
~GG T ilE UXln;I~SITY 01" COXKECTICUT Title 10

an cmployco who soluly couccivcd or illade the inven tion, an d slu.l!
be pai d ill share's to two or more employees who jo intly wade tile
inventi on in such respecti ve p roportions as th e board may determine.
The board in its discret ion may in cr ease the am ount by which any
employee or employees may participa te in such net proceeds. (1940
It cv., S. 3281.)

Sec. 10-128. Dis agreements; procedure. Disagreements as :0
the alloca tion of an y invention to one of said categories, or as to the
obligations of an y employee or due pe rformance the reof, or as to
participation of any employee in net proceeds, or as to ri ghts or obli­
gations with refere nce to inventions in any category, shall be dis ­
posed of as f'ollows: (a) By voluntary arbitra tion of all r elevant
issues, if the disagreeing parties approve and agree to be bound by
the decision upon such arbitration; (b) by compulsory arbitra t ion
if that is provided for in any applicable contrac t between the dis ­
agreeing partie s; (c) by recourse to courts of appropriate jurisdic­
tion within the sta te if a rb it ration cannot be resor ted to und er either
subsection (a) or (b) of this section. (1949 Rev" S. 3282.)

Sec. 10-129. Regulations for arbi t r ation. The board is author­
ized to establish and regula te, equ itably in the public interest, such
measures as the board deems necessary fo r the purposes of such
arbitration, and to make contrac ts f or compulso ry arbitration, in the
name of the universi ty or of the foundation. (1949 R ev., S. 3283.)

Sec. 10-130. Enforcement of regulat ions. The board is author­
ized to mak e and enforce regulations to govern the operations of the
university and the foundation in accordance with the p rovisions or
sections 10-124 to 10-131, in clusive, (1949 Re v., S. 3284.)

Sec. 10-131. Rights as to products of authorship. The provi­
sions of sections 10-124 to 10-131, inclusive, shall not entitle the un i­
versity or the foundation to claim any li terary, artistic, musical or
other product of authorship covered by actual or potential copyright
under the laws of the United States; but th e university and the
foundation shall each be author-ized to make and enforce any con­
tract, express or implied, which it may make with reference to any
such subject matter. (1949 Re v., S. 3285.)

---_.~-- -- ­
_ . _ .~ -~ . , .- - _.-- -- _.--_.._----:------~ ------- ..------ .- ._..- _.



AMERICAN PATENT LAW ASSOCIATION
SUITE 203 · 200 1 JEF FEItSON DAVIS HIGHWAY. ARLI NGTON, VA. 22202

Telephone (70 3) 521.1680

August 4, 1976

Mr . Philip G. Read
Director of Federal Procurement Regulations
General Services Administration
Federal Supply Service
Washington, D. C. 20406

Dear Mr. Read:

We i ndeed are appreciative of the opportunity to review the
Proposed FPR Revision. . It immediately will be referred to our
Corr~ittee on Government Patent Policy for study and review. The
committee wi l l be asked to report any recommendation which it
believes shoul d be made with r espec t to t his pr opos ed revision
to the Boar d of Managers of the As s oci a t i on . It is the Board that
takes ac t i on on and adopts a position on behalf of the Association.

Our Annual meet ing is scheduled for October 7 and S', 1976.
Thus, it would be pn Oc t obe r 8 that the Board of Managers would
consider any recommendation which may be made to it by the afore­
mentioned co~~ittee. Promptly t her eaf t er we will send you our views
on the proposal. Realizing, of cour s e , t hat these views will not
reach you by OctoberS but necessarily a few days later, we trust
that you will allow us those few additional days i n order that a
proper and thorough review of the proposal may be undertaken by
our committee.

~~/'"
. Gauer

Director

- - - - • n • • . _0- ._ . _ . -. ..



AMERIC AN P AT ENT. LA\V ASSOCl i\TIO~
SU IT E 203. 2001 J EFFERSO N DA V IS H IGIl\VAY , A RLING TO:-l. V A. 222lJ2

Tele pho ne (70.}) S21-16SlJ

President

J OHN D . U PHA M

October 21 , 1 97 6
ReIl l y fa :

800 x. Lindbergh BinI.

St. Loui, . \l i5,ou r i 6 3166

Ph i l ip G. Read , Director
Federal Procurement Re g ulat i ons
General Servi ce s Administra t ion
Federal Supply Se r v ice
Washington, D.C~ 20406

President-E lect

DoNALD W . BANNER

1st V ice-President

TOM ARNOLD

2nd V ice-President

DoNA LD R . DuNNER Re : Institutiona l Paten t Agre e ments
Secret ary

M ARGARET M. LAURENCE

Treasurer

EDWARD J. BRENNER

Delegate to ABA
H ouse of Delegates

W . BROWN M O:.TON. J R.

Councilman to NCPLA

F RANK. L. NE UHAUSER

Immediate Past President

EmvARD F. M cKIE, JR.

Dear-Mr . Read :

Th a nk y o u for s ub mitting to t h e Amer i c an Patent
Law As sociation CAPLA) by your letter o f August 3,
1976, the pr oposed a mendme nt s t o t h e Fe deral Procure ­
ment Regulat ions which would add Inst itut ional Pa tent
Agreement provisions to Chapter 1 , Title 41 , CFR , .
Subpart 1 ':"'9.1 .

The American Patent La w Assoc iat i on membersh ip ,
o ver 4,000, i s made up o f judges, law profess or s, a n d
o ve r one-half o f the patent lawyers in the United
States, e ngaged in priva te , c orpo r a t e and go vernment
p rac t i ce.

After study and r e c ommenda tion by our Go ve rnme nt
Patent Policy Committee, the Board of Man a g e rs o f
APLA h as adopted the foll owing resolutions on this
matter:

Board of Managers

The above persons and

ROBERT T. EDELL

MARCUS B. F IN NEGAN

JEFFERSON D. G ILLER

T HOMAS F . S MEGAL. J R.

H. FREDRICK HAM AN N

IR VING I. KAYTO N

D. CARL RICHARDS

HU.BERT M . WOLFSON

JOSEPH A . D EGRANDt

].\..'!ES H . LA UG H LI N, J R .

~hCHAF.L N. MELLER

T H O M.\ S E. S~{(TH

Exccuti re Direct or

CH .\ Rl. OTT E E. GA UER

I. Whereas, a proposed a me n dment t o
the Federal Procurement Re g u l a t i on s
dealin g wi t h I nstitutional Pat e n t
Agreements has be e n developed by an
Ad Hoc Subcommitt ee of t he United States
Governments Committee o n Gover nme n t
Pa t ent Policy; and

---_._-- - - - --- - - -----------_~
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Philip G. Read -'2- Oct ober 21, 19 76

Whereas, on p a ge 7, Pa r agpaph I V(a ) ,
' wi t h r e s p e ct to SUbj ec t I nv e n t i on s ,

a paid-up lice nse i s given to Stat e
and Domestic mun i c ipa l gover nment s ,
unless the Agency determines after
the invent i o n has been i d e ntifi e d
that i t would not be i n t h e pub l ic
intere s t to acquire the lic e nse fo r
State and Domest i c mun ic ipa l gove r n ­
ments;

Now Th e r e f o r e, i t is resolved by the
America n Patent Law As sociat ion t h a t

, t he lice ns e to and for State and
Domestic municipal governments should
be only on an e xception basis where
special circumstances justify the
exception; and no t a utomatic, s ubj e ct
to exc l u s ion .

II. Wher eas, Federa l Procurement Regu­
lations provide Patent Right s claus e s
for use and guidance for selection of
such cla uses i n subcontracts for
Research and Development work ; '

Now The ref ore, i t is r esolv e d by the
American Pa t ent Law Association
that subcontracts fo r Research and
Development work under I nstitutional
Patent Agreement gra nt s o r contra c t s
should not require patent title to
be assigned to t h e Univer s ity or the
Government i n all cases; r athe r the
Federal Procurement Regulations
guidance should be followed in
selection of the proper patent rights
clauses.

Our concern in b ot h resolution s is t hat th e pro ­
posed regulat i ons i n quest i on would r~move th e I n ­
c e ntiv e for c omp e t e n t organizations to accept
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Research and Deve lopment grant s o r c o n t r a c ts or
subcontracts, and t h a t a s a res ult t he government
will be hamper ed in c a rryin g out i t s p urpo s e s .
Inve ntions are unlike l y to b e , d e v e l o p e d and
actually made a vailable t o t h e publ ic wi t ho ut
reasonable incentives. Institutional Patent
Agr~ements such as utilized by the Department of
Health,Education and Welfare provide adequate
safeguards of the public interest, including rnarch­
in rights if the patent owner or li censee i s not
commercializing:

We hope our v i ews will be o f assista n c e
to you in formulating policy.

Very truly y o ur s ,

nh

__ _' __._u._~ . _



DEPARTMENT OF STATE

AGENCY FOR INTERNATIONAL DEVELOPMENT

WASHINGTON . D .C. 20523

September 17, 1976

Mr. Philip G. Read
Crysta1 Square
Building 5
Room 1107
Washington, D.C. 20406

Dear Mr. Read:

This is i n response to your letter of July 23, proposing an amendment to
FPRl-9.1, Patents, and related to Institutional Patent Agreements and
certain institutions having technology transfer programs.

~ Gen e ra l circulation was provided to procuremnt, legal and other offices
that would be involved, and the following comments were received:

1. On page 4, IIInstitutional Patent Agreement ll
, the first lIand ll

1n the second 11ne of the second "whereas" does not seem to
be the right word. Perhaps "an" was intended.

2. The perti nent contract office has expressed concern about Clause XIII;
Termi nation (page 15,), and does not agree with giving the right to
termi nate for convenience to both parties.

Subject proposal was othel~wise regarded favorably overall, and approval
was recolTillended.

7 1Y
, r ~

~v wd C_0tt:dc;?
Jo ePh~~~tkins .
Chief
Support Division
Office of Contract Management



Uni ted States Department of the Interior

O FFICE OF TIlE SECRET ARY
\VASHINGTON, D.C. 20240

~~ . Phili p G. Read
Director of Federal Procurement Regulat i ons
Federal Supply Service
~neral Services Administration
Crystal Square #5, Room 1107
i-lashi ngton , D.C. 204c6

Dear Phil:

Encl os ed herein are comments in reply to your letter request of

July 23, 1976, with r espect to a proposed amendment to Sub-

part 1-9. 1 , of the Federal Prccur ement Regulati ons . The comment s

have b een prepared by patent counsel wi t hi n our Office of the .

Solic i tor, as r equested in your l e t ter.

Enclosure

cc: SOL

Save Energy and You Serve America!



