Faculty Senate Minutes for February 3, 2012

President Jack Zibluk called the meeting to order at 3:02pm.

Senator Andy Mooneyhan moved to accept the minutes. Without objections the minutes were
accepted.

President Report

Chancellor’s Search Update

President Jack Zibluk reported he had been in contact with University President Chuck Welch who
granted Zibluk permission to give an update on the status of the Chancellor search. Zibluk reported that
more than one faculty and more than one administrator had brought concerns to Zibluk about Dr. Tim
Hudson, a finalist for the Chancellor’s position at ASUJ. Hudson has applied for 6 different presidential
and/or provost positions within the last year. Zibluk took these concerns to Welch. Welch stated that
when you are looking to move you often apply to more than one position at a time. At one location in
Arkansas where Hudson had applied the politics was such that there were already favored candidates
when Dr. Hudson applied. Dr. Hudson withdrew from two other searches when his current position at
Texas Tech materialized.

Zibluk assured the Senate that the Chancellor’s Search Committee is taking great pains to respond to
the concerns of the campus. There is history of a perception of cronyism on campus. Where somebody
brings in a friend and the friend gets a job. Zibluk indicated that Welch is very sensitive to this issue and
does not appear to “be partying with these people”. He is trying his best to vet all candidates.

Zibluk stated that if the Senate had any issues/concerns to take them to Zibluk and he will carry them
forward anonymously.

The interviews of the finalist will start during the week of February 13, 2012. There will be an online
evaluation form for feedback on each candidate.

Traffic, etc.

Campus Master Plan

President Jack Zibluk attended one of the meetings concerning the campus master plan. The plan
appears to be a 20 year plan. The committee is still in the listening stage so things could change.
Zibluk presented a note from Mr. Bill Hall outlining places to submit observations. Zibluk had also had
discussions with Mr. Al Stoverink who is very receptive to the concerns and issues of the faculty.

The city is concerned with the traffic flow on campus, especially with pedestrian traffic entering and
exiting campus. The Campus Master Planning Committee envisions the campus as a sort of oasis
separate from the rest of the city so access is still an issue.
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Zibluk reported that on the morning of Friday, February 3, 2012 there was an emergency at the College
of Nursing and Health Profession. In order for the ambulance to gain access to the building they had to
go around the barriers on the north end of Caraway Road. Senator Brenda Anderson reported that in

front of the Smith building the barriers have been reoriented so emergency vehicles could get through.

Zibluk encouraged the Senate to continue to inform Mr. Bill Hall of any concerns we may have. He went
on to state if anyone was not comfortable addressing Mr. Hall directly to let Zibluk know their concerns
and he would forward them to Mr. Hall.

Traffic Resolution

The resolution (F$2-2012) passed by the Senate on January 20, 2012 containing a list of
recommendations for alleviating problems associated with the closure of Caraway Road was brought
forward. At the time of the meeting President Zibluk has not heard any news regarding the resolution.
Zibluk stated he did present the resolution and all suggestions gathered from the Faculty-L listserv to
both Mr. Bill Hall and Mr. Al Stoverink. Senator John Hall inquired whether the information was also
sent to Interim Chancellor G. Dan Howard. Zibluk indicated he had not.

Old Business

Intellectual Property Rights

Dr. Michael Dockter stated there has been a number of policies on campus relating to research. He
further stated that the ASU Intellectual Property Policy dates back to 2005 when it was originally
development. The decision was made that the Intellectual Property Policy should be a Systems policy
and not just an ASUJ policy. The policy in Appendix A is the Systems Policy. Dr. Dockter wanted to make
certain the Faculty Senate understood that he, nor his office, were involved in the development of the

policy.

Dr. Dockter went on to inform the Senate that most universities have intellectual property policies.

The basic idea of these policies state if your an employee of the university and something comes out

of the work you do while you are employed by the university that intellectual property belongs to the
university. This followers the practice of most commercial companies as well. The defining difference
with academic institutions is even though the institution owns the intellectual property the institution is
generally willing to share the profits and/or money that may be a result of the intellectual property.

