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Memorandum

To: Leg. Legal

From: Vanessa Tondini, Committee Aide
House Judiciary Committee

D ate: March 22, 2005

Re: CS Request

Please create a final draft House Judiciary Committee Substitute for work order # 24-LS0344M,
HB 92, incorporating the attached amendment. The bill was passed out of committee today.

If you have any questions, please call me at 4990.
Thank you!

The information attached to this memo is CONFIDENTIAL an/or privileged. It is intended to be reviewed initially by
only the individual named above. If the reader of this Memorandum is not the intended recipient or a representative of the
f ;1 recipient, you are hereby notified that any review, dissemination, or copying of the information contained herein is
irch.bited. If you have received this in error, please immediately notify the sender by telephone and return this to the

s<\ tier at the above address.
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IOUSE COMMITTEE REPa

(1)
Date Referred to Committez: Appiillib§ 22005 FURTHER REFERRALS:

Date of Committee Actionft

The JUDICIARY Committee considered: HB 92

HOUSE BILL NO. 92 UNIVERSITY OF ALASKA AND CORPORATIONS

"An Act relating to the purchase of interests in corporations, including limited liability compares, by the
University of Alaska."

Recommends it be replaced with [ JHCS or [RI CS for
For Senate Bills with new title: [ ] Technical Title [ ] New Title: HCR [ J Same Title ty<J New Title

[ ] attach amendments
[ ] add new referral to. Committee
[ ] Letter of Intent Committee

Listof NEW FISCAL NOTES PREVIOUS 11SCAL NOTES

Abbrev
for +Assigned by ChiefClerk's Office

Depis.: List by Dept(s): ¢FEN# Fiscal Indet. Zero

ADM UA, 1

List by Dept(s): FN# Fiscal Indet. Zero
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Date Referred to Committee: January 21,2005 FURTHER REFERRALS:

Date of Committee Action: JX Apr—Z&E?S-
The HOUSE SPECIAL COMMITTEE ON EDUCATION considered: HB 92

HOUSE BILL NO. 92 UNIVERSITY OF ALASKA AND CORPORATIONS

"An Act relating to the purchase of interests in corporations, including limited liability companies, by the
University of Alaska."

Recommends it be replaced with [ JHCS or | 1CS for 9 2 (M u_ )
For Senate Bills with new title: [ ] Technical Title [ ] New Title: HCR [ ]1Same Title [*N ew Title

[ ] attach amendments
[ 1 add new referral to Committee
[ ] Letter of Intent Committee
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:
2005 LEGISLATIVE SESSION Bill Version: CSHB 92(EDU)
(H) Publish Date: 4/18/05
Revision Date.".'ime (Note if correction): Dept. Affected: University of Alaska
itle University of Alaska and Corporations 'RDU
Component
Sponsor Representative Kelly

Requester Component No.

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2010 FY 2011
Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures

Grants & Claims

TOTAL OPERATING
CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Type~Do not abDreviate)

TOTAL

Estimate of any current year (FY2005) cost:
Mark this box ( X) if funding for this bill is included in the Governor s FY 2006 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)
The bill limits the universitys' legal liability to the amount Ihat the university invested into a separate

corporation for the purpose of advancing the public purpose of the university. This bill would create no
additional cost for the University.

Phone 450-8191
Date/Time 4/15/05 1:53 PM

Date 4/15/2005CS

Prepared by. Pat Pitney
Division University of Alaska

Approved by: Pat pitney
Agency University of Alaska

(Revised 12/2003 0MB) Pagelo0f_1 _



SPIN-OFF COMPANY MODELS FOR UNIVERSITIES: Hands Off, Hands On, or Lp-to-
Your-Neck

Prepared by:
K. Diane McLean
Director, Intellectual Property & Licensing
Deputy Director, O ffice of Sponsored Programs
University of Alaska Fairbanks

Universities that are able to accept equity in start-up businesses, usually accept the equity in lieu
of up-front licensing fees. Most universities have policies dictating whether or not the university
will accept a seat on the start-up's board and define triggers are for stock divestiture. Many
universities try to hold the stock for as short a time as is reasonable. The desired technology is
licensed to the start-up for reasonable commercial terms. Sometimes the inventing faculty
member is given a leave of absence during the new business' startup phase. Agreements are often

made that allow the start-up access to university facilities.

There are typically three approaches used by universities to spin-off companies: Hands Off (U.
of Washington uses this one.), Hands On, or the Up-to-Your-Neck approach. The Hands

off Approach requires the faculty member to develop his/her own business plan, find venture
funding and pay all other start-up costs. The university negotiates with a representative of the
company (not the faculty member to avoid conflict of interest) for the technology license.
Typically, the deal has a low or no up-front fee that is balanced by higher than usual royalties
down the road and the university receiving equity in lieu of the up-front money. In that case, the
university's costs are the patenting and maintenance fee payments while waiting on a royalty

stream to begin.

With the Hands on Approach the university may review the faculty member's business plan, go
with them to help acquire venture capital, and maybe provide a little funding. Otherwise it would

be the same as the Hands Off Approach.

With the Up-to-Your-Neck approach the university puts together the business management team
or provides a business incubator. The university provides substantial funding and other start-up

support for the business.

Typically universities that regularly enter into start-ups or have ownership in other corporations
use a research foundation/corporation as the intermediary. These foundations come in all sorts of
flavors. Some universities run all their research awards through the foundation. Others use the
foundation to handle IP, development and entrepreneurial activities, etc.

Universities that handle start-ups thoughtfully arid well attract high energy, innovative faculty
who, in turn, attract top-notch students. (Students often tend to settle near communities where
they attended school.) Start-ups can provide training grounds for students and valuable
collaborators for university faculty, as well as economic development opportunities. There are a

number of successful models for handling start-ups.
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Solutions in Governors'
State of the State Messages
Bridge Party Lines

By Laurie Clewett

cconding to the pundits, the
United State: > a nation divided:
it's the ‘reds” versuj the "blues";
the tax-and-spend. big-govem-
ment liberals versus tf a lax-
cuttin.’j, ;mall-govemmei t

conservatives.