UNITED STATES
DEPARTMENT OF THE INTERIOR

OFFICE OF THE SOLICITOR
WASHINGTON. D.C. 20240

Sf? 3 1976
Memorandum

To: Assistant Director for Procurement
Office of Management Services

From: Assistant Solicitor-Procurement
Division of General Law

SUbject: Proposed fuuendment to the Federal Procurement
Regulations (FPR)--Institutional Patent Agreement

This is in response to your request for comments regarding
the above referenced proposed FPR revisions.

A major concern about the proposed provisions would be that
the Government should be assured to the greatest extent pos­
sible that inventions are promptly and effectively put into
production and marketed if the Government is to allow the
retention of ~rincipal or exclusive rights by educational
or nonprofit institutions. Because such institutions do not
typically have production and marketing facilities or estab­
lished cOIT@ercial channels, the risk that inventions developed
under the proposed institutional patent agreements woul~ not
be successfully marketed is considerably greater than in the
case of a cOwmercial contractor. To minimize this risk under
the proposed revision, we suggest the following changes and
additions:

1. Proposed section l-9.107-6(c) (1) (D) should
set a definite time limit on the exclusive
licenses, but with provisions ~or allowing
the contracting officer to extend the period
for an individual contract if he makes a
well supported determination that an exten­
sion is warranted~ The length of the allow­
able extension should likewise be limited.

2. Proposed section l-9.l07-6(c) (1) (G) should
give the Government more discretion in ex­
cepting individual contracts or grants from
the operation of the agreement. The Govern­
ment should not have to make an affirmative

(Jf--O Sill·(·~"·~\-;: 'lfll\.1 111~r-KI-;lT-~{1 1~ r'r1rlf",.,,;.I'J~r ...... r' I'J {lr~,-41-~r ferrifl 1ft I II .......
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,showing regarding the "public interest" in
order to except a contract, but should have
discretionary authority to review each con­
tract on its merits and elect whether or
not to place the contract under the agree­
ment.

3. Sections II I {b} {ii} and III (c) {iii} of the
"standard institutional patent agreement"
s et out under section 1-9.l07-6{c}(2)
should define what constitutes a "decision"
not to continue prosecution of a patent
application. Inaction for a specified
length of time without adequate explanation
should be deemed to constitute such a deci­
sion.

4. Section VI{a} of the "standard institutional
pa~ent agreement" should provide that when
the agency prescribes a period shorter than
6 mon t h s for the filing of a patent applica­
t ion, this shorter peiiod shall end no later
than 30 days prior to the running of the
statutory period. As presently worded, the
section might be construed as providing that
the shorter period could end no earlier than
30 days before the end of the statutory
period.

./

5. Section III{a} of the "standard institutional
patent agreement" should provide that in de­
'c i d i n g whether to grant an e xtension on the
institution 's time for making its election,
the Government shall consider whether the
statutory 1 year period is running. If the
period is running, no extension should be
granted which would delay the election to
within 60 days of the end of the statutory
period. '

''de also note that the "exceptional circumstances" and "special
situations" language of current FPR provisions are being used
as justifications for the use of institutional patent agreements.
We find this questionable, since such language has previously
been used only in specific cases where it was determined to be
in t he Government's interest to make an exception in order to
obtain res e a rch which otherwise would not be-done. It is not
clear that the proposed arrangement for institutional patent
agreements fits this category, since the proposal appears to
be of more benefit to the institutions than to the Government.

2



...

Giving institutions an advantage not enjoyed by private con­
cerns, which are generally in a better position to assure suc­
cessful development and marketing, cannot be justified unless it
is shown to be of special benefit to the Government in advancing
the development of the technology. At present, no such benefit
is apparent, and use of the "exceptional circumstances" and
"special situations" language appears to be unjustified.

Our patent section has re~iewed and c

...

3
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ADMI NISTRATIVE DEPARTMEl't-r

PKOCUREME~T A ND SUPPLY D IVlSlOl-l September 13 ~ 1976

Dear Hr . Read:

Your proposed amendment to the FPR's~ covering additional
provisions f or I nstitutional Patent Agreements with educational
and other nonprofit institutions,has been reviewed. No objections
are not ed .

3..ncere1y,

I IJ ~, n ./)

C - bkl(z 0J(-~

Floyd 'D. Hedrick .
\ )

cc: JoP~ J. Kominski , General Counsel
Offi ce of t he General Counsel

General Services Administration
~rr . Phil i p G. Read
Director of Federal Procurement Regulations
Federal Supply Service
Kashington , D.C. 20406



The University of Georgia / Office ot the Vice President for Research / Boyd Grtutuate Studies Research Center / Athens, Georgia S

October 5, 1976

Mr. Philip G. Read
Director of Procurement Regulations
Federal Supply Service
General Services Administration
Washington, D. C. 20406

Dear Mr. Read:

The opportunity to present our views on the proposed Federal Procure­
ment Regulations Amendment concerning patents growing out of federally­
supported university research is appreciated. We are in total agreement
with the principle of using an Institutional Patent Agreement to administer
this important activity. In fact, we strongly recommend going a step
further than your proposal in requiring all federal agencies to operate
under one Institutional Patent Agreement. Where necessary additional legis­
lation should be passed to permit this. Administrative costs for the
universities and the Government would be greatly reduced.

The Institutional Patent Agreement form you propose has many positive
features. We would, however, offer the following comments:

(1) It is a great waste of effort to have to renew IPA's periodically.
The 3D-day notice of cancellation provided is entirely sufficient, and we
see no reason whatever to limit the life to three years or any other specific
period of time. The cost of maintaining files for governmental and other
documents and correspondence is already prohibitive, and IPA's for successive
increments of time would undoubtedly add to this burden. This is especially
true since it is highly probable that successive agreements will differ,
making it necessary to administer each one separately for the life of any
pate~ts related to them. Therefore, we recommend that the agreement have no
expiration date and that it be changed only for compelling reasons.

(2) In Paragraphs II (a) and (c) these definitions should be restated
to include only those applications or uses of inventions which are developed
under Government funding in those cases where inventions have been conceived
and/or applied prior to such funding involvement.

(3) Paragraphs III(a) and V(a) require the University to report and
make an election whether it will retain right and title to an invention
within six months after its conception or first reduction to practice, which­
ever occurs first in the course of or under the contract. Paragraph VI(a)
requires the University to file a patent application within six months after
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such election. It is our opinion that in a university situation it is
unreasonable to expect that in all cases a patent application can be filed
within 12 months after the conception of the invention. Reduction to
practice can be very time-consuming because of the possible lengthy delays
in funding and because university priorities are different from those in
private industry. These provisions should be changed to allow the election
and the filing of patent applications within six months following the con­
ception or reduction to practice, whichever occurs last.

(4) In Paragraph IV(a), the Government's license to a subject
invention should be for governmental purposes only rather than to "make,
use, and sell."

(5) It is understandable that the Government should have the right to
disclose, eventually, invention disclosures under the IPA (Paragraph V(c),
Page 8). However, provision should be made to allow the filing of a U. S.
Patent Application prior to any such governmental disclosure.

(6) We recommend the changing of wording on Page 9 in Paragraph VII (b)
to specify that the Grantee shall furnish promptly a copy of each U. S. Paten
Application with data filing and serial number, and shall promptly obtain and
deliver a copy to the Agency an assignment form, etc. The information
required here can be obtained only from the Patent Office and the University'
reporting is subject to the timing of that office.

(7) Provision for the extension of the period of exclusivity in rare
cases should be made.

(8) Paragraph IX(c) should specify that royalty-free sales to the
Government shall be provided for in licenses, to be handled by licensees .
It would be completely unthinkable to try and have universities administer
royalties by licensee and by consumer and rebate to the Government those
royalties on sales to governmental agencies.

(9) The IPA shOUld provide in Paragraph IX(e) that licenses be made
subject to the conditions of the royalty-free license to the Government and
not subject to the conditions of the IPA itself. Any specific conditions
which need to be provided for in licenses in order to meet the terms of the
IPA should be stated briefly and concisely in the IPA for inclusion in
licenses. Thus, the necessity of making the IPA a part of every license
would be avoided, along with a great deal of paper work.

(10) The provisions of Paragraph IX(f) are contrary to public policy
as applied in the Small Business Administration and other agencies of the
Federal Government and the states. Indivjduals are en couTa.ged to benefit
from the application of Federal funds in innumerable cases when the public
benefits in the long run. Governm ent-supported inventions should not be an
exception to this established public policy.
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Many thanks, again, for this opportunity to respond to the proposed
GSA Institutional Agreement .

.~~
Robert C. Anderson

BRA:ev



P U R 0 U ERE S E ,6. R C H F 0 U [' .J D AT I O N
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)FFICE OF PATENT MANAGEMENT

October 6, 1976

Mr. Philip G. Read
Director of Federal Procurement
Regulations

Federal Supply Services
General Services Administration
Washington, D. C. 20406

Subject: Proposed Institutional Patent Agreement

Dear Mr. Read:

Comments on the proposed Agreement follow:

1. Paragraph I stipulates that "This Agreement shall not
apply to Subject Inventi~ns in cases wh e r e the In­
stitution is a subcontractor under a prime contract."
We are unable to reconcile this statement with para­
graph II(b) which states that "Contract" means any
contract (agreement, grant, or other arrangement) or
subcontract---" The Ag r e e me n t s hould permit the In­
stitution to retain rights to inventions under sub­
contracts. Such a change ~ould encourage inter­
institutional research.

2. Paragraph V(c) stipulates that "The Institution agrees
that the Government may duplicate and disclose Subject
Invention disclosures and subject to Section XI, all
other reports and papers furnished or required to be
furnished p u r s uan t to this Agr e eme n t. II At times it
is not possible to license and/or evaluate t he foreign
market potential wi th i n the one-year requirement to file
a foreign counterpart t.o aU. S. application. Such
publication o f t h e di sclosure as stipulated in para­
graph V(c) wou l d p r oh i b i t filing in most foreign
countries after the one-year period. A similar situa­
tion could r e sult wi th respect · to p a ragr aph V(d). It
is a pol i cy of our I n stitution to encoura ge pub l i cat i on
b u t at times such 'is not feasible until a complete
ana l ys is of t he cownercial opportunities is made in
f o r ei gn c oun t rios .

_...L":' ~L __ I ~ _
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Page 2
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3~ With r e s pec t to paragr aph I X( b ) sti pula ting t h at t he
· p e r i C?d o f exclus ivi ty s hall not exceed fi ve (5) year s

f r om firs t commercial s ale or eigh t ( 8) years f r om t he
date ~f ·the ~ ex c lus ive license/_whichever occurs first,
the ·~{ght-ye ar limi t a tion wi l l be a p rob lem whe n e x­
tensive p remarke t cle arance o f a p roduc t or devi ce is
required by the · ~overnment. This par agr aph should be
modif ied t o exc l ude from the e i gh t -yea r l i mitation that
time required by the government for premarket government
c learance. ..