The current ASU Intellectual Property Policy has been changed in a number of ways to make it very
conservative/restrictive, according to Dr. Dockter, with the basic premise that everything having
intellectual property values created by faculty, staff and/or students belong to the university if it is done
on university time with university resources.

Dr. Dockter stated the major change between the proposed policy and the policy created in 2005 is
that it now includes works of authorship. In the past, authorship was excluded meaning that faculty in
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the past owned the rights to anything they authored. If the item was submitted for publication, it was
the responsibility of the faculty to negotiate with the publisher the terms of the contract for transfer of
copyright ownership. Under the proposed policy the university owns that intellectual property right as
well. Dockter indicated he had talked with General Council earlier in the week and now the university
will be required to sign off on the contractual agreement with the publisher.

Dr. Dockter suggested the second major change in the policy, one which he credited Dr. Susan Allen

for pointing out, is changing the time the university has to review disclosed intellectual property. In

the past the time was 90 days. According to the new policy the time is now 2 years. Dr. Susan Allen
interjected by saying this is not true. When she reported the time change to Dr. Dockter she had not
read the last page of the policy. Page 12 of the policy states “[w]ithin ninety (90) days of the receipt of
an Intellectual Property disclosure, the Offiteof Researchand Technotogy Transfer above designee will
review and evaluate the Intellectual Property disclosure and submit to the Vite Chancettorfor Research
and-Academit Affairs chancellor of the campus submitting the disclosure 1t5 his or her recommendation
regarding the disposition of the disclosure.” Dr. Dockter indicated on page 7 of the policy it states the

timeline is 2 years. Dr. Allen stated the issue on page 7 involves commercialization, not copyright.

President Zibluk indicated the two issues are still controversial because they overlap. Zibluk offered

up an example of a piece of intellectual property on the front page of http://www.chronicle.com. The
intellectual property was an article he had wrote for the Chronicle, of which he disclosed he was payed.
Zibluk stated he wrote the article using an ASU computer, and an ASU server to send the article to the
publisher. Zibluk asked under the new policy what procedures would he have to go through in the
future in order to submit an article to a publisher? Dr. Dockter indicated he did not know and in fact
had asked the same question of the General Council’s office. Dockter further stated he has similar
concerns because now it appears faculty members are going to have to “jump through a bunch of
hoops” requiring administration steps involving having to have the faculty’s chair, dean and the Office of
Research and Technology Transfer to sign-off before faculty works could be submitted for publication.
The response Dr. Dockter received from General Council was all the necessary infrastructure could be
established. Zibluk stated he had also asked the the General Council for clarification. See Appendix D
for her response.

Senator John Hall pointed out that the institution is being pushed toward more of a research institution.
He went on to say he is concerned that the new policy might actually discourage scholarship, rather
than encouraging scholarship. Furthermore, he is concerned how publishers will view the university
signing off on the transfer of copyright forms rather than the faculty member who authored the piece.
Dr. Dockter stated he did not know the answer to what the publishers would think; however, he did say
it would be very unusual for the university to be engaged in that sort of activity. Hall stated he thinks
the publishers would think it is very strange and out of the ordinary. Hall asked Dr. Dan Marburger if we
knew of other major universities that have a policy that is this restrictive. Dr. Dan Marburger indicated
he would address this question during his presentation. Zibluk asked Marburger to go ahead and
answer the question to which Marburger stated he had a lengthy presentation on the topic. Senator
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Andy Mooneyhan suggested for Marburger to wait until his presentation to address Hall’s question.

Dr. Dockter addressed Senator Hall’s concern with the policy actually discouraging scholarship and he
indicated it could discourage faculty members to write articles and present articles. This is why he
raised the issue he did with General Council. Dockter pointed out there is a large difference with the
university becoming with intellectual property at the level of publishing papers and the example that
Mrs. Lucinda McDaniel, University Council, gave. Mrs. McDaniel provide for example the recent court
case involving Stanford University and Roche, a pharmaceutical company. The Stanford University
example involves a patient dispute between Stanford and Roche in which Stanford claimed sole
ownership of a patient that could have made the university a large sum of money (See Appendix E).
Dockter stated that one of things administrators have to do is balance the value of something with the
ease of which it is completed. Dockter suggested the Senate needs to convey their concerns to General
Council.