The reality, however is that governing jr. the 2ist
century— e? * daily governing at the state level—
requires leaders who are willing to let go of traditional
stereotypes in order to help move their communities
forward. Despite some ideological differences, the
nation's governors— Democrats and Republicans
alike— face similar challenges as they try to adapt state
government to the realities of a rapidly changing
world. And, to a la'ge extent they are turning to

similar strategies and solutions.
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DIVISION OF LEGAL AND RESEARCH SERVICES
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(907) 465-3867 or 465-2450 STATE OF ALASKA State Capitol
FAX (907) 465-2029 Juneau, Alaska 99801-1182
ueliveries to: 129 6th St., Rm. 329

Mail Stop 3101
MEMORANDI'M January 13, 2005

SUBJECT: Bill relating to University of Alaska's relationships with other
corporations (Work Oruer No. 24-LS0344YA)

TO: Representative Mike Kelly
Attn: Heath
FROM Theresa Bannister

Legislative Counsel

This memo accompanies the bill described above.

1. Issues. I have not found any obvious constitutional problems with the bill's provisions
as long as the purchase of the shares or the membership is for a public puipose of the
University (as required in the bill). Under art. I1X, sec. 6, of the state's constitution, public
money may only be transferred for a public purpose. Whether a public purpose is being
served must be decided as each case arises and in the light of the particular facts and
circumstances of each case.1 And the test for public purpose depends on the character of
the use to which the property will be put, not on the nature of the entity that will handle
the property.2 With regard to for-profit corporations, purchasing shares as an investment
may serve the public purpose of preserving and increasing state money, but purchasing
shares to achieve a commercial purpose of the corporation could be questionable unless
the commercial purpose also achieved a public purpose.

Th bill handles the potential conflict with other statutes causes by limiting the
University's liability by removing the applicability of those statutes. This is done by the

"notwithstanding™ clause.

2. Corporations covered. The work order did not indicate which corporations it applies
With regard to for-profit corporations, did you have

to beyond the two broad categories.
With regard to

in mind corporations from other states or limited liability companies?
nonprofit corporations, did you have in mind corporations from other states, and did you
want the corporation to be qualified as a nonprofit corporation under federal tax laws?

If I can be of further assistance, please advise.

TLB.med
05-027.med

Enclosure

1DeArmond v. Alaska State Dev. Corp.. 376 P.2d 717, 721 (Alaska 1962).
2See Lien v. City of Ketchikan. 383 P.2d 721, 722 (Alaska 1963).
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April 11,2005

The Honorable Mark Neuman
Chair, House Education Committee
House ofRepresencatives, State Capitol

Juneau, Alaska 99801-1182

Dear Representative Neuman:

Thank you for hearing HB 92 in committee last week. | understand y™>uhave some concerns regarding
this bill and have asked how importantit is to the university.

Actually, this bill is very important, particularly in light ofthe univen ity’s reenergized mission to make
research a viable industry in Alaska. | an sure you are aware ofthe r xent successes UA has had in
attracting outside private and public money to the state. In fact, research now provides Alaska with over

2,300 job9 and an $80 million per year payroll.

Outside entities are beginning to recognize the unique advantages Alrjska possesses for a myriad of
research interest DA is seeing rapid growth in research dollars far a eiything from biomedical research

to electronic miniaturization.

Research is often an entrepreneurial enterprise and researchers throughout the United States are often
given the opportunity to profit from their area of expertise. Universities often join with their faculty to
help incubate potential enterprises that may come from the intellectual endeavors of their researchers.
Unfortunately, Alaska’s indemnity laws are cumbersome in this regarji and it would leave the university
over exposed to law suits for those who may be in search ofdeep pockets.

I was told there were questions in committee regarding safeguards to ceep die university from entering
into unwise investments. This is an excellent point, and | would like o assure you that any investments
die university makes must pass approval from the sponsoring campus tbe univerrty president, and the
eleven member board ofregents who deliberate through a public proc :ss

| believe this bill is clearly in the best interest ofthe state of Alaska e: pecially as we move closer to the
exciting economic opportunities of the 21* century. Thatis why I respectfully requestyour support for

Representative Kelly's bill.

Sincerely,

:R. Hamilton
sident

MRH/pc

co: Representative MDce Kelly
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MEMORANDUM

DATE: 6 April 2005

TO: House Education Committee, Chair Mark Neuman

FROM: Craig Dorman, Vice President for Research and Academic Affairs,
University of Alaska Statewide System

RE: Comments re HB92 from

Thank you for the opportunity to testify briefly last evening on the proposed
change to AS 14.40.458, University Corporate Relations. Per your request, | will

briefly reiterate my points:

The authorization requested is limited to ownership of stock, or membership in a
corporation, that would “advance the mission of the University of Alaska,
pursuant to the policies of the Board of Regents”. Thus, such ownership or
membership would be undertaken only to advance the instructional and research
responsibilities of the university, and not principally as a money-making

enterprise.

The motivation for participation in ownership of a corporation derives basically
from PL- 96-517 of 1980 (and amendments in PL 98-620 of 1984), commonly
referred to as the Bayh-Dole Act. This Act permits universities to elect
ownership of inventions made under federal funding, and to become directly
involved in the commercialization process. In the quarter century since its
enactment, this Act has fundamentally changed university-industrial
relationships, and has resulted in the introduction of many new technologies into
public use. While there are a variety of ways that universities can transfer their
technology to industry, the incubation of new small businesses has proven very
successful in enhancing local, state and national economic development,
particularly in the vicinity of university campuses. As part of that incubation
process, universities may encourage and even assist their faculty to take an
equity interest in bringing one of their inventions or ideas into public use; and
since under Bayh-Dole the ownership of the invention accures to the university
(wit™ sharing rights as detailed in the testimony of Judge Greene), universities
may (and many do) elect to invest their non-general fund resources to encourage
such activity. AIl such arrangements are conducted as business arrangements
with full review by University General Counsel, and the proposed provision in
AS 14.40 seeks to limit the University’s liability to the obligations specified in

those agreements.

The university is seeking this provision at this time because of recently enhanced
emphasis on support of state needs, and in particular our interest in supporting
diversified economic development in the state. As | have stated in earlier
testimony to the House and Senate Finance Committees, nationally, industry
conducts 70% of R&D, and universities conduct 14%. In Alaska, UA conducts



55% of R&D. and industries only 10%. This disparity suggests the need for even
greater diligence on the part of UA than is typical for universities, in taking an
active role in the development and incubation of new business. Recent actions to
this end include both external and internal reviews of our technology transfer
procedures, the formation of the Business Enterprise Institute (BEI) at the
College of Business and Public Policy at UAA, the establishment of the Office of
Electronic Miniaturization and search for a Vice Chancellor for Research and
Economic Development at UAF, and UAF collaboration with local groups in
Fairbanks in the establishment of the “NanookTech Technology Accelerator”.

