Latker), pmh@hpm.com (Paul Hyman),
ahc@ari.net (Anne Harrison-Clark), Metrolots@aol.com (John Freeman),
espaul@erols.com (Stan Paul), citypol@msn.com (Mike Brown),
Yaffes4@aol.com (Tracy Yaffe), esanne@comcast.net (Eric Sanne),
rtripp@erols.com (Ron Tripp), memiles@xpi.net (Enid Miles),
mr228@umail.umd.edu (M. Rivkin)

—————————————————————— Forwarded Message: -—-—-——==—=——————=—-——

From: "sarah gilligan"” <sarahgil@sysnet.net> .

To: "Norman G. Knopf" <knopf@knopf-brown.com>, <m.wilkerson@wap.org>, <Hotyakke
Cox <tains@erols.com>, <theelms@att.net>, "Cary Lamari" <carylamari@yahoo.com>,
Subject: Fw: Your help is needed on Bill 33-02

Date: Sat, 16 Nov 2002 20:52:54 -0500

Please read the message below

————— Original Message -—---

From: sarah gilligan

To: Ralph Schofer ; Richard N. Krents ; s constantine ; almyers@starpower.net ;
Harriet Finkelstein ; Sarah Gilligan ; Bridget Stump ; Laura Eisen ; roger
morier ; a & k watkins ; the kuzioras ; barbara krueger ; r.a. meck ; mike bopf
& karen chamberlain ; william bolger & karen liese ; the mckluskys ; Makio ;
bartman ; hugh ; deandreis ; alice ; Ron & Nancy ; ed stern ; Frieda Shama ; sw
zander ; Devries ; charles mcgee ; diana temple ; the nolls ; paula wheland ;
the brennans ; the leshans ; the pierces ; akalovsky ; paul hamosh ; helen lever
; rita kopin ; kelly joyce ; Lnagy@worldbank.org ; Janet Maalouf ; Foldi, Paul S
; Barbara Hilberg ; Melanie Killen ; Alfredo D. Echeverria, AIA ;
tyckofhelix.nih.gov ; paul slagle

Sent: Saturday, November 16, 2002 8:44 PM

Subject: Your help is needed on Bill 33-02

The Commitee on Planning, Housing, and Economic Development will meet on Tuesday, N
presence at this meeting will demonstrate our community's concern about this
bill and its potential ramifications.

Also, please write letters to the members of the County Council about Bill
33-02. The Montgomery County Civic Federation has recommended that a task force
be appointed to study the issues surrounding Bill 33-02. A task force is a wise
choice because:

1. This type of radical change in the way zoning is implemented in the county
should have full hearing in front of and full input from all members of the
Planning Board.

2. Why is this Bill being put forth in such a rush? It appears that it is
being done to accomodate one developer who is in need of approval for one
project. This is no basis upon which to make county-wide policy.

3. The minimum unit numbers suggested by the staff report don't seem to be
based in any data about future development trends in the county.

4. Bill 33-02 comes with the expectation that communities need to accept
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changes in the way their neighoborhoods are zoned, and yet the developers don't
have to make any changes in the way they do business.

5. If we really want more affordable housing, then we must raise the $21,000
buyout fee.

6. If we want more affordable housing, then we need to put together a
legislative package that fully addresses the need for specific site plan rules
on small projects.

7. There has been no comment from urban design experts on the ramifications of
the bill.

Please make sure all the members of the County Council hear your opinion on Bill
33-02 Contact information for each of them is listed below. Please attend the
PHED meeting on Tuesday, November 19, at 9:00 am.

COUNTY COUNCIL phone =240-777-7900.

Howard Denis - 240-777-7964 Donell Peterman -
240~-777-7967
Blair Ewing - 240-777~-17966 Nancy Dacek - 24
Marilyn Praisner - 240~-777-7968 Phil Andrews -
240-777-7906
Steve Silverman - 240-777-7960 Isiah Leggett -
240-777-7965
Michael Subin - 240-777-7828
Letters to the Council - Montgomery County Council

Legislative Information Services

100 Maryland Avenue

Rockville, MD 20850
FAX - 240-777~-7989 E MAIL

~county.council@co.mo.md.us

Please ask other residents of Montgomery County to write to the council members
about this.

They need to make their voice heard by the Council.

Please read the message below

— Original Message —

From: sarah gilligan

To: Ralph Schofer ; Richard N. Krents ; s constantine ; aimyers@starpower.net ; Harriet Finkelstein ; Sarah Gilligan
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Lnagy@worldbank.org ; Janet Maalouf ; Foldi, Paul S ; Barbara Hilberg ; Melanie Killen ; Alfredo D. Echeverria, AlA
; tycko@helix.nih.gov ; paul slagle

Sent: Saturday, November 16, 2002 8:44 PM

Subject: Your help is needed on Bill 33-02

The Commitee on Planning, Housing, and Economic Development will meet on Tuesday, November 19 at
9:00 am to discuss Bill 33-02. Please attend. Your presence at this meeting will demonstrate our
community's concern about this bill and its potential ramifications.

Also, please write letters to the members of the County Council about Bill 33-02. The Montgomery County
Civic Federation has recommended that a task force be appointed to study the issues surrounding Bill
33-02. Atask force is a wise choice because:

1. This type of radical change in the way zoning is implemented in the county should have full hearing in
front of and full input from all members of the Planning Board.

2. Why is this Bill being put forth in such a rush? It appears that it is being done to accomodate one
developer who is in need of approval for one project. This is no basis upon which to make county-wide
policy.

3. The minimum unit numbers suggested by the staff report don't seem to be based in any data about
future development trends in the county.

4. Bill 33-02 comes with the expectation that communities need to accept changes in the way their
neighoborhoods are zoned, and yet the developers don't have to make any changes in the way they do
business.

5. if we really want more affordable housing, then we must raise the $21,000 buyout fee.

6. If we want more affordable housing, then we need to put together a legislative package that fully
addresses the need for specific site plan rules on small projects.

7. There has been no comment from urban design experts on the ramifications of the bill.

Please make sure all the members of the County Council hear your opinion on Bill 33-02 Contact
information for each of them is listed below. Please attend the PHED meeting on Tuesday, November 19, at
9:00 am.

COUNTY COUNCIL phone =240-777-7900.

<?xml:namespace prefix = 0 ns = "urn:schemas-microsoft-com:office:office” />

Howard Denis - 240-777-7964 Donell Peterman - 240-777-7967
Blair Ewing - 240-777-7966 Nancy Dacek - 240-777-7811
Marilyn Praisner - 240-777-7968 Phil Andrews - 240-777-7906
Steve Silverman - 240-777-7960 Isiah Leggett-  240-777-7965
Michael Subin - 240-777-7828
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Letters to the Council—  Montgomery County Council
Legislative information Services
100 Maryland Avenue

Rockville, MD 20850
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Please ask other residents of Montgomery County to write to the council members about this.

They need to make their voice heard by the Council.
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