Senator Bill Humphrey questioned Dr. Michael Dockter who is responsible for protecting patentable
intellectual property during the two years the university has to decide if the university will seek a patent
for the intellectual property. Humphrey further stated that during the two years the university has to
make a decision, someone else could develop a similar item and have it patented before the university
decided to move. Dockter stated that after re-reading the section on page 7 of the policy where the two
year timeline is defined the policy actually stated the university has only 90 days to decide whether or
not to pursue a patent on the intellectual property. After deciding to pursue the patent, the university
then has two years to develop a commercialization plan for the intellectual property. If the university
fails to develop a commercialization plan within the two years, the creator of the intellectual property
can requests rights be returned. Dr. Susan Allen confirmed this as well. Allen further stated the
language concerning the 90 days was moved to the end of the document on page 12.

President Jack Zibluk asked either Dr. Michael Dockter or Dr. Susan Allen to clarify the difference
between holding a patent and commercialization. Dr. Dockter stated the faculty have responsibility of
disclosing to the university intellectual property they have created. The university then has a 90 day
period to decide whether to protect the intellectual property with a patent or copyright or to return it to
the faculty member. If the university decides to patent the intellectual property a patent is applied for
and once received the intellectual property does not have an real value until it is commercialized. The
commercialization can either be done through a licensing process or through the creation of a company.
The university has two years from the time the intellectual property is patented to commercialize the
intellectual property.

Senator Andy Mooneyhan returned to Senator John Hall’s statement of the policy discouraging
faculty from publishing. Mooneyhan states the policy is in opposition to the American Copyright

Law. The American Copyright Law was originally created so people could publish the sciences and
share. Mooneyhan further stated in reality we are examining three different things: copyright law,
case law and precedence. Mooneyhan went on to state according to the American Copyright Law, the
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creator owns the copyright. President Jack Zibluk countered Mooneyhan’s argument stating this has
always been an issue for the Associated Press. If you work for a newspaper company and you create
an article on company time then the newspaper owns article. Zibluk further stated the courts have
agreed with this. Zibluk went on to say if you work for Wal-Mart they own your time while you are at
work. Mooneyhan rejected Zibluk’s argument saying you cannot compare a business like Wal-Mart,
who hires you to do a specific job, to education, which has a specific copyright law designed to create
situations to share information throughout. Mooneyhan further noted when you look at copyright law
the faculty member wins; when you examine case law the faculty member wins; when you examine
precedence there are maybe some chance for a precedence to be created where the faculty does not
win if universities continue to create these type of policies.

Senator Bill Rowe offered the example of Scott Lewis, a former university president’s assistant, who
addressed the Senate and proclaimed if the faculty member was at home in the shower and the faculty
member had an idea it belonged to ASU. One of the ramifications of this statement, according to Rowe,
is every Art faculty member moved their studios off campus. Rowe stated the Art Department used

to be occupied to at least midnight every night, sometimes even later, with faculty and student. But
since the Lewis statement every Art faculty member has a studio somewhere else. Art faculty are now
spending a minimal amount of time on campus thus giving them less contact with students which has
drastically impacted the overall college.

Dr. John Pratt indicated the policy as it is currently written contains some conflicting wording. Pratt
specifically called into question section C on page 7 which seems to indicate that “Arkansas State
University will not assert atm its ownership interest in: ... copyrightable faculty, staff, or student produced
textbooks, scholarly writing, art works, musical compositions and literary works that are related to the
faculty, staff, or students' professional field so long as the copyrightable Intellectual Property meets
the definition of Originator owned Intellectual Property in Section V.” (pages 6 and 7) But when your
refer back to Section V on pages 4 and 5, a large set of language is crossed-out. Pratt inquired whether
General Council understands that by leaving in the language of section C on page 7 it appears that
faculty members will be able to retain the copyright of materials they write, however, when you refer
back to Section V on pages 4 and 5 those rights are revoked because the language has been stricken.
This seems to be causing some confusion. Dr. Dockter stated he had not addressed these specifically
with General Council.~