BEI and NanookTech are examples of entities that may evolve into non-profit
corporations in which the university may wish to participate. As with stock
ownership, the intent of the proposed change to AS 14.40 is to limit the
university’s liability to those obligations to which it explicitly agrees as a
condition of its membership. Another example, which | briefly mentioned during
my oral testimony, is the Alaska Ocean Observing System (AOOS), one of a
number of such regional systems around the U.S., as recommended by the U.S.
Commission on Ocean Policy. AOQOS is designed to support safety of life at sea,
improved weather forecasting, fisheries, and safety of marine transportation, and
the University has played a leading role in its establishment and development.
As AOOS and the associated national associations and federal funding
mechanisms mature, it will likely become a 501(c)(3) corporation, and again the
University would like to be able to continue to participate without the fear of
liability reaching beyond its explicit obligations as a member.



SPECIALCOMMITTEE ON EDUCATION
REP. NEUMAN, CHAIR

CONTINUED TESTIMONY OF MARY E. GREENE
ASSOCIATE GENERAL COUNSEL
UNIVERSITY OF ALASKA

lappreciate the opportunity to present a fuller explanation of some of the questions posed
by members to me during the meeting held April 5, 2005, at 5:30 p.m.

One of the questions raised concerned why the University of Alaska should be treated
differently than other corporations. There are several reasons. First, unlike most
corporations, the University is a constitutional coiporation created in Article VI, section
2 of the Alaska Constitution. That makes the University a part of the state unlike other
corporations. The property of the State and me University is owned by the people of
Alaska, not by a few shareholders. The University’s mission is to serve the public
interest, not provide dividends to investors like other corporations. Public money and
public assets would be tapped if a plaintiff was able to pierce the corporate veil and reach
University assets in addition to the money the University invested as a shareholder.

The effort of the University to avoid potential liability beyond those funds it voluntarily
invests in a corporation is very much like the state’s actions when it creates a state
corporation or authority and refuses to pledge the credit of the state. That says to
creditors of the authority or state corporation that they can only look to the assets the
legislature has placed in the authority or corporation to pay the debts of the authority or
corporation. The legislature has frequently used this tool to protect state assets while at
the same time promote economic development or create a service that serves the public
interest. For example, the legislature refused to pledge the credit of the state in the
creation of the Alaska Railroad Coiporation (AS 42.40.690), the Alaska Housing Finance
Corporation (AS 18.56.170), corporations organized under the Business and Industrial
Development Corporation Act (AS 10.10.190), the Alaska Student Loan Corporation
(AS 14.42.260), the Alaska Medical Facility Authority (AS 18.26.150), Regional
Electrical Authorities (AS 18.57.110), the Knik Arm Bridge and Toll Authority (bonds)
(AS 19.75.241), state and municipal port authorities (AS 29.35.640), Regional Resource
Development Authorities (bonds) (AS 30.13.090), Adak Reuse Authority (bonds) (AS
30.17.240), the Alaska Natural Gas Development Authority (AS 41.41.400), Alaska
Energy Authority (bonds) (AS 44.83.130), the Alaska Municipal Bond Bank Authority
(bonds and notes) (AS 44.85.130), and the Alaska Industrial Development and Export
Authority (bonds) (AS 44.88.120). HB 92, if enacted, would do no more for University
investments than the legislature has done is these instances. It would allow the
University to voluntarily invest funds where the Board of Regents authorizes the
investment AND the investment advances a public purpose. Those voluntarily invested
funds would, of course, not be protected. They wouid be available for the payment of the
corporation’s debts. But a clever plaintiff would not be able to go beyond that



corporation’s assets to the other assets of the University. That is, the University would
not have to pledge its credit by investing in a project that advances a public purpose.

If granted this protection, the University could help its faculty develop their research
ideas into marketable goods and promote the economic development of Alaska. It could
participate in worthwhile non-profit corporations that meet a public purpose. It could do
so without risking the public’s money that is invested in the University.

Thank you.
Mary E. Greene
Associate General Counsel



UNIVERSITY OF ALASKA

RULES REGARDING PATENTS

How patents and royalties are allocated depends on whether the inventor belongs to a
union and how the invention was created, i.e., with University resources, independently,
or with University sponsorship. This summarizes the various rules.

United Academics members:
For a faculty member who is a member of the United Academics union (almost all

faculty researchers in the University fall within this category):

» If the faculty member creates the invention independently without use of
University resources or time, the faculty member will own the patent and has the
right to determine the disposition of the invention and the royalties paid. The
faculty member and the President may agree that the patent may be pursued by
the University and the net proceeds shared

e If the faculty has used University support in creating the invention, the patent
belongs to the University and the net proceeds after deduction of expenses to
obtain the patent and to market the invention are shared under this formula:

Total Net Proceeds  To Inventor To department To UA
First $10,000 100% 0 0
$10,001-19,999 80% 20% 0
$20,000-250,000 40% 25% 35%
$250,000 + 20% 20% 60%

ACCFT members and UA staff:
The rules for patent ownership for faculty members of the ACCFT union and University

staff employees follow:

* If the faculty member or employee creates the invention independently of the
University, the creator owns the patent.

. If there is use of University resources or grant funds and contracts obtained by
the University, the patent is owned by the University. The royalties for the
patents owned by the University are shared with the inventor under this formula:

Total Net Royalty Per Inventor's University
Invention Share Share
First $10,000 100% 0%

>$10,000 50% 50%



Exceptions:

The University may not share the proceeds under either formula if there are restrictions
placed on the money that was used to create the invention, such as requirements of grants

or third party contracts.
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THE FIRST TWO DECADES OF THE BAYH-DOLE ACT AS PUBLIC POLICY

by Howard W. Bremer.
November 11, 2001

At the outset it is interesting to note that the length of time the Bayh-Dole Act
has been in effect is now the approximate time that it took to achieve its

passage.

This presentation is given in the context of a plaque affixed near the entrance to
the National Archives in Washington, D.C. The plaque reads:

"the heritage of the past is the seed that brings forth the harvest of all the future"

Today, we are witnessing 20 years of living with the Bayh-Dole Act and, |
believe, can truly celebrate the technology transfer harvest that sprang from the
seeds of efforts to revise government patent policies.