. . . . 4. Paragraph IX(fJ .~ Some inventions have a very limited
specialized'rri.arkE:~t although the y could make significant
contributions. · The public could best be served by
licensing the technology to t he inventor. Universities
are probably mo r e concerned than t he government about
conflict o f i nterest. Prudent management dictate s t hat
the Universities be able to license whe re the use of
the technology wi ll be maximi zed . If t his is the in­
ventor/ then such should be permi t t e d wi t h ou t first
having to contact a number o f comp anies. For most
inventions, t he inventor wou l d n o t h ave the capital to
develop the technology.

Paragraph I X(f) should be modified to permit licensing
the technology to t he inventor with ou t h aving to obtain
permission from the agency when good man agement dictates
licensing to the inventor.

The Institutional Ag reement is the best a pp r o a ch to enhance
t echnology transfer. The principle ingredient in technology
transfer is the i nven t o r . Without his de d i c a t e d effort, the
invention is seldom successfully comme rcialized. By leaving
title with the Institution, the inventor retains a vital
interest.

RLD/t p
cc : Nor ma n Latker

._ _ _ .• ._. ._. . ..u ._ . _ _ . _.. ._. ..• .•uu._. u _



SOCIETY OF UNIVERSITY PATENT ADMINISTRATORS

Enclosed herewith is a copy of my recent testimony
before the House Subcommi ttee on Domestic and International
Planning and Ana l y s i s . Towa r d s the latter part of that
testimony y ou will note t hat I have e ndorsed t he concept
of an Institutional Patent Agreement with reasonable and
minimum requirements. The following comments on the
proposed FPR Revision are, I believe, consistent with my
prepared testimony and also with later comments during
the hearing.

Your letter of August 3, 1976 asked for our comments
on t h e proposed FPR Revi s i o n covering University Patent
Policy prepared by the Ad Hoc Subcommittee of the
Committee on Government Patent Policy. Because of the
exigencies of time and communication problems, I am not
able to give yo u an official position endorsed by the
members of t he Society of Uni versity Patent Aaministrators.
Howeve r , I have received copies of t he co~ments submitted
by a n umber of those members, and they have been used in
preparing what I have to say in the following.

1. t o add s ubsection (6) to 1-9.107-4 (a)
During the hearing after the testimony discussed above,

I took vigorous exception to making the IPA permissive and
not mandatory (except of course where agency statutes do
not permit it). Other FPRt s are mandatory, why not t he IPA?
We need to go in the direction of one government, not a
mu l t i p l i c i ty of governments. Exactly the same invention
can be made under a c ontract or grant from any agency, so
it should be in the public interest that it be handled the
same way.

OCT 13 1976

October 5, 197 6

Dear Mr . Read:

Philip G. Read
Director of Federal Procurement RegUlations
United States of America

General Services Administration
Federal Supply Service,
Washington, D.C. 20406

PRESIDENT
Mr. Ra y Woodrow

Princeton University
P. O. Box 36

Princeton, N. J .
08540

PAST PRESIDENT
Dr. George H. Pickar
Patents & Lincensing
University of Miami

P. O. Box 24913 3
University Branch
Coral Gables, Fla.

33124

VICE PRESIDENT
EASTERN REGION

Mr. Lawrence Gilbert
Patent Adm inistrator

Boston Univer sity
881 Commonwealth Avenue

Boston, Ma.
02215

VICE PRESIDENT
CENTRAL REGION

Dr. Ralph L. Davis
Pa tent Man ager

Purdue Research Fdn,
West Lafayette, Ind.

47907

VICE PRESIDENT
WESTERN REGION

Mr. Clarence W. Martin
Director

Patent & Product Dev.
Un iversity of Utah

Salt Lake City, Utah
84112

SECRETARY·
TREASURER

Dr. Ear l J . Freise
Assistant Director

Office of Research &
Sponsored Programs
Northwestern Univ.

Evanston, Ill.
60201

Exactly the same comments apply to the provision
t h a t individual contracts can be excluded from the IPA\
There are no guidelines given except the "public inte.rest ll

later under 3 (G). Consistent with what I said in my
testimony, that IPAs should have reasonable and 'minimum
provisions, let the university administer the inventions,

n ' t':S i 1 . :Al A Vf""'IIf"" I n n l ", "-l Q T1 ~ T"l , n CT T&T n ~ ~ I ..... ~1 7~ ~,..." ~~,.? "'1 __ .... -. +-_ 11_... ... __
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..

and then crack down if something particularly unfortunate happens.
It is impossible to tell in advance of a contract what kind of
inventions will be made, if any, so it is impossible to judge
whether the IPA should or should not be applied.

3 (D)
I recommend deletion of the word "normally". Because of

the fact that most inventions when they come out of a university
are far from the point of commercial production and marketing, most
inventions must be licensed exclusively, albeit for a limited
period and even for a limited application, if the necessary
investment is to be attracted.

I Scope of Agreement
It is not clear why the Agreement must expire after three

years. There seems to be little gained, and a considerable amount
of renegotiation and change of references will be added. Termination
on 30 days notice is provided in X~II.

The last part of the first sentence would be deleted if
comments under 1 above are accepted.

I object vigorously to the second sentence and the pertinent
part of VIII with regard to subcontractor rights. These
provisions completely overlook the equity of the inventors who are
subcontractor employees as well as the equity of the subcontractor
itself. The prime contractor has little or no equity. If the
subcontractor has a valid IPA, it should get the same treatment
as in a prime contract.

IV Minimum Ri hts Acquired by the Government
a In place of the phrase tmake, use, and selllt in the fourth

line, a phrase "practice and have practiced tl as contained in ASPR
7-302.23 would be much preferable. For some inventions, potential
licensees could be greatly turned off by having to compete with
the Government in the marketing and sale of a product.

(a) With rebard to the extension of the license to state and
local governments, see my testimony. They have no equity. Administra­
tively, the problem is an impenetrable maze.

Cb) B In the hearing after my testimony I also referred to
the very serious concern, to the extent of refusal, of potential
licensee's to agree to license others if an ltinvention is required for
use by governmental regulations or as may be necessary to fulfill
public health or safety needs, or for other public purposes stipulated
in the applicable contract lt. The problem is not so much that
these are not worthy reasons, but rather that the decision may be
m~de at a low level and without full consideration of all the
f~cts and circumstances. Some assurances should be given that
the decision will be made at a high level, with an opportunity for
a hearing.
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V Invention I dentification, Disc los ures and Reports

Research Corporation comments are pertinent here.

VI Filir.g of DOIT.estic Patent App l i c a t ions

Again see Research Corporation comments.

VII Filing of Foreign Patent Applications

The time periods peed to be f lexible.

VIII Subcontracts

See last paragraph un d e r I above . Subcontractor should have
t he same rights as it would have were i t the prime contractor.

IX Administration of Inventions in Which the Institution
Elects to Re t a i n Right s

(c) As i nd i c a t ed i n t he Re s e a r ch Corpora t i o n l et t e r , t he
royalty refund requirement would p ut a great burden on the universities.
A much preferable procedure in my way of thinking would be to
incorporate in any license a requirement that no royalty i s to
be inc luded in the price of an item s old t o the Gove r nment or
f or the Government's acc ount.

(f) Stanford and Research Corporation have both written
t houghtful c omments on this section. The Government's concern
is understandable. On e so lution t hat occurs to me is:

(1.) To have the section applicable only if t he person or
organization is the sole or exclusive licensee, since more than
one licensee should be protection enough.

(2.) To delete t he las t sen tence entirely. It is i mpossible
to prejudge what the circumstances s hould be for Agenc y approval.

(3.) The word "financer1under (iii) needs better definition.
Obviously it cantt mean stockho lder.

4 - new 9.1 09-7 Ne g o t i a t i on of Institutional Patent Agreements

(a) (S) It would seem that a description of institutional
patent activities during the past five y e a r s would suffice. a nd
eyen that will not prove a great d e a l f o r ma ny instit utions. A
ten y e a r his tory as c a l l e d for can be a ve ry big j ob.

(b) (2) A requirement that employees must assign to the
institution or its d e s i gn e e or the Government is too inf lex ible.
It does not allow for the u n u s ua l but occasional cas€ whe r e neither
the institution nor the designee nor t h e GovernmenL wants to

-- - - - - r"-- -- ___.. ....... __ .... _ ,-_ .... *~_ -.-._ V,,-L..l..l..l ••"-.':'I...
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prosecute a patent application, but the inventor does (many
university patent policies permit this). Exactly the same
protection would be provided by a clause stating "Agreements with
employees requir ing them t o assign or l icense as directed by
the i nsti t ut i o n any invention conceived ... . . "

I hop e that t he abo ve comment s wi ll rece i ve your c onsideration.
If we c a n provide a n y f ur t her i n f or mat i on , or i f di scus s i on a ppears
desirable, plea se l e t me k n ow .

Sincerely your s ,

~
i .. ~~

Ra .ond J . Woodrow
Pr side n t

RJ W/dh

Enc losure

cc: Norman J. Latker
David Eden
SUPA memb e r s ( w/e)



STATEMENT OF

RAYMOND J . WOODROW , PRESI DENT

OF THE SOC IETY OF UNI VERSITY PATENT ADMI NISTRATORS

BEFORE THE

SUBCOMMITTEE ON DOMEST IC AND I NTERNATIONAL SCIENTIFIC PLANNI NG

AND ANALYSI S

OF THE

HOUSE COMMITTEE ON SCIENCE AND TECHNOLOGY

WITH REGARD TO

UN I VERSI TY PATE NTS AND FEDERAL GRANTS AND CONTRACTS

SEPTEMBER 23 , 1976

Mr . Cha irman a nd Members of the Subco~~ittee:

I appreciate the opportunity of a ppea rin g before t he Subco~~ittee

t oda y. My purpose in appearing is to di scuss wi th yo u the treatment

of invent ions and pa tents i n grant s and c ontracts from t he Fe de r a l

Gove r nme n t to co l leges and universiti e s. The primar y matters o f concern

in what I have t o s a y are the public interest, inventors' eauiti e s

and un i v e r s i ty equities.

I should say a t t hi s point that a s ignifica nt portion of my statement

h a s been bas ed upon a 1 96 8 paper issu e d by the Subco~~ittee on Pa t e nt s

and Copyrights of the NACUBO* Committee on Governmental Relations . My

r emar k s can be considered to be those of a member of that Sub-Co~~ittee

i n addition to my s peakin g as President of the Society of Un ive r s i ty

Patent Administrators . We are gratified t hat yo ur Subco~~ittee is

*NACUBO s tan d s for Na t i o n a l Assoc i ation of Col lege and Universi ty
Bus ine s s Offic ers .
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e xam1n1ng t he own e r sh ip of i n ve ntions r e s u l ting from Federally fund ed

re s earch and deve l o pme n t , and especially gratified that the un iqu e

posit ion o f coll eges and universit ie s should b e t aken i nt o cons i der a t i o n.