Interim Executive Vice Chancellor and Provost Glen Jones stated he had visited with General Council
before the Senate meeting regarding this particular issue. Jones asked the Senate to gather their
thoughts and concerns and compile them into a document to be delivered to Mrs. Lucinda McDaniel.
There are legal and non-legal issues at hand and Jones does not believe the intent is stifle research
however, there was a Supreme Court decision handed down so now the campus needs to address

how best to handle the potential ramifications. Jones suggested that he, President Jack Zibluk and Dr.
Michael Dockter should frame the document to be presented to Mrs. Lucinda McDaniel addressing the
concerns of the policy. Other universities are in similar situations as we are trying to decide on the best

February 3,2012 | 5



way to deal with the Supreme Court ruling.

Dr. Dan Marburger

Dr. Dan Marburger was asked to summarize his findings pertaining to intellectual property. Marburger
stated the original Intellectual Property Policy indicates that intellectual property is all yours and the
proposed policy indicates that none of the intellectual property is yours.

Marburger proceeded to compare and contrast the existing policy to the proposed policy.

Dr. John Pratt indicated he thinks the policy is more restrictive, but not that much different than the
previous policy. He thinks the problem is that someone went through the current policy and tried to
redefine the terms of the policy instead of creating a completely new policy.

Marburger stated the existing policy is in line with the existing copyright law.

Senator Andy Mooneyhan supported Dr. Dan Marburger’s opinion on the proposed policy by stating
according to copyright law if the faculty creates something they own the rights to the item. This has
been upheld in the courts numerous times. Furthermore, by creating policies such as the proposed
Intellectual Property Policy you are creating an avenue for precedence for future litigation.

Senator Larry Salinger questioned if the AAUP attorneys had reviewed the proposed policy and if so
what were their thoughts? President Jack Zibluk indicated they had. Senator Bill Rowe stated the AAUP
does not support the proposed policy.

Dr. Dan Marburger further stated that no court has every rejected the “Teacher Exception” when it
pertains to an university faculty member.

Senator John Hall asked Dr. Dan Marburger if he thought this policy was being driven by the push for
online instruction. Dr. Marburger stated he could not speak to ASU’s reasoning and had nothing to
suggest this is ASU’s reasoning, but he could say with a great deal of authority that every time he has
researched this issue online instruction is always prevalent.

President Jack Zibluk indicated from the discussion during the meeting there seemed to be a consensus
that more work needs to be done on the proposed policy.

Senator John Hall moved to consider accepting the revised Intellectual Property Policy as delivered to
the Faculty Senate from Shared Governance. Senator Bill Humphrey seconded. The revised Intellectual
Property Policy was rejected unanimously.

Senators Bill Humphrey and John Hall (M/S) to accept Dr. Dan Marburger’s resolution (see Appendix ??
). Dr. Dan Marburger summarized his resolution. President Jack Zibluk called for discussion at which
time Dr. Susan Allen brought up issues with patents and copyrights when dealing with computer
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programming. Computer programs are not patented, but instead are copyrighted. The copyright is then
treated as a patent.

Senator John Hall, recognizing there was a motion on the floor, asked if it would be appropriate to

state the Faculty Senate would like Dr. Susan Allen, Dr. Michael Dockter and Dr. Dan Marburger to

be specifically involved with working with University Council on the details of the proposed policy.
President Zibluk stated it is in the Faculty Senates right to name their respentatives to work with Interim
Executive Vice Chancellor and Provost Glen Jones and Mrs. Lucinda McDaniel, however, there was

a motion on the floor that needed to be addressed first. Senator Larry Salinger suggested that the
Washington, D.C. AAUP attorneys, not just the local AAUP attorney, should also be included in these
decisions.

Senator John Hall called to question. The resolution passed unanimously.

Senators John Hall and Larry Salinger (M/S) to table Shared Governance 11FA-24 Misconduct in
Research policy and Shared Governance 11FA-22 General Research policies until the next meeting.

Senators Bill Humphrey and John Hall (M/S) to create a committee consisting of Dr. Susan Allen, Dr.
Michael Dockter, Dr. Dan Mooneyhan, and Senator Andy Mooneyhan to work with Interim Executive
Vice Chancellor and Provost Glen Jones and Mrs. Lucinda McDaniel on the details of the proposed
policy. Without objection, the motion passed.