Whereas, technology transfer, as we know it today was little understood or
practiced 20 years ago, it is now a recognized profession both within and
outside of the university community. Of all the controversial subjects which have
been addressed by members of Congress and discussed by newspaper editors
and columnists over the years none appears to be less understood than the
allocation and disposition of rights to inventions arising from government-funded
research and development. In addition, the U.S. patent system has always
seemed to be mysterious to the lay public as well as its duly elected
representatives. In the words of Howard Markey, Chief Judge of the Court of
Appeals for the Federal Circuit ...."no institution has done so much for so many
with so little public and judicial understanding as has the American patent
system." That dichotomy on disposition of rights to invention- and the lack of
understanding of the operation and contribution of the patent system to the

benefit of the public persists today.
What were the origins of technology transfer and the Bayh-Dole Act?

PRESENTATION TO NATIONAL ASSOCIATION OF STATE UNIVERSITIES
AND LAND GRANT COLLEGES
Nov. 11,2001
Washington, D.C.

I. Concept

Technology Transfer— the transfer of research results from universities to the
commercial sector— is closely linked to fundamental research activities in United

States universities, and, now, globally.

The concept is said to have its origin in a report entitled “Science— The Endless
Frontier" which was written by Vannevar Bush for the President of the United
States in 1945. At that time the success of various projects had demonstrated
the importance of university-conducted research to the national defense effort.

http://www.nasulgc.org/COTT/Bayh-Dohl/Bremer_speech.htm
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Vannevar Bush, however, recognized the value of university research as a
means for enhancing the economy by increasing the flow of knowledge to be
used by industry through support of basic science.

Dr. Bush’s report became instrumental in providing a substantial and continuing
increase in funding of basic research by the federal government. It stimulated
the formation of the National Institutes of Health (NIH), the National Science
Foundation (NSF), and the Office of Naval Research (ONR). Because of the
success of these and other governmental agencies in utilizing universities to
conduct research, the funding of basic research is now considered to be a vital

role of the federal government.

Il. Technology Transfer Defined

Long before the Vannevar Bush concept, but without federal support for their
research efforts, United States universities had been engaged in the transfer of
technology, although that specific term may not have been applied to their

activities.

Their greatest technology transfer efforts have probably been expended in
preparing papers on research results for publication in scientific journals.
Another area involves the activities of the Extension Services, particularly the
Agricultural Extension Services, which communicates a great variety of useful
information, largely . 'chnical, but also in social and economic fields, to many

users, both rural and urban.

Another area of communication of information lies in the continuing education
programs, e.g. in law, medicine, pharmacy, engineering, to keep professionals
in those fields abreast of the latest developments.

Technical consultantships provide technology transfer in both directions— the
consultant imparts information to whomever is engaging him while the
consultant, in turn, can expect some professional enrichment from that activity.

Still another means for transferring technology is by making a tangible product
of research available to others with or without a view toward commercialization.
For example, seedling plants for propagation by others, appropriate fragments
of tissue for tissue culture, cell lines, hybridomas, and seeds as well as
mechanical or electronic prototypes and computer programs.

Thus, technology transfer occurs in many ways— through writings, the simple
spoken word, the physical transfer of a tangible product of research or through
the relative complexity of an intellectual property licensing program.

Although all of these forms of technology transfer have been and are being
practiced today in the university sector in the United States and now many other
countries the focus of this presentation is upon the transfer of technology as
represented by the transfer of a property right as the result of ownership of the
intellectual property generated during the conduct of research. Such ownership
may be manifested by patents, copyrights, trademarks, trade secrets or a
proprietary right in the tangible products of research.

lll. Intellectual Property

A. Constitutional Basis

The fundamental basis for the university technology transfer programs in the

http://www.nasulgc.org/COTT/Bayh-Dohl/Bremer_speech.htm
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United States lies in the Constitution of the United States in the language of
Article 1, Section 8 of that document:

The Congress shall have Power— To
promote the Progress of Science and
useful arts, by securing for limited
Times to Authors and Inventors the
exclusive Right to their respecting
Writings and Discoveries."

Under this specific power the present patent statute, Title 35 of the United
States Code (35 U.S.C.) was enacted. It is significant that the face of a U.S.
patent document contains the following statement:

"— these Letters Patent are to grant
unto the said claimant(s)— the right to
exclude others from making, using, or
selling the said invention throughout
the United States."

and that 35 U.S.C. 261 characterises this right to exclude as a property right.
The technology transfer function is in great pa t based upon the recognition of
and the specific provision for that very special property right.

B. Nature of University Research

The universities were, of course, organized as teaching institutions with any
research conducted being directed to that end. Little thought or impetus was
given to the transfer of the results of that research to the public other than
through the academically acceptable route of publication in scientific journals. In
fact, a researcher who accepted corporate support was thought by his academic
colleagues to have been diverted from his basic research to serve corporate
interests. The perception then was because the researcher had accepted
corporate money his research would no longer be directed to the seeking of new
knowledge but by the money-driven need to solve current problems in the real
world, even to the development of products and processes to a market-ready
condition.

That was the prevailing attitude at the University of Wisconsin when, in 1924, it
was suggested that a plan be developed to make use of patentable inventions
generated by faculty members which would:

(1) protect the intellectual property of the individual taking out the
patent;

(2) insure proper use of the patent; and at the same time

(3) bring financial help to the University to aid in its further
research efforts.

The fears that the implementation of such a plan would divert the university
researcher from his basic research did not materialize. There was no great rush
toward patenting; there was no mass movement toward applied research tied
directly to product development; nor was there any pronounced change in the
researchers’ attitudes. University research then, as now, remained essentially
basic in character and directed primarily to the seeking of new knowledge.

The generation of inventions is almost never the main objective of basic
research. If inventions do flow from that research activity, it is a largely fortuitous
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happening that takes place because the researcher, or perhaps, an associate,
has the ability to see some special relationship between his scholarly work
product and the public need. It is from the recognition of this connection, which
can convert a discovery or invention into a patentable invention, that innovation

arises.

It was not too many years ago that there was little appreciation of the value of
intellectual property generated during the course of research be .ig conducted
on the university campus or of the value of that intellectual property to the
university if properly transferred to the private sector for development and
marketing through appropriate arrangements. In fact, on numbers of campuses
those activities would have even been unwelcome as an incursion into
academic pursuits as was the early experience at Wisconsin. Nevertheless,
prior to the legislative initiatives under which, today, most universities engage in
the protection and licensing of intellectual property, several universities and
organizations carried out such practices with the attendant opportunity to
generate funds to aid in supporting research effo-ts. Prominent among such
institutions were the University of California, lowa Sate University, Battelle
Development Corporation, Research Corporation, which represented a number
of univers ities and the University of Wisconsin through its patent management
organizaton the Wisconsin Alumni Research Foundation established in 1925.