Unive r s it i es b y th e i r v ery nature a nd by t heir c harters have a n

obl igation to s e r v e the pu b l i c i n ter e s t. Th e y do this in a variety of

ways i n a va r i ety of e ndeavor s . In order to do i t e ffecti ve ly in t he

p a t ent area, un ive r s it i e s need t o have a patent progr am wh i c h wi l l

make patentable inventions arising in the course of university research

a vailable in the public interest un der conditions that will promote

effective develo pment and utilization.

I t is said that the r e ason why many organizat ions apply fo r at l e as t

some patents 1S a s a defens ive measure to protect a commerc i al position .

Uni v e r s i t i e s do not a p p l y for patents for de fen s ive reasons , Slnce t hey

h a ve no co~~ercial pos ition to defend . Their mot ivation i s i n the

direction o f seeking obj ect ively the best qualified s o ur c es for del i very

to the pub l ic o n the broadest pos s ible scal e the results of the ir

r e s e a r c h.

Few university inventions are commer c i a l l y pra cticable in the form in

wh i ch they are conceived or reduced t o prac t ice in the Unive rsity.

Many , if not mos t , a re in fact una n t i cipa t e d byprod ucts o f t he r es ear c h

e f f o r t. Universities do not h ave the funds , the i n centiv e or the

e x p ertise t o develop patentable i nv e n t i o n s to the point where they can

b e produced a nd mark eted . Almost a lwa ys , therefore , further

investment is ne:cess a:q i n order to have an i n ve n t i o n publicly availabl e .

What organization will be will ing to make the nece s sary i nv e s t me n t t o

bring a n invent ion to the market without t he kind of pr o t e c t i o n t hat

a patent g ives , protect ion from others who would p ick the fru its wi thOUT

planting the tree ?

As a re s u l t of wha t ~ hav e said, u n i ve r s i t i e s ne e d t o r e t a in rights

--::I ~ --l....': _ __ _ -L _ _ _ , _ _ _ _ 1..... ....: _
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to inventions whether made in t he c our s e of Federally funde d research

or other wi s e . Pate n t applications can then be file d promptly and

n e go t i a t i o ns i~~ediate ly COIT~ence d wi th pr o spe c t ive licenses, wi th t h e

acti ve assistance o f t he inventor, s o t hat a n i n vention can be

developed to t he _po i n t of public us e . In some f i e lds , s uch as

drugs , agreements can be entered into f or t he testing o f com pounds wi t h

some protection for the t esting firm ' s expenditures before it is e ven

clear whether there is a patent a b l e invent i o n . By these me a n s patentable

inventions can be put into use widely and effectively. As a result,

t he public wi l l benefit.

Whe r e doe s the unive r s i ty i n ventor s~and? Univers i ty pe r sonne l ,

as compared wi th t h ose in a cOIT~erical res earch organ i zat ion , a re employ e d

and promo t ed with sal aries which giv e no r e cogn i t ion t o t he value o f any

inventions t hey make . Th e i r i n teres ts a n d i n many ways t heir f u t ures

lie prima r ily i n t he publicat ion of research re s ults i n t h e open

literature . As a ma t t e r of e quity, t h e r e fo r e , universities, wi thout

any exceptions that I know of, provide for a share of royalties from

patented inve ntion s to be paid to the inv e ntor. This prov i des an incentive

for h im or her to spend the time and effort necessary to d i s close an

inventio n properly, to participate in invention e valuation , to work wi th

pat ent attorneys , and t o pr ovide information and assistance t o pote nt i a l

or eventual licensees . Wi t hout this i ncentive, a nd i t must be a n a dequa t e

i ncentive, e xperience shows t hat f ew invent ions are d i sclo s ed , for the

a mount o f p ersua sion whi ch a univers i ty c an e ffe c t wi th members of the

f acul ty f or d i s closure is very limi ted.

In a ddition t o t h e i nventors, the university has a n e quity lD invent ion ~

made us i n g its f un ds ,or facili ties. No ma t t er who pays fo r t he resea rch

performed , the payme nt s are i nvar i a bl y for le s s t han t he ful l true
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costs. Wi t h some e xceptions t he un i ve r s i ty h a s paid for the faci litie s

n e e ded . And it has a h ug e investment in accumulating a n d prov id i ng

a h i ghly competent cadre o f personnel wi thout whi c h no Fe derally f unded

research woul d be pos s ib l e . Should percha nc e lightning strike and a

bonanza invention come forth, the un i v e r s i ty ' s share of any f unds realized

would by the terms of its charter be used for the public interest

purposes of education, research and public service.

It i s our firm and strong belief that t he c on d i t i on s of Fe de rally

funded research grants and contracts with colleges and universities

should be consistent with and adapted to t he factors I have d i s cus s e d

above. We have seen little evidence that Gov e r nme nt ownersh i p of universi t y

inventions wi l l p r omot e t he public i n terest in the sense o f d eve l opment

and productio n f o r publ i c use, since t he investment n ece s sary to convert

t h e pr ofe s s o r ' s brainchild t o a ma rke t ab l e pr oduct is no t fo rthcoming .

Gove r nme nt ownerShip gives the un ive r s ity invent or no i ncentive t o d i s c los e

his invention and to divert time and effort t o working wi t h patent

attorneys and potential users . The university has little incentive to

obtain adequa te invention disc l o s ur e s and i ts e q u i t y in inventions is not

recognized .

How about the Government's equity in inventions resulting from Governme nt

funded research in universities? This ough t t o be satisfied by a r oya l ty ­

free nonexclusive license for Governmental use. The Gov e rnme n t t h us r eceive s

the . right to us e r oyalty-free t he res ults of t he researc h whi ch i t paid

fo r. Gr e a t e r rights , s uch as title t o invention s, are, f or r e a sons I

have already d i s cu s s ed , aga i n s t the pub l ic i nteres t be c ause of the pr o b l ems

o f ae velopmen t a nd ma rket ing , and they v i t i a t e the inventors' equity as we l l

as the universi t y's equity . The Gov e rnme n t when it g ive s a c ont r act

or a grant for research is not buying an invention or invent ions . On e

cannot cont ract for a patentab le invention to be made wh ich is as y e t

- - - - - -- - ----- -- -
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unborn and e ven unconceived.

I have spoken abo ut a royalty free license for Governmental use.

In recent times Governmental u s e has been extended to us e by state

and l oca l gov e rnmen t s as we l l as by the Fede r al Gov ernment . Th i s s e e ms

unfortunate and unde s i r abl e . State a n d loca l gove rnment s do not have

an eq~ity. Licenseffi balk at tracing t he paym e nt o r no npaymen t o f

royalties through the almost impenetrab le maze of manufacturers,

wholesalers, distributors and out lets in order t o insure the s ome

frac tiona l royal ty h i dd e n in va r ious ma rkup s is not be ing pa i d by

a loca l t ownship.

A provision f or tit le in t he Gov e rnment wi th the ~opportunity f or

waivers is practiced by some agencies. SometiQ€s the wa ive r is granted

in a dvance for a particular grant or contract for all inventions that

may be made . Sometimes t he waiver is granted a fter a n i nvention is

i dentified. My experi e nce a nd t hat of my co l l e ague s are not f a vorable

i n eithe r situation. Wa iver a pplications are compl i c ated a nd c ostly .

The agency criteria f or granting waivers are d i f f i c u l t t o satisfy and

their administration demonstrates the typical bureaucratic tendency of

be ing more stringent t han neces sary in orde r to avoid c r i tic ism . Wa i v e r s

als o o ften carry with t hem marc h-in requirements a n d other s trings .

Wa ive r s on individ ua l inventions a fte r i dentification genera lly make it

impossible to enter into drug testing a greements o r other c oo pe r a tive

undertakings. Waivers put the shoe on the wrong foot. If what I

have sa id earlier i s t rue , there should be a v e ry strong pre sumpt ion

t hat t h e c o un t r y's i nterests a re be st served by v e s t ing t itle to

i n ventions i n unive r s i ty c o nt rac t o r s and grante es un l e s s t here is good

a n d suff ic i e n t r e a so n to do oth erwise.

The question can be asked whether leaving title with universities for

a "~~ i n ve n tions r esu l ting f r om Fe de r a l l y funde d res e a rch, with only
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a roy a lty free nonexclusive license to the Gov e rnment , wi l l

adequately protect the public interest . I f wha t I have said ear lier

is true , and I firmly believe it is, t he probability should be v ery

h i gh that the public interest will be ser ved . However, t here may

be the need for e ven greater assurances . In t his case pr o bably

t he best mechanism that has y e t been devised is the Institutional

Paten t Agr e ement. The I PA as it is termed was f irs t developed as

f ar a s I know by the De pa r t me nt o f Hea l t h , Education , a nd Welfare

and was more r ecent l y a dopted by the Nat i on a l Scie n c e Fo un da t i on.

The General Services Admi n istration now has out for co~~ent- -and we

are In t h e pr o c e s s of pr e pa r i n g c omments - -a pr o po s e d amendment

t o the Federal Proc urement Re gu l a t ions wh i ch wou ld provid e f or

Institutional Patent Agr e eme n t s . If t his FPR amendment is ad o pted,

IPA's might t hen be available from al l agencies e xcept wh e r e t he

statutes prevent it .

Briefl y the Institutional Patent Agr e e me n t is an a greement be t ween

an agency a nd a college or university covering the management of all

i nv entions a r is ing f r om agency grants or contra c t s to the institut ion ~ .

unl es s specifically exc e p t e d. As an a dvance condi t i on the instit u t i on' s

patent pOlicy and program must meet certain criteria. There are

limitations on how patentable inventions can be handled, and the Gov ernmen~

may require licenses or a dditional licenses i f a de q uate progress is no t

made towards pract ical application, or fo r purposes s uch as f ulfi l l ment

of public health or safety needs .

I n p l a c e o f t he wi d e ly va ry i ng and ofte n inequitab le pa t ent arrangemen~ :

now pr eva l e n t , we would greatly pr e f e r that the I nstitutiona l Patent

Agr e eme nt principle be applied t o all Federa l agencies in fundin g

research and development at colleges and universities . This \vil l mean

a chang e In t h e s tatute s for s ome a ge ncies, and a change in attit ue e

in others . There will undoubtedly be some exceptions taken to the
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d e t a i l ed r e quirements con t a i n ed i n IPA' s s ince no th i ng is eve r perfect,

but we wo uld hope t hat these r e quirements could be h eld t o a bar e

minimum, with a t e rmi na t i on of the a greement i n the unl ike ly instance

of a v i o l a t ion of the spirit o f the arrangement, i nstead o f the

imposition of onerous conditions on e ver yone.