Dr. Susan Allen and Senator Andy Mooneyhan (M/S) to adjourn. The meeting was adjourned at 4:10pm.
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Attendance

Jack Zibluk — President of Faculty Association
Beverly Gilbert — Past-president of Faculty Association

Farhad Moeeni — Secretary/Treasurer of Faculty Association

Business
Faye K. Cocchiara
Richard Segall
Jollean K. Sinclaire

Communications
Pradeep Mishra
Larz Roberts

Education
John D. Hall
Andy Mooneyhan
Ann Ross

Fine Arts
Claire D. Garrard
Bill Rowe

Humanities and Social Sciences
Warren Johnson
Lawrence Salinger
Alex Sydorenko

Library
Tracy Farmer

Nursing and Health Professions
Deanna Barymon
Loretta Brewer
Bill Payne
Todd Whitehead

Science and Mathematics
Hai Jiang
Bruce Johnson
Suzanne Melescue
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University College
Margaret McClain

Deans’ Council Representative
Andrew J. Novobilski

Visitors
Susan Allen, ABI
Michael Dockter, Associate Vice Chancellor for Research
Glen Jones, Interim Vice Chancellor and Provost
Dan Marburger, Economics
Kayla Paine, The Herald
John Pratt, Physics
Sherry Pruitt, The Sun
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Appendix A

Dr. Dan Marburger’s Resolution

Whereas ASU’s existing intellectual property (IP) policy dated 2/25/2005 states that the Originator (i.e.
faculty member) owns all intellectual property created within the scope of his employment as long as it
does not use extraordinary system resources (Section V.1.b);

And whereas the substance of the existing policy has a long, nationwide academic tradition in public
and private universities;

And whereas the Copyright Act of 1976 and the federal laws governing patent rights fasTectognized
have not rejected the long-standing principle that legal title to and ownership of inventions and
scholarly original works of authorship invented or created by university faculty members does not
vest automatically in the universities that employ them, and they are not "works for hire" under the
Copyright Act of 1976;

And whereas various court rulings have recognized or adopted the long-standing principle that
academic faculty do not surrender their rights to their scholarly intellectual property merely because
they are expected by schools or universities to produce original scholarly works of authorship or
inventions, as in Sherrill v. Grieves, Williams v. Weisser, Weinstein v. University of lllinois, and Bosch v.
Ball-Kell, and that no court has ever rejected applying the “teacher exception” to the academic work of
university professors;

And whereas the proposed ASU IP policy unilaterally and automatically would usurp the “teacher
exception” and assign to ASU sole legal title to and all ownership rights in all intellectual property
developed by ASU faculty “at the moment of its creation”, including all research, creativity activity,
development activity related to the duties and responsibilities of the faculty member, including but not
limited to all works of authorship and art";

And whereas under the proposed policy, the Originator (i.e. faculty member) can establish ownership
only if all three circumstances exist at once: the faculty member created the original work “outside
the course and scope of employment" and, "on his own time", and "using only incidental University
resources”;

And whereas the proposed policy cedes to ASU sole legal title to and all ownership in the copyright
inherent in all original faculty-created online courses, classroom teaching materials, faculty-produced
textbooks, scholarly writings, musical compositions, art works, and literary works related to the faculty
member’s field except that which is created “outside the course and scope of employment," and "on his
own time," and "using only incidental University resources”;

And whereas all faculty-created online courses, classroom teaching materials, faculty-produced
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textbooks, scholarly writings, musical compositions, art works, and literary works related to the faculty
member’s field typically occur within the course and scope of employment regardless of whether
university resources are used;

And whereas sole legal title and sole ownership in ASU allows the university to exploit commercially
such IP without the permission of the Originator;

And whereas sole legal title and sole ownership in ASU allows the university to determine at any time
unilaterally and without negotiation if and how much of the revenues generated from commercial
exploitation of the faculty member’s work will be shared with the Originator at ASU's sole discretion;

And whereas sole legal title and sole ownership in ASU allows the university to control and impede the
expression of the faculty member’s expertise at ASU's own discretion;