C. The Government Vector

During the early history of the United States very little technical development
work was done by the Government and therefore, as a practical matter, the
question of the Government owning a patent never arose. Gradually, federal
agencies begun to undertake the practice! kind of development work which led
to inventions. Since prior tc World War Il almost all Government-financed
research and development work was conducted in federal laboratories by full-
time Government employees, there was a small but recurring problem of what to
do with inventions resulting from such work— inventions which, if made by
private parties, would have become the subject of patent applications.

This situation changed rapidly during and after World War Il when the
technol.gical demands imposed by more and more sophisticated military
requirements, as well as the increasing complexity of support services, made it
quickly evident that there were not sufficient resources within the Government to
undertake .dl the scientific projects necessary to a winning war effort. The
absolute necessity to utilize the best technical ability available, regardless of its
locus, spawned a rapid proliferation of Government-sponsored and -funded
research and development contracts.

The proper disposition of rights to patents resulting from this work was
theoretically as important then as now but was never seriously addressed as a

major problem because of the exigencies of wartime needs.

The basic issue was whether the Government should always take the
commercial rights to patentable inventions generated under a Government-
sponsored contract or from Government-funded research or whether such rights
would be better left with the contractor or grant recipient to permit utilizing the
patent system for transferring the technology developed to the public sector for

its use and benefit.

Post World War |l the rapid technological strides made under the impetus of a
wartime fooling and the obvious necessity for continuing technological
superiority, at least in defense-oriented efforts, made it imperative to continue to
provide public support for science. Nor was this support limited to the military.
For example, in 1950 Congress finally provided an annual budget of $15 million
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for the National Science Foundation to conduct basic scientific research at
universities.

During this same period, hundreds of millions of dollars were appropriated by
the Government in the area of medical research in the beginnings of an all-out

attack on disease.

With the rapid expansion of scientific projects being undertaken and supported
by the Government, the samo shortage of technical ability and facilities
continued to prevail as had been experienced under the pressures of Wcrld War

Il. Since the Government could not do all the necessary work in its own facilities,

qualified private companies, universities and nonprofit organizations were
sought out to perform many of the programs through contractual arrangements.
In each arrangement, the same old problem of ownership of patent rights
existed but was seldom, if ever, directly addressed. In the case of universities
and other non-profit organizations, few were engaged at the time in patenting
the results of research and in technology transfer activities. Since one of the
prime objectives of such an institution was to support its respective research
efforts and since the government was a ready source of funds for supporting
such efforts, the prevailing attitude was simply to accept the readily available
government support with little thought being given to the underlying property
rights and the value of those rights in the long term.

The Government itself had not developed a uniform patent policy for all of its
agencies regarding the disposition of rights in intellectual property generated
during the course of research supported by those agencies. In fact, there was
no existing statutory authority which gave the agencies the right to hold patents
or license technology. Such acts were viewed as objectives of the agency
mission. Consequently, each governmental agency which supported a research
and/or development effort, through either or both of contractual or grant
arrangements, developed its own policy. The ultimate result was that many and
varied policies evolved to the point that there were some 26 different agency
policies. Also, since to support a given research project, funds from different
agencies were often co-mingled within universities, the most restrictive agency

policy became the controlling policy.

Operating under the various agency policies, the Government had accumulated
in its patent portfolio about 30,000 patents of which only about 5% had been
licensed to industry with an even smaller percentage reflected in products or
processes in commercial use. Thus, with the Government, as represented by its
agencies, adopting, in general, a non-exclusive licensing policy the experience
of licensing Government-owned patent had without question been one of non-
use of the technology. For example, in 1978 the National Aeronautics and
Space Administration (NASA) reported that through 1978 it had had 31,357
contractor inventions reported to it. Of those, title had been waived to the
contractor in 1,254 case.;, or less than 4%. The results of NASA's own licensing
program were said to have been disappointing representing a commercialization
rate of less man 1%. In contrast, the rate of commercialization of the waived
inventions was consistently in the 18-20% range. Therefore, the intended
benefits which were to flow to the public in the form of new products and
processes as a result of federal support of research both within the government
itself and in the university sector were left unrealized.

Moreover, under the agency policies then in place, Government ownership of a
patent was in a sense an anomaly. The patent system was created as an
incentive to invent, develop, and exploit new technology to promote science and
useful arts for the benefit of the public. When the government held title to those
many inventions under the policy that the inventions should be freely available
to all, much the same as if the invention had been disclosed in a publication, the
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patent system could not operate in the manr.er in which it was intended. The
incentive inherent in the right to exclude conferred upon the private owner of the
patent, and which is the inducement to development efforts necessary to the
marketing of new products or the use of new processes, was simply not
available. What is available to everyone is of interest to no one.

The ineffectiveness and inadvisability of such agency policies and their adverse
effect on the public benefit should have been apparent.

D. Government Policy—Move Towards Uniformity

In 1963, Jerome Weisnher, President Kennedy’s Science Advisor, recognized a
need for some guidelines to effect a more uniform Government policy toward
inventions and patents on a Government-wide basis. The results of Dr.
Weisner's study culminated in the Policy Statement issued on October 10,1963
by President Kennedy to establish Government-wide objectives and criteria,
subject to existing statutory requirements, for the allocation of rights to
inventions as between the Government and its contractors, which would best
serve the overall public interest while encouraging development and utilization

of the inventions.

The ensuing studies and experience culminated in the issuance of a revised

Statement of Government Patent Policy by President Nixon on August 23,1971.

The thrust of that statement was:

A single presumption of ownership of patont rights to
government-sponsored inventions either in the
government or its contractors is not a satisfactory
basis for government patent policy and, that a
flexible, government-wide policy best serves the
public interest.

The considerations basic to the Statement of Government Patent Policy were
the following:

(1) The Government expends large sums for the conduct of
research and development which results in a considerable number

of inventions and discoveries.

(?) The inventions in scientific and technological fields resulting
from work performed under Government contracts constitute a

valuable national resource.

(3) The use and practice of these inventions and discoveries
should stimulate inventors, meet the needs of the government,
recognize the equities of the contractor, and serve the public

interest.

(4) The public interest in a dynamic and effment economy requires
that efforts be made to encourage the expeditious development
and civilian use of these inventions. Both the need for incentives to
draw forth private initiatives to this end, and the need to promote
healthy competition in industry must be weighed in the disposition
of patent rights under government contracts. Where the contractor
acquires exclusive rights, he remains subject to the provisions of

the antitrust laws.