To summarize, I urge that the title to inventions arising from

Federally funded research at colleges and universities be left with

the institutions, that this be done with- the Government receiving

a royalty-free nonexclusive license for Federal Government purposes,

and that t h e Institutional Patent Agr e eme n t wi th reasonable and mi n i mum

r equi r eme nt s , a s the best metho d s o far e ncountered, be the me thod for

implementation. I f the s e o bjec tives c an be accomplis hed, t he pu blic

interest wi l l be a dvanced and t he e quities o f unive r s ity inventors

and of uni ve r s i t i e s themselves wil l be s a t i s f i ed .

RJ \v/ dh

September 1 6, 1 97 6
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Attention:

Subj ect :

Mr . Phi l i p G. Read ",_.,-. :-"';".- '.: - ...~ "..._:~!.~~1l

Di rector of Federal Pr ocurement Regulations

Proposed Amendment to FPR Concerni ng
Insti tutional Patent Agreements

Reference: (a) GSA ltr to PSU, dtd August 5, 1976

Dear Mr. Read:

In response to your invitation for subm i ss ion of my views on t he proposed re vi s i on
concernin g Instituti onal Pat ent Agree ments , t he fo llowing is se t forth :

The Pennsylvani a State Univers ity has had a formal Patent Pol icy for over 50
years whi ch is di r ected t o the ma ximum util iz ation of invent i ons for t he pu bli c
good. The Un iversi ty has an Ins ti tuti onal Patent Agreemen t with HEW, ne ~o t ia te d

in 1970 and recent ly reviewed and r enewed i n view of a new Uni versity Patent
Pol icy. The Uni ver sity Pate nt Po li cy wa s appro ved under t he DOD " l ist of approved
patent polici es" dur i ng t he period t hat DOD used such a li st. The above is set
forth to document that th e Uni ver si ty i s wi ll i ng to cooperat e with governmenta l
procedures to enhance t he t ransfer of Unive rs i ty- gen2rated tech no l ogy to i ndus try.

The "proposed FPR revision" is the t hi rd detailed patent procedure we have received
recently which is considered to be movi ng in a direction counterproductive to
meaningful unive rsi tYiindustry technolo gy transfer. The oth er two documents are
the EPRI Patent Provisions and the latest ERDA Patent Procedu res. The reasons t hese
t hree documents may produce negative resu lts are set forth below:

The three parties of vital i nte rest mus t cooperate if Uni ve rsi ty~generated

technology isto re ach t he max imum utilization -- (1 ) th e Federal agencies; (2)
th e Un i vers ity, i ncl uding bot h f aculty in vent or s and contract and patent admi ni s­
trators; and (3) i ndus t r ia l licensees to accept , develo p, and market appropr iate
technology. The terminology and te no r of t he proposed FPR revis io n i s t oo strongly
in favor of t he Feder al agenci es wi tho ut sufficient consi der ati on and i nput f rom
t he universi ty ,research communi ty and pot enti al i ndust rial licensees. The general
objecti ves of t his proposed r evi sion t o t he FPR can be achi eved with a docu ment t hat
wi l l be clearer and si mpl er , wr i tten in t erminology whi ch can be un del'standabl e t o
the avera ge facul t y researcher , i.e. si mpl i city and cla ri ty overall i s so des irab l e
tha t an occasio nal lo ss of in venti on by publ icati on and resu lt i ng "dedi cation to
the pu blic" by Statutory Bar may be pre fera bl e to a ri gi diz ed system witho ut
substantial inventor inc ent i ves. Speci fi ed comment s are indica ted below :

I t-* f ' t-' W t- - t l ' " Vl r W n I I r- W l Il I I V r-- ' ..... I L V rnLrll 1.
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The Uni vers ity cons i ders that the provi s 1ons set forth in t he pre sent HE\oJ
Institutional Patent Agreeme nt and t heir admi nistrati on in t he cooperative and
sensiti ve manner are bo th des irable and effect ive . Any f urther encroachment on
the inventors i ncent i ves and addit ional procedural compl i cat ions by Institu t i onal
Patent Agreement s wil l re duce t he i nvent or s incenti ve for making inventi ons and
reporting the m, and wi l l reduce indust ry predi sposi t ion to invest capital in
technology devel oped under th ese agreement s.

Specific comments are :

Section V(a)(i) This section appear s to make an absolute requirement fo r
disclosure submission prior t o any publicity. Ma ny inve ntions, especi ally
in the chem i cal dnd pharmaceutica l ar t s , are developed in fragments and
a valid patent application cannot be filed at a time prior to publicati on,
since th e necess ary human physiol ogi cal and toxicity testing has not yet
been achieved. Ma ny of our inve ntion di scl osures are tri ggered by a
presentation at a national or in t ernati onal techni cal meeti ng and only
obta ined at tha t t ime. Addi ti onall y, many invent i ons are achi eved in a
manne r t hat t he invento r s cannot be sure at what stage concepti on is
achieved, es peci ally with re spect to chemical , pharmaceutical, and proce ss
inventions.

Section V(a)(i i) The words "auth or i zed by or known t o" t he i nst itut i on
could be constr ued to requ ire deta i led admi nistrat iv e s uperv i s ion of al l
presen t ations , seminars, and meetings; and all publicat ions - - wh i ch are
pres ently the res ponsibili ty of t he pr i ncipal investi gat or or research
director .

Section V(b) It i s not cl ear wh et her t he "pat ent agreement s" whi ch are
required wi l l ha ve to be in t he same detai l as t he Institutional Pat ent
Agreement itself. If so, and t he Ins t itutional Pa t ent Agreement must,
in effect, be i ncorporated by reference into the patent agreement s to be
executed by university employees, th en it is critically important that
these agreements be as simple, clear and concise as possible.

Secti on V(c) It is not cl ear whether this provi s i on wou ld permi t th e
Government to publish an in venti on di sclosure cover ing a pharmaceutical
which was "concei ved" bu t not yet actua ll y reduced-to- practice, and upon
which a val id patent application could not be filed because of a lack of
human effec t iveness testi ng.

Section VI (b) (i ) and (ii) The peri od of two months se t for th in each of these
secti ons is to o short in vi ew of t he delays in the Patent Off i ce , and th e
fact th at th ere s hou ld be no urgency i n these subm is s i ons , i.e., si x
months would be better .

Section IX It is not cl ear what perce ntag e of royalty in come can be paid
to the inventors, and it would appear f rom subsecti on (c) t o 1-9. 107- 6
"featu re (F) " th at only "i ncent ive awa rds " could be paid t o invento rs ,
ra the r than a share of gross royalties whi ch may be es sent i al to obtai n
the in vent or s conti nu ing cooperat i on necessary duri ng the li censing and
development effor t needed to t rans fer technology to industry,
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Section IX(f)(i) and (ii) These t wo res trictions on l icenses to organi­
zations in which th e inventor may be the catalyst for fu rther devel opment
are considered to be negative, since they may el iminate the best mode of
technology transfe r -- the entrepreneurial enthusi asm of the inventive
group. Further, the term "subs tantial financial inte rest" is va gue.

Section 1-9.109-7(b)( 3) The administ rati on of this "i dent ifi cation " of
inventions could be const r ued to re quire administ ra ti ve survei l lan ce of
research, r ather than placing t he re sponsi bil ity upon th e pr i ncipa l
investigator .

In summary, it is considered tha t mare consideration shoul d be qi ven t o the fragil e
nature of inventions and inventors -- which are the indispensabl e prerequisites
of both invention administration and technology t ransfer. Wi t hout the enthusias t ic
acceptance and support of fa cul ty inventors, the perfectly worded Inst ituti on al
Patent Ag reement wi l l still produce a negative resu l t . In the event GSA would be
willing to have a commit t ee of use r organi zat ions propose al t ernative termino l ogy
to th at set forth in t he re fe renced FPR revis i on, t he Uni versity wi ll make avai l abl e
the services of Dr. Robert F. Custard, our full t ime Un i versi ty Paten t Counsel, t o
serve on such a commi ttee or t ask forc e . A usef ul rel ationshi p coul d be created
by a working committee in which t he i nte rests of th e univers ity and invent ors and
the industrial licensee/developer were represented in the sel ection of t he termin o­
logy rather than the submission for "views" after drafting.

The University has utili zed both 8attell e and Research Corporat i on in th e past and
presentl y util i zes Research Co rporati on fo r our pr-i mary eva1uati on, marketi ng and
licensing activity. It is suggested th at Research Cor porati on shoul d be invited
to par ticipate in t he draft in g of any fin al Inst itu t i onal Patent Agreement regulations ,
since many universit ies without other resources have no other realisti c alternat i ve
than to utili ze t he se rvices of Research Cor poration. We ha ve f ound the serv ices
of Research Corpo ration to be a si gni fi cant and valuable cont ribution to t he nat i onal
public interest with re spect to University/industry t echnology transfer. GSA shoul d
recognize this II pi oneer i ng" contribution and invite their cooperation in devel opi ng
a master Institutional Patent Agreement whi ch would be acceptable to the U. S.
Government and Research Corporation.

Please let me know how the Un iversi ty can be of assistance in this general area.

/

RGC-RFC:hw

cc: N. La tker ~'

W. Marcy

Very truly yours,
)

i'- ",'

,J j
" { y . -"\ ' i '

.
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Ri chard G. Cunrii n"gnam
Vice President for Research
and Graduate Studies
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Septemb er 28 , 19 76

Mr . Philip G . Read
Director of Federa l Procurement Regulation s
F e dera l S upply Se rv ic e
Ge nera l Serv ices Adm ini s t ra t io n
Cr ystal Sq uare , Bldg . 5 , Ro om 110 7
\t\iashington , D .C. 2 04 06

Dear M r . Read:

Th e one hun dred pa rt i c i pa ting in s tit ut ions of t he C o mJiittee
on Go v e rn mental Rela tion s , Nationa l As sociation of College
a nd Univers ity Bus iness Officers , welcome the opportun it y to
comme nt o n t he pro po s ed Fe de ra l Proc ure me nt Regulatio n s
pre pared by t he Ad Hoc Subcommitt e e on Un ive rsity Pa te nt
Polic y, concerning Su bpart 1-9.1 Pate nts .

Th e C OGR believe s t ha t un iver s ity owner s h i p o f in v e nu o ns
arising o ut of g o v e rnme nt s pons ored re s e a r c h i s a nece ssa r y
i ng re d i e nt i n the effec t ive transfer of t e chnol ogy to t he market
place , s i nce it:

(1) e na bl e s the un i v ersity to gra nt to t he private s e c tor
r ig hts t ha t , w hile lim it e d , a re cornrne ns urate with
pro d uc t introduct ion r i sks ;

(2 ) insure s i nve nt o r part icipatio n in th e deve lopment o f
t he i n vention or product ; and

(3 ) enco urages t he univers ity to bring together in d u s t r y
and inventor s , t h ere b y enhancing the probability of
s ucce s s ful c o mmercialization of the i nve ntion .