And whereas controversies such as those arising in cases such as Stanford v. Roche can be addressed
without the broadbased sweeping usurpation and assumption of the rights of university faculty to
works of authorship and other intellectual property that a faculty member originates or invents as
proposed in the ASU policy;

Be it resolved that the ASU faculty support the existing IP policy that affords full ownership in the
works, marks, or inventions of the faculty member who originated, created, or invented such
intellectual property as long as the faculty member did not consume extraordinary university
resources, and the ASU faculty vigorously rejects and opposes the proposed changes to its existing IP
policy.
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Appendix B

Susan Allen, Distinguished Professor and
former Provost, Response

In my very quick read of the IP policy, | particularly noted the extension of time for the University to
review an invention disclosure from 90 days, with the possibility of two 30 day extensions with the
permission of the inventor, to two years. At two year delay in filing for a provisional patent would
preclude publication during that time and would significantly increase the possibility that someone else
would "scoop" the patentable idea. It would also significantly impact the ability to apply for grant and
contract funds as preliminary publications are key for many funding agencies. While it is true that
proposals can be marked as containing proprietary material, the chances of that information remaining
confidential for two years is very small. The proposed delay is unreasonable for the reasons stated
above. You mentioned several difficulties with the copyright policy that | will go back and study,
particularly as regards the current requirement for assigning copyright to the publisher when writing a
paper, book or book chapter vs. the University owning the copyright. The results of the changes in this
area are unclear.

| also believe that the other policies affecting active researchers have not been given wide distribution
and need to be examined and commented on by every person who would be impacted by them. | would
suggest that the vote be postponed.

Susan
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Appendix C

Attorney Don Mixon Response

| take issue with the suggestion that employees "lost patent rights ... for themselves." This decision was
seen as a victory for inventors. In the Stanford instance, the inventor had an agreement with a private
company where he completed work on his invention. The company owns the patent, he is listed as the
inventor, and he got paid for his work. This is a case of Stanford saying, "But it should have been ours."
The court said that the assignment, to be effective, must say "l assign" instead of "I promise to assign."
The devil in a policy such as that proposed by ASU is overly broad language.

Donn
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Appendix D

Lucinda McDaniel Response

| attach an article on the United States Supreme Court decision which necessitated the change in
language to our intellectual property policy. An immediate assignment is required in order to secure
intellectual property rights. Stanford employees did not make an immediate assignment and lost patent
rights, both for themselves and the university. The new language correctly reflects that at its

inception, intellectual property created in the course and scope of employment vests with ASU.

An exception continues to exist for inventions or works created outside the course and scope of
employment, even when employees make incidental use of state resources when creating the IP. The
changes in the policy are made in order to meet the requirements set by the Supreme Court for IP
ownership.

Katherine Prescott, Associate University Counsel, is well versed on this issue as well. Let me know if
either Katie or | can be of assistance.
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Stanford 'disappointed’ in Supreme Court ruling in Roche case Page 1 of 3

Stanford Report, June 7, 2011 .
Stanford 'disappointed' in Supreme Court ruling in Roche

case
BY LISA LAPIN

The U.S. Supreme Court on Monday issued a ruling in favor of a drug company and against Stanford,
concluding a case that has a far-reaching impact on the ownership rights to inventions that result from
research funded by the federal government.

The court ruled that Roch is a co-owner with Stanford of patents for testing kits to detect the HIV virus
because a Stanford researcher signed a visitor confidentiality agreement that contained an assignment of
patent rights when he was doing work at a company later acquired by Roche and because it was a co-
owner, Stanford did not have standing to sue Roche for patent infringement.

The court disagreed with Stanford's argument that assigning patent rights to Roche violates the Bayh-
Dole Act, which vests the patent rights from federally funded research in universities and not individual

researchers.,

“We are disappointed with the ruling by the Supreme Court in this case, but will move forward to protect
the interests of all parties in inventions created with federal funding, including the interests of the federal
government and companies that license technology from Stanford," said Stanford General Counsel
Debra Zumwalt.

Zumwalt said In a statement that Stanford University “respectfully disagrees" with the 7-2 decision of the
Supreme Court in Stanford University v. Roche Molecular Systems et al., interpreting the Bayh-Dole Act,
which governs title to patents that are invented with federal funding.