(5) The public interest is also served by sharing of benefits of

http://www.nasulgc.org/COTT/Bayh-Dohl/Bremer_speech._htm

Page 6 of

4/11/2005


http://www.nasulgc.org/COTT/Bayh-Dohl/Bremer_speech.htm

inajulol oremer apeecn

Government-financed research and development with foreign
countries to a degree consistent with our international programs

and with the objectives of U.S. foreign policy.

(6) There is growing importance attaching to the acquisition r
foreign patent rights in furtherance of the interest of U.S. industry

and the Government.

(7) The prudent administration of Government research and
development calls for a Government-wide policy on the disposition
of inve *ions made under Government contracts. The policy must
recognize the need for flexibility to accommodate special

situations.

Although there is evidence that the guidelines did bring the patent practices of
the Agencies into greater harmony, divergent policies still existed and there was
a strong presumption, if not evidence, in terms of the transfer of technology to
the public sector, that the more restrictive the policy of the Agency, i.e. the more
an Agency was inclined to take title to inventions and patents generated under
its funding, the less was the likelihood that the technology would be transferred

for the public benefit.

e Institutional Patent Agreements

During the period from 1963 to 1971, while experience with the Weisner-
Kennedy effort was being gained, further efforts were being made to persuade
several federal agencies, specifically the Department of Health, Education and
Welfare (now Health and Human Services [HHS]) and the National Science
Foundation, to enter into Institutional Patent Agreements, (IPAs) with
universities. The policies of both of these agencies permitted a waiver of rights
to the inventions made with their funds (referred to as an 8.2(b) grant of greater
rights). However, on the very few occasions where such a waiver was granted, it
was under such restrictive provisions that it presented an unworkable basis for
transferring technology to the private sector. No commercial firm was willing,
under the conditions imposed under many of the waivers, to risk the expenditure

of the necessary development funds.

Subsequently, after five years of negotiation, the then Department of Health,
Education and Welfare, in 1968, issued its first new IPA to the University of
Wisconsin. This was followed in 1973, after another five years of effort, by an
Institutional Patent Agreement between the National Science Foundation and
the University of Wisconsin. The first ever of such agreements with that agency.

That evidence of not only the availability of an IPA, but that those two agencies
would actually grant them, appeared to provide some impetus to universities to
engage in the technology transfer business. Nevertheless, some of the
provisions of the IPAs available from those two agencies were unacceptable
under some universities’ policies, while many other governmental agencies still
clung tenaciously to the policy of taking title to all inventions made with funds

they had supplied.

Fundamental to the success of technology transfer under the IPAs was the
certainty that the universities would be the owner of the inventions made under
those agreements. That factor and, in addition, the ability of universities to grant
exclusive licenses were instrumental to the subsequent willingness of private
sector industry to engage in licensing arrangements with universities that had

IPAs.
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Although limited to two agencies, the NIH and NSF, the IPAs were not only
important as manifesting a change in the attitude of those agencies and
potential licensees but, more importantly, as establishing, through negotiation,
terms and provisions which were earned into and set the tone for the legislative
effort which resulted in the passage of Public Law 96-517, the Patent and
Trademark Law Amendments Act, in 1980 (the Bayh-Dole Act). In fact, that law
is often looked upon as a codification of the terms and provisions of the IPAs.

F. The Bayh-Dole Act

The passage of the Bayh-Dole Act was the reward for almost 20 years of effort
by the non-profit sector to stimulate the transfer of technology through the
vehicle of the patent system. It was the culmination of the many pieces of
legislation introduced over many years that had sought to establish a uniform
patent policy within the government. It should be considered a landmark piece
of legislation in that, after many false starts and unsuccessful efforts it was,

finally, a recognition by Congress:

(1) that imagination and creativity are truly a national resource;

(2) that the patent system is the vehicle which permits *he delivery
of that resource to the public;

(3) that placing the stewaroship of the results of basic research in
the hands of universities and small business is in the public
interest; and, significantly,

(4) that the existing federal patent policy was placing the nation in
peril during a time when intellectual property rights and innovation
were becoming the preferred currency in foreign affairs.

The most significant feature of the Bayh-Dole Act was that it changed the
presumption of title in and to any invention made in whole or in part with the use
of government-supplied funds from the government to the universities.

This was the final step in establishing the strong university-industry connection
which today exists in the United States.

It is also not universally recognized that the Bayh-Dole Act provided, for the very
first time, statutory authority for the Government to apply for, obtain and
maintain patents on inventions in both the United States and foreign countries
and to license those inventions on a non-exclusive, partially exclusive or
exclusive basis. Even where the government contractor (a university or other
non-profit entity or a small business) chooses to retain title to an invention under
the Bayh-Dole Act the government always receives an irrevocable royalty-free
license to practice such invention for governmental purposes. The government
also reserved march-in rights for non-performance. In the face of such
circumstances there is, in reality, a university-industry-government relationship.

IV. The Economic Climate

To more fully appreciate what has evolved through the sequence of events
which has been enumerated, it must be kept in mind that through this period,
the economy of the country as a whole, as well as the economy of each state,
was and still is in transition. Today, universities operate in an economic climate

which:
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(1) is knowledge based— not capital based (although, without
question, availability of capital is a necessity);

(2) is entrepreneurially based— witness the large numbers of new
companies created in recent years:

(3) involves world markets— the international aspect of protection
for intellectual property generated through the research function
must be a consideration;

(4) reflects continuous and often radical technology changes;

(5) is becoming more decentralized— making state and local
options and initiatives more significant;

(6) is an economy of appropriateness not one of scale— i.e.,
merely increasing the size of a production plant will not necessarily
reduce the cost of product or increase its quality;

(7) is increasingly competitive on a global scale— witness the
advent of the European economic community and other

geographic economic blocks.

In view of this continually evolving economic climate, and since new products
arise from new fundamental ideas as well as from new applications of existing
technology, the necessity for supporting research is evident. However, support
of research is not enough. That support must be coupled with a creative
technology transfer capability because inventions are of little value to society
unless and until they are utilized by society. To quote Thomas Edison:

"The value of an idea lies
in the using of it.”

With the passage of the Bayh-Dole Act and, in the same year, the decision of
the United States Supreme Court in the Chakrabarty Case, which stood for the
proposition that merely because something was alive (in that case a bacterium)
it was not precluded from being patentable, along with the evolution of genetic
engineering concepts, the universities were literally propelled into an awareness
of the potential economic value of the technology that was being generated in

their research programs.