Moreove r , ve sting t itl e to tho s e un ive rs it ie s that c a n
q ualify unde r the proposed re g ula t io n s, represent s a g ia nt
s t ep fo rwa r d toward fos te r ing a techno lo g y t rans fe r c apability
a mong un iversities tha t as yet hav e not be e n s o incl i ne d .

--- - - ----- - --- - - --- - - -
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The comm ents b e low relate t o the proposed In s t it utio nal Patent Agree ­
ment.

1 . I. Scope of the Aqreement .

Req ue s t del e tion of the last s ente nce of the pa ragra ph and s ub s tit ute
the refo r :

"In cases w here the In s t itutio n is a s ubcontractor under a pr im e
c ontra ct o f t he Ag en cy J the Ag reement of the I ns tit ution s ha ll
g ove rn . "

C omme nts .

It s o metimes is the ca se t hat an e d ucationa l or nonprofit i n s titution will
grant a subcontrac t to t he I nstit ut ion . Unde r such circ ums tan c es J the

~

i nability of the I n s titution to a c q uire rights w ill t e nd to disco ura ge inter-
u ni versity re search and unfairly t reat the univ ersity inv entor who ma y
we ll lo se hi s equity inte re st in h i s i nvention. CO GR i n stit utio ns
t ypically do no t ha ve patent policies that c over i nve ntio ns t ha t ari s e
outside o f the univ ersity . Moreover r the COGR institutio ns fa vor re ­
tention of rig ht s by a s ister in s titut ion a s a ma tte r of equity a nd fa i r ­
ne s s .

F inall y J as a ma t t er o f la w t t h e re quirement to grant back rights to the
prime contractor could J under certain facts a nd circ ums tances t be in
vio la tion of the a nt i - t r ust laws or cons true d as a pa t ent mis us e .

2 . VIII. Filing of Fore ig n Patent App lica tions .

Section VIII s ho ul d be change d t o read Section VII .

Req ue s t Paragraph VII (a) (i) be cha n g e d to rea d as follows:

"t e n (1 0) month s from the dat e of t h e c orre s pon ding United States
patent application f iled b y or on behalf o f the I nstitution, o r i f
such an applica tion is n ot f ile d , six (6) months from t he dat e a
lice ns e is granted b y the C ommissioner of Pate nt s t o file foreig n
a pplications providing an e le c tio n has been ma d e pursua nt to
s e ct io n III (a) o f this Ag reement . II

Comments .

Good p a t e nt pra ctice d ic t a te s that a foreign filing be made j us t prior
to the e nd o f t h e c o nv ention period . Especially i n the c a se of uni­
ver s ity i nve ntions , a dditional mate rial is made a vailable s ubs eq uent

'--~-'-- . _ .__..---- _ _ _ . • u. _ •. . ' . •
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to the U . S. f iling wh i ch be c ome s i ncorpora t ed in a cont in ua t ion -in - pa rt .
It is a dvantage ous to ba se t he fore ig n fil i ng on the most complete d i s ­
clo s m e a va ila ble .

If no applica tion has bee n filed , an e x port lice nse wo ul d be r e q u ired
to fo re i g n file . The time grant ed to fore ign fil e should be the s a me a s
that granted in section VII (a) (i i} .

3 . VIII . S ubc o ri t r a cis .

Reque st deletion o f (a) i n e nt i re t y an d s ubst it ute the r efo r :

" (a ) Ex c e pt a s prov ided in (b ) below , the I ns tit utio n s hall include
i n any subcontract whe re a p urpose of t hat s u bc o ntra c t is the con-..
d uct of e xpe r ime nta l , d e velopme nt a l or re s ea rch work t he " Pate nt
Ri qht a - Acq uis f t io n by the Government " clause , fo und a t 4 1 CFR
1- 9. 10 7-5, or the " Pate nt Right s Rete ntion b y t h e Contra c t or "
cla us e , found i n AS PR 7-3 22 . 23 (b) ."

C omme nt s .

The a b ove cha ng e s a re r e q uire d t o confo rm to the cha ng es propo s ed in
pa ra graph 1 herein con c e rning Section I , S c ope o f the Ag reement .

4 . IX. Administra tion o f Inventions in which the I n s t itutio n Elect s to
Re t a i n Right s .

Req ue s t delet ion o f Section IX9 (f) in its e ntirety .

C omme nts.

Un iversities, d u e to t he i r s pe cia l characte r , c o nt inua l l y m us t exe rt
their b est e ffort s t o protect t he i r g ood name an d t he g o od na me o f their
profe s sor s a n d researche rs . The i nterleaving o f int e rests o f g ov e r n ­
me nt , s ta t e , non -prof it , and private spons or s dicta t es that th e un i ­
vers ity e xerc ise d ue care i n its relat ions with the afore s aid part ie s .
Fre q ue nt c o nsult a n t arrangements betw e e n univers it y profess ors a n d
the private sector ma ke it n e ce s s a ry for the un iver s ity t o inform its
profes s ors o f t h e ir dut ie s a n d obl iga t i o n s to t h e U .S. government ,
the unive r sity , a nd the consulting compa ny w ith respect t o patent
rig hts t hat might a r ise o ut o f work pe r fo rmed for the c o ns ulting com­
pany tha t a lso relate s t o spons ore d w ork do ne by t hem a t the Uni ­
ver s it y .

,. ,_ , _ 7\ ._ ~
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Co n s eq uently , the un ive r s it y is well ex perie n c e d in polic ing its ow n
a ffairs tha t a re se ns itive in na ture . Advers e o r unfavo rable r e ports
b y t he media in this rega r d w o uld be fa r mo re cost l y b y way of los s
of a l um ni f un ds and g i ft g iv i ng t han a ny potent ia l return from a high ­
ri sk , high - gain patent l i. c e n s e venture . Ac c or d ing l y , it i s submitt e d
that Section IX a s drafted , is un ne c e s sa r y i n v iew of the univ ers ity ' s
s e n s it iv it y t o the potential proble ms that migh t a rise in t h is area .

Se ct io n IX re quires e ffor t s to lice ns e others fir s t . Any s uch license
w i ll be time -limited, and the public i nte re s t will be protected t he re by .
A un iv ers ity should not be re q uired to demonstrate t ha f a n inv e ntion
has no t a k e r s b efore d irectly assisting i n the transfer of t echnology
to the marketplace . Mo reover , the un ivers ity is fa c e d w ith a ve r y
rea l problem if it el e c t s not to make an i nv e ntion wid e ly a vailable,
since it is quite li ke l y t ha t one or more of the trustees o r a lumn i

9'
w i ll want to know wh y h i s c o mpa ny wa s preclu ded from ha ving an
opportunity to license th e inv e ntio n . Hence , the unive rsity , when
it decides t o s upport an i nvention, m us t take this fact into con-
s idera tion .

Therefore , the relationship of the university to t ho s e outs i de of the
university community, b y its v e ry nature, i s such that patent abuse s
a re h ighly unlikely.

The university c ommun it y believes that the proposed IPA presents an
opportunity for a major im provement i n the management ot invent ions de ­
veloped u n der g overnment sponsored res earc h.

If you require additional information t please l e t me know .

..?insere ly YO f rs t • ,

___-4:cs-"f"- L ._j~.//j< _/'~
Rea gan Sc urlo c k

RS :dk
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DHEW

Mr . Philip G. Read
Director of Federal Procurement Regulations
Genera l Services Administration
Wa sh i ng t on , D. C. 2040 6

Dear Mr . Read:

OCT 6 1976

We appreciate t he opportunity to present cornnents on t he proposal
t o amend the Federa l Procurement Reg ula t i ons , at Ti t le 41 , Subp art 1- 9.1,
to inc lude provisions for the Government ent e r i ng into Institutional
Pa tent Agreements wi t h educa t i ona l or other nonprofit institutions con­
duct ing r esearch with Government funds . As requested, our comments are
submitted i n duplicate.

The Pharmaceutica l Manufacturers Associa tion is a voluntary nonprofit
association compris ed of 130 member companies engaged in t he development and
ma nufac t ur e of pre s cription dr~gs and medi ca l devices. PMA and i t s member
companies adv ocate a stron g United States paten t system as an ef fective i n­
centive for developing results of innovative research to commercial a ppl i ca ­
tions . Many PMA member co mp anies have negotiated for patent rights wLt h
nonprofit institutions who operate under the Institutional -Paten t Agreement
concept fost ered by the Department of Hea l t h , Educa t i on, and Hel f a r e and have
entered into patent license ar rang emen t s wi t h r es pec t to patentable i nv en­
tions made by t hese institutions in the performance of DHEW grants .

The Standar d Institutional Patent Agr e emen t , developed over the past
several years wi thin the Department of Health , Educa t i on , a nd Wel f a r e ,
th er e for e , has facil i tated the commerc ia lizat ion of the results of DHEW
fund ed research t hrough nonprofit ins titutions . The pharma c eu t i ca l c ompany
experience to date has been favorable . The DHEW IPA conc ep t is consistent
with t he P~~ position that the United States pa tent system should encourage
as fully as possible the co~nercialization of the innovative results of bo th
Government and privately-funded r e s earch.

Represen ti ng ma nufa cturers c-f p r- e s c r rp t i o n p h e r- m e c .trt ic e ls ,

me di c a l d ev ic e s e n o d ie q n osti c p r o d u c t r

._- - - -- - - -- - - - - - - - - - -
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We further endorse the extension of the Institutional Patent
Agreemen t proc edur e s t o t hos e civilian executive agencies s ubjec t to the
Federal Procuremen t Regula t ions . Appr opr iat e amendment of t hese regula ­
tions wouLd allow a Governmen t agency to enter into I ns titutional Patent
Agreemen t s wi th educational and other nonprofit ins titutions wh i ch have
acceptable technology transfer programs . In our view, the use of such
agreements would recogni ze a nd r etain t he incentives of the United States
pa ten t sys tem t o obtain promp t commercializat i on of t he r esults of Govern­
ment-sponsored r esearch, with appropriate s af eguards t o t h e pub l i c
interest.

If we can b e of addi t i ona l a s s i s tanc e to you in cons i dera t i on of this
subject, we wi l l be happy to provide wha t ever addi t i ona l information is
ne ed ed.

Respectfully submitted,

c. Joseph Stetler



AEROSPACE INDUSTRIES ASSOCIATION OF AMERICA. INC.

1725 DE S AL E S S T R E ET .· N .W . . WASH INGTON . D . C .. 20036 TEL . 347 ·2315

..
September 27, 1976

t>1r. Phi lip Read
Director, Federal Procurement

Regulations
General Services Administration.
Washington, D. C. 20406

Dear Mr. Read:

This is in reference to the proposed amendments to the
Federal Procurement Regulations dealing with patents, trans­
Initted by your lett er of August 3, 1976 to Mr. Karl G. Harr, Jr.,
President of this Association.

In v i.ew of the subject matter of the · proposed amendments,
this As s o c i a t i o n has not formulated a position thereon. How­
e ver; co~~ents received from a member company, copy attached,
were thought to be of such significance as to warrant being
forwarded informally for your consideration.

Very truly yours,

34!tj"vt:74m~·~~. .
Fran~ o. Ohlso~
Vice President
Aerospace Procurement Service

FOO:ph

Attachment

--_ .._ -_._--_. .... .



Propo s ed Amendments to Federal

Pr ocuremen t Regulatio ns on Patents

The idea of le~ving title to subject inventions with the
Institution where the inventions are made is good, but some
of the conditions f o r qualifying under the program are highly
objectionable. Se ction VIII of the propos e d a greement, for
example, r eauire s R& D s ubcontrac tors to assi gn their sub ject
inventions ~o t he I n s t i t u t i o n or to the Government; Section IX,
subseGtion ( f ) preve n t s t h e Institut ion from g ra n t i n g license
rights to emolo vee i nv~ntor s or to organ i z ations with which

-t he inventor~s}-is connected; and Section X prohibits assign­
ment of ~ubjec t inventions to anyone other than a patent
management oroanization a pproved by the contracting agency.
These conditi~ns are counterproductive and discourage the
making of s~bject inventions and the utilization of the
inventions.

Qualifying _s ubc o n t r a c t o r s should be a llowed to retain at ­
least a de fe asible title to their subject inventions, and
inventors and their associates should be allowed t o partici­
pate in a ch i evi ng utilization of their inventions through
licensing or otherwise.

As you well know, there is g~nerally no one more dedicated
to achieving utili.zation of an invention than the inventor,
particula rly when he stands to share in the profits of a
s uc c e s sful venture. Why then tie the hands of these people
a nd t heir b usine s s associates and p r incip a l s by limiting
their participation?

The r estric tion a gainst assigning rights to a nyon e other
than an approve d p a t e n t mana gement organization i s _Li.kewi.se
object ionable as discrimi~atory-and void of any useful pur­
posein a c h i e v i ng utilization of subject inventions. While
reasonable conditions such as granting only a title which
is de f e as ib l e for failure to achieve utilization might be
a ppropriate, the re is no a pparent rea s on why s uch a n assign­
men t s hould no t b e available to any qua l i f ied app l i c ant
willing to a c c e p t the same conditions.

The Gove r nme n t p rocurement p a t e n t pol i cy pendulum i s s howi.nq
sign s of swingi ng b ack f rom a ti t le-tak i ng pos i t i on to a
licens e po s i t i o n . Industry should e n c o u r a ge t his movement
and help g u i d e the return s o that t he paterit s y s t e m wi l l be
able to better serve the public interest in Government funded
R&D.

Conditions in reg~lations wh i c h pre verit -the i nventor a nd t h o s e
closest to the invention from participatin g i n it.s commerciali­
z a t ion should be opposed. At the same t i me , howeve r , r e a s on a b l e
conditions a ime d at protec ting the pub lic aga i nst unbridled

- ---- - - - - - - - -_.__._-- ---- - - ---- - --------~ ~--~-- ------ -
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or unwarranted private economic gain from Government funded
research should be recognized as proper. In this regard, the
requirements in the proposed amendment to the regulations that.
the Institution use its royalty receipts, after payment of
administrative costs and incentive awards to inventors, for
educational or research purposes should not be objectionable.
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UNIVERSITY OF WASHINGTON
SEATTLE, WASHING TON 98195

Government Fiscal Relations and Patent Office
275 Administration Building AG-70

September 23, 1976

Mr . Philip G. Read
Director of Federal Procurement Regulations
General Services Administration
Federal Supply Service
Washington, DC 20406

Dear Mr. Read:

Thank you for your letter of August 5, 1976 inviting comments on a proposal to
extend the Institutional Patent Agreement (IPA) concept to all Federal granting
and contracting agencies.

The University of Washington has had such an agreement with DREW for nearly
eight years, and we are pleased to note that action is moving forward towards a
fuller implementation of the concept. We believe that the Committee on Govern­
ment Patent Policy has adequately identified the several benefits of using an
IP A at approved institutions. In our view, the most beneficial aspect of the
IPA is that it establishes a certainty factor that enables the University to
move forward pr ompt ly with technology transfer arrangements.

In general, we are satisfied with most of the provisions in the proposal you
sent to us for review. We are also pleased to note the absence of any clause
limiting the maximum amoun t of royalty income that the grantee-contractor may
pay to faculty or staff inventors. Such restrictions are difficult to state in
relationship to the various institutional policies, and we feel that the royalty
arrangements should be one of the factors, among others, in the total institu­
tional proposal, i.e., on a case-by-case basis.

The remainder of our comments are keyed to the proposal you sent to us:

I. Scope of Agreement

This section suggests piecemeal a pplication of the IPA to the
institution's grants and contracts by providing for a cut-off
date beyond which contracts would not be affected by the IPA.
We think that a c omplet e cut-over would be simple and prefer­
able for all i nvent i ons identified after the date of the IPA,
irrespective of how l ong the specific contract had been in
effect.

I t"" J-\. .:-l I ;..f 1111 r .1\' .... . 1 I I I~I • I _Ill I ( JII:'""i _
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v. Invention Identification, Disclosures, and Reports

Since grantee or contractor's proposals may contain information
of patent significance, we recommend that an additional sentence
be added to Clause V(d): "The Government agency will take
reasonable steps to insure that data or information furnished by
the Institution is not released to the public before the agency
obtains confirmation from the Institution that the proposed
release will not adversely affect the patent interests of the
Institution and the Government."

IX. Administration of Inventions in Which the Institution Elects to
Retain Rights

We do not agree with the prOV1Slons of subparagraph (c) under
this section. The Government, rather than the Institution, should
have the responsibility to monitor its procurements and claim roy­
alty exemptions at the time of purchase. Moreover, it is not
reasonable for the Government to look to the Institution and/or
the inventor for royalty refunds (perhaps applicable to transac­
tions occuring several years in the past) if the Government mis­
takenly pays the full price to a licensee rather than the royalty­
free price.

Notes for Completion of IPA

Item 6 suggests that an agency may restrict the IPA to contracts (and
exclude grants, for example). We cannot foresee any logical circum­
stances justifying the exclusion of grants. To the contrary, such
exclusion would be counter-productive towards achieving effective technol­
ogy transfers. We recommend that Item 6 be deleted.

Information to be Submitted by Institution

Sub-clause (a) requires the applicant to furnish detailed data regarding
invention and patent administration experience covering the past 10 years.
In our opinion, it will be burdensome for most applicants to develop the
required statistics for so many years back. We believe that data cover­
ing the most recent five years would be 'ade qua t e to demonstrate the appli­
cants' experience, and would not require as much research of past records
in order to summarize the requested information. ~



Mr. Read (cont)
9/23/76
Page Three

The above- s t a t ed comment s are intended as constructive suggestions to hope­
full y improve an o t herwi se excellent pr op o s a l . The efforts of the Committee
on Government Patent Policy and your office a r e commendable.