Because the government has been and still is the primary source of the funds
supporting the research effort at universities, the passage of the Bayh-Dole Act
permitted the universities to position themselves, through the establishment or
expansion of technology transfer capabilities, to transfer the technology
generated during the course of government-funded research to the public,
generally through the licensing of an industrial partner, for the public’'s use and

benefit— the transfer of a property right.

The patent system is the most viable means for accomplishing the vansfer of
technology since it offers protection to the intellectual property base while at the
same time providing an incentive to the industrial partner because of the right it
conveys to exclude other than the licensee from practicing the invention
patented. Consequently, full and careful consideration must be given to the
making of any policy which will affect the transfer of technology that has been
generated by government-funded research. In addition, careful consideration
must also be given to any proposed changes in patent laws including treaty
accommodations, which could adversely affect technology transfer capabilities.
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The most pertinent question to ask is:

In whose hands will the vestiture of
primary rights to inventions serve to
transfer the inventive technology most
quickly to the public for its use and
benefit?

In the U.S. the answer has been the university-private sector partnership.

In the United States five events, led by the passage of the Bayh-Dole Act,
reshaped government patent policies which, in turn, shaped university
technology transfer as we practice it today.

(1) The passage of the Bayh-Dole Act itself.

(2) The issuance in 1982 by the Office of Management and Budget
(OMB) policy guidance to federal agencies for implementing that

Act.

(3) The issuance of a Presidential Memorandum on Government
Policy under which federal agencies were directed to extend the
terms and provisions of the Bayh-Dole Act to all government

contractors.

(4) The amendment of the Bayh-Dole Act by Public Law 98-620 to
remove some politically-motivated restrictions on exclusive
licensing placed in the original Act (PL96-517).

(5) Publication of rulemaking by the Department of Commerce.
This did not occur until 1987.

Also in this same period, one should not overlook the establishment in 1982 of
the Court of Appeals for the Federal Circuit which, under the able leadership of
Chief Judge Howard Markey, gave further impetus to the value of patents and a
uniformity to their interpretation which put to rest the disparities which existed
among the Judicial Circuits and had led to forum shopping in patent litigation.

These events, led by the passage of the Bayh-Dole Act created the revolution in
university technology transfer.

That reshaping of government patent policies has had a highly significant effect
upon the academic sector because of the extensive federal support for research
carried out in that sector and particularly for basic research. The relative
amounts of research dollars in the university sector by source of those funds
and by the performers of that basic research presents an interesting contrast.

(double-click on graphs to view enlarged versions)
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v. The Impact of the Bayh-Dole Act

How can the practical impact of the Bayh-Dole Act or. university technology
transfer be measured?

liisntiitjofis Il;t\in<! Iinh hnolo<n Iransli'/
Prosirauis Y\}/ S
[
The number of
' '>e institutions engaged
in technology transfer
efforts has increased
dramatically.

Since we are dealing for the most part with the transfer of technology from a
protected base, i.e., patents and other forms of intellectual property protection,
an obvious answer is to look at the change in the number of patents issued to
universities and other non-profit entities, e.g. teaching hospitals, since the
effective date of the Bayh-Dole Act in 1981.

In addition,
because more
institutions have
the technology
transfer programs,
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a greater number
of institutions are
receiving patents.
The growth and
trend lines are
evident. The
university sector
now receives about
3% of all Unitod
States origin
patents issued.

The real measure of technology transfer is not, of course, the number of patents
which the university sector holds, but the amount of technology represented in
and by those patents which has been transferred to the private sector for further
development into products and processes useful to mankind. In a study
conducted in 1989 among executives in various industries, it was shown that a
number of industries relied heavily on research conducted at universities for
new products or for shortening the time necessary to bring a product or process
into commercial use.

Although this was a
study published in
1989 there are no
indicators that this
reliance has changed.
In fact, with the down-
sizing in corporate
Amo. <ca it would not
be at all surprising
that there is greater
reliance on the
university sector.

What has been the licensing experience?

http://www.nasulgc.org/COTT/Bayh-Dohl/Bremer_speech.htm 4/11/2005


http://www.nasulgc.org/COTT/Bayh-Dohl/Bremer_speech.htm

Page 13 of 18

Tho most recent

| .S. ( niviTsih JC jluM)if)i» Z-:iv licensing survey by

the Association of
University
Technology
Managers (AUTM)
shows a continuing
growth in patenting
and licensing
activities by the
university sector. At
the end of fiscal year
1999, the university
sector reported
almost 18,617 active
licenses or options.

*

N M. M

The patenting and
licensing activities are,
of course, based upon
the number of invention
disclosures received
and the patent
applications filed. The
invention disclosures
received have been
increasing every year
and in 1999 reached
12,324.

The numbe of new applications filed, as might be expected, have also
increased year-to year to a total of 5,545 new applications in 1999.

As a result of these patenting and licensing activities, university and hospital
(teaching hospitals usually connected with universities) have experienced
growing royalty income that reached 862 million dollars in 1999. For the most
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part these monies, after sharing with the inventor or inventor group, are utilized
to support further research within the university or hospital.

(.S. {iii\u>it\ X Hospital Ki»\allies

Another significant outgrowth of the university technology transfer programs are
the number of new start-up companies which have been formed that find their
basis in the technology generated during the course of basic research. The
most visible example of this phenomenon has been in the field of biotechnology.
In fact, the biotech industry evolved from basic university research. Since 1980
at least 2,922 new companies have been formed based on license from an
academic institution, including 344 reported formed in 1999. With universities
taking an equity position in such companies the potential for financial return over
and above a royalty stream is increased. Moreover, the start-up companies offer
the opportunity to enhance local or regional employment.

The impact of the Bayh-Dole Act is also seen in other indicators. For example,
believe that an excellent indicator which parallels the growth of the technology
transfer function in the university sector is the growth of the membership in the
Association of University Technology Managers (AUTM).

After the passage of
the Bayh-Dole Act,
and patrticularly after

http://www._nasulgc.org/COTT/Bayh-Dohl/Bremer_speech._htm

Page 14 of 18

4/11/2005


http://www.nasulgc.org/COTT/Bayh-Dohl/Bremer_speech.htm

. uiciiici opCCCil Hage 15 of 18

the effective date of
that Act in 1981,
there has been a
dramatic increase in
the number of
members to the
current
approximately
2700.

Growth in membership from overseas has also dramatically increased as
countries recognize the contributions that their universities can make modeled

on the United States experience.