0~ours,

~~~r;~ibe'R
Government Fiscal Relations and

Patent Officer

WCT:mb
cc: Mr . Adkisson

Dr. Geba l l e
Mr. Latker
Mr. Mc Ca r t ney
Mr . Ryan
Mr . Scurlock



RESEARCH TRIANGLE INSTITUTE
POST OFFICE BOX 12194

RE S EAR C H T R I A N G L EPA R K, NOR T H CAR 0 LIN A 27709

September la, 1976

Nr. Philip G. Read, Director
Federal Procurement Regulations
General Services Administration
Federal Supply Service
Washington, D. C. 20406

Reference: Proposed amendment to FPR Subpart 1-9.1, Patents

Dear Sir:

Thank you for giving me the opportunity to comment on the proposed
amendment.

I have a few comments but first I want to say that it takes a big step
in an important direction. I fervently hope it is accepted by all agen.cies
that support university and non-profit research and development because I
believe it will go a long way toward introducing technology to the market
place where consumers can benefit therefrom.

My comments pertain to the criteria set forth for the institution's
technology transfer program. The wording in subparagraph (5) of l-9.l0r-7(b)
is quite satisfactory. 1:0 quote, the institution must have "an active and
e f f e c t i ve promotional program for the licensing and marketing of inventions."
However, in other sections of' Jhe Revision and in the sample IPA, there are
strong implications that the government has in mind certain currently existing
patent management organizations. See for example the emphasis in Section X of
the sample IPA on "organizations" rather than "capability." Indeed, the Report
of the Interagency Patent Policy Committee went so far as to name two organizations.

Tnere are disadvantages, as well as advantages, to the current nationally
known patent mana gement organizations. One prominent disadvantage is that they
are self-serving, i.e. ,they s eek patents t ha t will bring them the mos t income
and t hose that will have a short-term pay-o f t , There are many inventions whf.ch
are useful to industry, and through industry useful to the consumer, in which
the potential pay-off is below the interest thresho~d of these companies but is
still economically valuable. One accusation that has been made is that they
skim the cream off the top.

A further cr iticism is that they are too far · from many universities to
provide the personal touch that mos t inventors need. I would like to see
universities encouraged .t o establish their own technology transfer function or
to use local institution s (The University of North Carolina at Chapel Hill and
North Carolina State University in Raleigh have arranged with the Research
Triangle Tn s t Lt u t e t o undertake their pa t e n t management activities). This .
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also creates the environment whereby a greater patent awareness can be brought
to the university research staff. I am not encouraged by the results of the
Patent Awareness program of the Research Corporation at the three universities
I have observed. Inventors have a strong suspicion of the "traveling salesman"
or the "big-city slicker." An effective local capability gets around these
problems . I do agree that a demonstrated pa ten t management or technology
transfer capability must exist before an IPA is made . Therefore, universities
starting their own program must accept case-by-case negotiations of inventions
until they have demonstrated their capability or use an existing organization
while they develop such capability.

In order to accomplish what I would like to see, I suggest that in Section X
of the sample IPA the wo r d "organization(s)" be ch anged to "agent (s)" including
the section title. This should not cause confusion with the wo r d "Agency" if
agent is always modified by the words "patent management." In the present
version , six of the eight times "organization(s)" is used it is so modified.
It would cause no problem to properly modify the wo r d "agent" the other two
times it is used.

To make the Revision consistent with this suggestion, the words "patent
management organization(s)" appearing elsewhere should be changed to read
"patent management agent(s)":

Paragraph (I) of subsection (c) of 1-9.107-6 (Page 3)

Item 11 of Notes for Completion of IPA (Page 18 )

Paragraph (7) of the new section 1-9.l09-7(a) (Page 20) ..---:=.
Further, the information requested in subparagraphs (9)(ii) through .

(9)(vi) of section 1-9.109-7(aJ should be broken do,vn by the patent management
agent used. This will give the Agency an opportunity to evaluate the effective-
ness of the current patent management agent in those cases where a change may .--..-
have been made recently.

Gentlemen, I applaud your efforts and the results of those efforts . I look
fOr\Vard to seeing this policy widely used by gover~ment agencies . Thank you
again for the opportunity to comment.

Sincerely,

({Jaiflif~~
Ralph .L. tly, Jr .., Director
Office of University Relations

RLEjr:cd

cc: Norman J . .Latker



STANFORD UNIVERSITY
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OF FICE OF
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ENelNA 6-930 September 8, 1976

Mr. Philip G. Read
Director of Federal Procurement Relations
General Services Administration
Federal Supply Service
Wa s h i n g t o n , D.C. 20406

Subject: Proposed Federal Procurement Regulations
dealing with Institutional Patent Agreements
with Educational and other Non-Profit
Institutions

Dear Mr. Read:

This letter will comment on the propo sed standard Govern­
ment Institutional Patent Agreement wi t h educational and
other non- profit ins titutions, which do c ume n t wa s provided
wi t h your letter da t e d August 5, 1976. As a general comment";
we wish to observe that the proposed uniform regulations
are a substantial improvement from the varying regulations
of t h e various a gencies and s hould enhance the flow of
technology to the pub l i c. from research conducted at the
country's educational and other non-profit institutions.
The following are directed to revisions which we believe
will enhance the utility of the Institutional Patent Agree­
ment (TPA) and . its administration both b y the universities
and other non-profit institutions as well as by the govern-'
ment agencies. · .

1. Exclusion of certain contracts from the IPA.
An intent of the IPA is to r e duce the admin­
istrative b urden on both the a gencies and the
universities. However, the clauses wh i c h per­
tain to excluding certain contracts from the
IPA will add to the administrative burden.
It is noted that the very successful HEW IPA
does not have such a provision. Wi t h such a
provision for e xclusion of certain contracts,
there is then a requirement o'n the part of the
agency grant and contract administration per­
sonnel to have grants and contracts reviewed
by the agency patent personnel to determine,
us i ng unspecified criteria, whether or not a
particular grant or contract should be e xcluded
from the IPA. From the contractor's point,of
vi ew, the' contractor must then deal with ex­
ceptions to a standard operating procedure
which is administratively cwnbersome. It can
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be observed exceptions to normal rules in
administrative requirements are similar to
exceptions in the English language in terms
of complicating something simple.

2.

It is not clear why the ad hoc subcommittee
of the Committee on Government Patent Policy
of the Federal Council for Science and Technology
saw fit to include this requirement. If there
isn't any documented history of abuses leading
to the need to have such a provision, we strongly
recommend that the clauses pertaining to exclusion
of contracts from the IPA's be deleted. (De­
pending on the motivations of the subcommittee
for including this requirement, the reasoning
of paragraph 6 below may also call for deletion.)

2. Requirement.to normally license non-exclusively.
Paragraph (C) of the proposed new subsection (c)
to 1-9.107-6 specifies: "A requirement that
licensing by the institution will normally be
non-exclusive except ... ". In actual practice,
because of the undeveloped nature of university
t.cchno Loqy, a first license will "normally" be
exclusive, not non-exclusive. We recogrtize the
inteht of this paragraph is to insure that, where
possible~ first licensing will be done on a non­
exclusive basis, and we have no objection to the
intent. However, the subparagraph wording is
somewhat misleading, particularly to institutions
beginning a licensing program. We thus recommend
revised wording such as: ' "A requirement that the
institution make subject inventions available on
a non-exclusive basis except ... ".

3. The inapplicability of the IPA where the institution
isa subcontractor (last sentence of Article I of
the IPA). It is not clear why the IPA does not
apply where the institution is a subcontractor.
It would appear the logic of using an IPA applies
equally well to subcontracts as well as prime con­
tracts.

4. March-in rights for public health or safety needs
or for other public purposes. Subparagraph IV. (b) (B)
covers march-in rights for the government to require
granting licenses to the extent that the invention is
!equired for public use by government regulations
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or as may be necessary to fulfill public health
or safety needs, or for other public purposes
stipulated in the applicable contract. The need
to include this sub pa r a g r a ph is well understood.
However, on its surface, it is a potential danger
to an e xclusive licensee that may be planning to
invest substantial risk capital in the development
of an invention. This is particularly appropriate
in inventions in the health field, where very large
sums are expended at risk before first public
marketing. It will be helpful if the IPA can
include an assurance for po t e n t i a l licensees that
this subparagraph is only invoked in rare situations
when certain specified conditions occur.

5. Filing of foreign patent applications. Article VII
a. specifies cer tain time p e r i o d s for filing foreign
patent a pp l i c a t i o ns (note Art~cle VII is mislabeled
as Article VIII). This article also provides that
t he specified periods can be extended if approved
in writing by the agency.

Wh i l e we can comply with paragraph VII (a) , it appears
to be an unnecessary and possibly counterproductive
"overcont rol." It is readily observed that addi­
tional ap.ministrative effort is required both on
the part of the a gency and the institution t o follow
both the arbitr~ry periods of VII (a) and actual bar
dates. The requirements, intended to administratively
insure f o r e ign filing dates are not missed, may possibly
be self-defeating of that goal because an institution's
licensing officer may be -lulled into o verlooking the
need to take into account many other timing consi­
derations with respect to a foreign filing program
than indicated in these paragraphs. For exa mp l e , if
publication has occurred, and the u.s. patent a pp l i ­
cation is not filed until a fter such pub l i c a t i o n , an
institution still can obtain patent protection in
West Germany and Japan if they file within six mo n t h s
of the publication. Other fa~tors also come-Into play
such as the need to obtain an export control license
before filing a b r o a d in certain cases, such as filing
in Japan a fter p ublication but less than six months
after the u.s. filing.

As a further observation, in a dynamic licensing
program of undeveloped technology of uncertain value,
mo r e o ft en than not corresponding foreign patent
~pplications are fil ed after 8 months from the date
of the u.S. application. VII (a) then requires both

--- - - - - - - - - - _ .--- - _ .. . ._--. -
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the agenci and the institution to set up pro­
cedures to follow artificial dates, to request
and i ssue approvals for variations from those
artificial dates. Economic forces and practical
considerations will drive filing before bars,
not arbitrary time periods. We reco~~end that
subparagraph VII(a) end after the word "regulations"
in line 5. (It is observed Article VI which covers
filing of domestic patent applications could
similarly be shortened for similar reasons.)

In regard to subparagraph VII (b) , we reconunend,
to reduce administrative burdens upon both the
agency and the institution, that rather than notify
the a gency after filing of each foreign patent
application, that data regarding foreign appli­
cations filed be included in the annual report.

6. Approval to 'license. Subparagraph IX(f) prohibits
the granting o f licenses to certain persons or
organizations who have been involved with research
leading to the invention, even on a nOh-exclusive
basis, except after organizations which have no
involve ment decline to license. Rather than having
the three criteria indicated in that pa~agraph

t r e a t e d as prohibitions, the IPA should enco~rage

institut~ons to make arrangements me~ting one or
more of the criteria, and on an exclusive basis.

The critical ingredient to any transaction which
. will transfer a research advance to a product
available to the public, , i n our free enterprise
system, is economic incentive. It is apparently
perceived a conflict of interest wi l l exist if an
individual or organization associated with an
invention conceived under government sponsored
research becomes motivated by economic factors,
and this result will be contrary to the public
interest. Clearly, if gove rrtme n t funds are di­
verted from a grant or contract to private pockets,
this economic motivation is both corrupt and con­
trary to the public interest. But being motivated
to make money by investing effort and capital at
considerable risk in development of a research
advance to a product, and then succeeding in ma k i ng
that money (in spite of well known odds against such
success) appears both appropriate to our economic
system and very much in the public interest.

We also note IX(f) will prohibit licensing by
Stanford to Hewlett Packard, Varian and many
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more companies because of our clear role as
"promoter, organizer, or financi er" in those
companies (unless other companies in their
markets all decline to license). In addition,
it is not clear if the definition of "financier"
extends to companies represented by investments
of our endowment.

The challenge to the ad hoc subcommittee is to
develop mechanisms to achieve the goal of early
and broad transfer of research findings under
government financed research to public use and
benefit. The subcommittee has chosen the free
enterprise system in lieu of the option of govern­
ment development or the option to do nothing.
Subparagraph IX(f) is in direct contradiction ·
to the correct decision of the subcommittee and
to the achievement of its goal. It is ironically
also in direct contradiction to programs of the
Na t i on a l Science Foundation-Research Applied to
National Needs and the Small Business Administration.
We strongly recoIDIDend that subparagraph IX(f) be
deleted in its entirety.

The key to successful implementation of ·the IPA will be both
the process of selection of institutions eligible for the IPA
and the provision· for termination on 30 days notice for con­
ve n i e n c e . Thus, if an institution performs incompetently
(habitually mi s s i n g bar dates, for example) or abrogates IPA
provisions in letter or spirit, the IPA can be promptly termi­
nated. The funds saved by reducing government administration
could beneficially be utilized to.improve licensing programs
of the institutions--but not the point of removing the risk
from their risk/reward equation.

We appreciate the opportunity to have been able to comment on
the proposed IPA with educational and non-profit institutions.
If amplification of the foregoing comments will be helpful,
or if there ~re any questions, we will be pleased to cooperate.

Very truly yours,

//2~J~~
Niels J. ~mers .
Manager, Technology Licensing

cc: Norman Latker, DHEW
David Eden, Dept. of Commerce
Urban Faubion, Stanford Research Institute
Howard Bremer, Wisconsin Alumni Research Foundation
Philip Sperber, Cavitron Corp.
Norman Jacobs, Arnicon Corp.
Clive Liston, Stanford University

NJR:sh



·COUNCll OF DEfENSE AND SPACE INDUSTRY ASSOCIATIONS (CODSIA) .
2001 Eye Street, N.W.

Washington, D.C. 20006

•
(202) 659-9037

14 September 1976

Mr. Philip G. Read
Director, Federal Procurement Regulations
General Services Administration
Federal Supply Service
Washington, D. C. 20406

Dear Mr. Read:

The me mber associations of the Council of Defense and
Space Industry Associations (CODSIA) appreciated the opportunity
provi ded in your l etter of 3 August 1976 to comment on a proposed
amendment t o t he FPR deal i ng with Institutional Patent Agreements
with educat ional and other . non-profi t institutions having a technology
t rans fe r program meet i ng speci fied criteria. However, in this instance,
the member ass oci ations of COOSIA will not be submitting coordinated
comments through COOSIA.

It may be t hat one or more of the member associ at i ons might
submit separate comments directly to you.

Sincerely,

~/f~~ c: y~~/#~
George E. Youngblood ­
Administrative Officer

GEYjm
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