Several things contributed to the success of the Bayh-Dole Act and the transfer
of technology under it.

(1) The continuing support for basic research by the federal
government,

(2) the ownership of the inventions by the universities as opposed
to the government,

(3) the inventor remains in the development picture, and

(4) the uniformity to handling of intellectual property generated
with federal support regardless of the federal agency from which

the support funds were obtained.

One important factor, which is often overlooked, is that the success was
achieved without cost to the taxpayer. In other words, no separate appropriation
of government funds was needed to establish or manage the effort. In fact, it
has been estimated that the economic benefits flowing from the universities’
licensing activities adds about $41 billion to the United States economy.
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Significant as that dollar amount is, it should not be overlooked that university
inventions, arising, as most of them do, from basic research, have led to many
products which have or exhibit the capability of saving lives or of improving the
lives, safety and health of the citizens of the United States and around the
world. In that context: their contribution to society is immeasurable.

VI, The Heritage of the Bayh-Dole Act

The Bayh-Dole Act can be given credit for focusing congressional interest on
intellectual property-oriented legislation. With that focus established, the years
since have seen many pieces of such legislation introduced. Some have
become law, most have not. Of these, the Federal Technology Transfer Act
(FTTA) of 1986 can be considered to have been a direct result of the Bayh-Dole
Act and experience by universities under it. The FTTA was intended to promote
the utilization of technology generated in government owned and operated
laboratories. The FTTA was built on certain fundamental principles.

(1) The federal government will continue to underwrite the cost of
much important basic research in scientifically promising areas
that takes place inthe United States.

(2) Transferring this research from the laboratory to the
marketplace is primarily the job of the private sector, with which
the federal government should not compete.

(3) The federal government can encourage the private sector to
undertake this effort by judicious reliance on market-oriented
incentives and protection of proprietary interests.

That the university sector has made a tangible contribution to the
competitiveness of the United States in a global market through the technology
transfer function cannot be denied. The seminal piece of legislation which made
that contribution possible was the Bayh-Dole Act. Without doubt, the objectives
of the Act has been realized. Through operation under that Act:

(1) Sr..oll business, which is frequently the test bed for embryonic
university technologies, has benefited to a very large extent;

(2) the government is comforted in knowing that taxpayer dollars,
which support the bulk of basic research in the university sector,
have lead to the development of products and the use of
processes that have advanced the quality of life for its citizens.

(3) industry can rely on a source of technology, data and
information and a pipeline of manpower which fulfills its needs and

feeds the production processes.

In sum, all sections of society enjoy both the protection ?nd benefits afforded
under the Bayh-Dole Act and its progeny. Moreover, academic institutions, after
the government, provide the second largest share of academic R & D support.
Because of the commingling of funds for the support of research the university
sector’s stake in the Bayh-Dole Act and operation under it is very direct.

We must understand that no matter how much money we spend on research
and development the findings are not going to benefit the public unless there
are suitable incentives to invest in commercialization. And because no one
knows Which venture will succeed, we must strive for a society and an
environment ruled by the faith that the guarantee of reasonable profits from risk-
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taking will cl forth the endess streamof inventions, enterpriseand art
necessary 1o resolve soaety's pradas.

Inthe Bayh-Ddle Adt, Congress mecke a detemination thet privete (not
g)_/errner?ol\mrshpdlmerﬁms, notiveted by the progo _d%rmdd
nwould lead to nore efficent comreradization and distribution of federally
?;dedtedmlogy.
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smpedar&)q?/asrteqsts . These are and will continue to be the
fundarmental buildng dods for the of the humen cadition
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Vannevar Bush held the following positions in government: Chairman, National Defense Research
Committee 1940; Direclor-Olfice of Scientific Research and Development 1941; Chairman-Joint Research
and Development Board 1946-47; Member-Research and Development Board of National Military

Establishment 1944-48

See Resume of U.S. Technology Policies—Dr. Botsy Ancker-Johnson-Les Nouvelles (Journal of the
Licensing Executives society) Dec. 1976. Vol. XI No. 4, P. 186; Statement before the National
Commission lor the Protection of Human Subjects of Biomedical and Behavioral Research, Dec. 11,1976.
(This latter document also contrasts the experience of universities in licensing patents owned by them
some or most of which may have resulted from research supported in whole or pari by Federal monies.)

Presidential Memorandum and Statement of Government Patent Policy (F.R. Vol. 28, No. 200, October
12, 1963).

Presidential Memorandum and Statement of Government Patent Policy (F.R. Vol. 66, No. 166, August 26,
1971).

For historical interest re Institutional Patent A -moments and early DHEW practice see Report to the
Congress on 'Problem Areas Affecting uselu,,,usj ol Results of Government-Sponsored Research in
Medicinal Chemistry’ by the Comptroller General of the United States, August 12, 1968.

P.L. 96-517, Patent and Trademark Amendments Act of 1980. This law amended Title 35 United States
Code by adding Chapter 18, Sections 200-212.

Diamond, Commissioner of Patents v. Chakrabarty, 206 USPO 193, U.S. Supreme Court. (A companion
case to Chakrabarty was In re Bergy [1950USPQ 344 (1977)] which held that ‘the tact that
nwoorganisms... are alive... is without legal significance for purposes of the patent law.' Certiorari was

granted lor both Bergy and Chakrabarty but Bergy was then dismissed as moot.)

§ 200. Policy and objective. ’Itis the policy and objective ol the congress to use the patent system to
promote the utilization ol inventions arising from federally supported research or development; to
encourage maximum participation of small business firms in federally supported research and
development efforts; to promote collaboration between commercial concerns and nonprolit organizations,
including universities; to ensure that inventions made by nonprofit organizations and small business firms
are used ina manner to promote tree competition and enterprise; to promote commercialization and public
availability of inventions made in the Unites States by United States industry and labor; to ensure that
Government obtains sufficient rights in federally supported inventions to meet the needs of the
Government and protect the public against nonuse or unreasonable use of inventions; and to minimize the

costs of administering policies in this area’

OMB Circular A-124 was subsequently codified as 37CFR Part 401.

The Presidential Memorandum was incorporated into the text ol OMB Circular A-124 on March 24. 1984.
PL-98-620, The Trademark Clarification Act amended Chapter 18 of Title 25 U.S.C.

Final rules wera published on March 18, 1987 (52FR8552) and subsequently codified at 37CFR Part
401.1-401.16.

Court ol Appeals for the Federal Circuit established effective October 1,1982.
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