Justice Stephen Breyer wrote in the dissenting opinion that the majority's ruling would allow an individual
inventor at a university, non-profit or small business to “assign an invention (produced by public funds) to
a third party, thereby taking that invention out from under the Bayh-Dole Act's restrictions, conditions and
allocation rules,” and that is “inconslstent with the Act's basic purpose.”

Both Stanford and the federal government argued that this result was not the intent of Bayh-Dole (as did
Senator Bayh in his amicus brief) and has many potential negative consequences for the federal
government, which retains certain rights to inventions created with federal funding, for universities and
others who create inventions with that funding, and for oombanies that license the Inventions.

For example, Zumwalt sald the federal government could lose its many rights in the inventions, could lose
the assurance that the royalties that would have gone to the university are used to further sclentific
research and education, and could lose the requirement that exclusive licensees will manufacture any

products substantially in the Unlted States.

In a brief flled on behalf of Stanford, the Association of American Universities (AAU), joined by seven
other research associations and five dozen universities, wrote that the Bayh-Dole Act has been
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“incredibly successful in stimulating innovation by giving universities certainty regarding their ownership
of federally funded inventions."

“Universities helped bring to market 4,338 new products between 1998 and 2006, or more than one
product a day,” the AAU wrote, citing Google (Stanford), Internet Explorer (University of llinols) and the
fibromyalgia drug Lyrica (Northwestern University) as examples.

The AAU also wrote that the law had made an "extraordinary contribution" to the national economy by
helping to form more than 6,500 new companies from inventions created under the act, an estimated
contribution of $450 billion to the U.S. gross industrial output and the creation of 280,600 new high
technology jobs between 1999 and 2007.

After years of unsuccessfully negotiating with Roche in an attempt to convince the company to acquire a
license to Stanford's patents, Stanford sued Roche in 2005, alleging that its kits for detecting human
immunodeficiency virus (HIV) infringed university patents.

A federal district court in San Francisco ruled that Stanford owned the paténts under the University and
Small Business Patent Procedures Act, better known as the Bayh-Dole Act.

A federal appeals court in Washington, D.C., disagreed, saying Stanford shared ownership of the patents
with Roche under its interpretation of the Bayh-Dole Act.

The Obama administration has urged the Supreme Court to reverse the 2009 appeals court decision.

In a brief filed on behalf of Stanford, acting U.S. Solicitor General Neal Katyal said the decislon creates
“serious uncertainty” about title to patents, “frustrates the government's ability to protect the taxpayers’
multibillion-dollar investments In research and development” and undermines efforts by Congress “to
ensure that federally funded inventions are used to advance the public interest.”

The case concerned ownership of three patents for monitoring the effectiveness of HIV treatments.
Stanford scientists, including Mark Holodniy, a professor of medicine specializing in AIDS research,
developed the patented process with federal funding. While a research feliow at Stanford, Holodniy
visited Cetus Corp. (later acquired by Roche) to learn a research technique — known as polymerase chain
reaction, or PCR — for producing millions of copies of a specific DNA sequence. (Cetus later sold that line

of business to Roche.)

The patent dispute arose from the wording of two agreements Holodnly signed assigning invention rights:
a 1988 copyright and patent agreement at Stanford (the SU-18) and a 1989 visitor's confidentiality
agreement at Cetus.

The federal appeals court said the phrase "do hereby assign" future patent rights in the Cetus document
took effect immediately, trumping the previous "I agree to assign” language in the Stanford agreement,
which the court described as a promise of future action.

Stanford had argued that Holodnly had no patent rights to assign to a third party in the first place,
because the university retained title to the inventions by fulfilling the requirements of the Bayh-Dole Act.
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In a brief filed on behalf of Stanford, former U.S. Sen. Birch Bayh, co-sponsor of the legislation, said
inventors may obtain patent rights only if the university waives its rights and the governmental funding

agency gives its express approval.

The Bayh-Dole Act "automatically vests ownership rights in the inventions arising from federally funded
research in the universities, small businesses and nonprofit organizations responsible for their creation,"
Bayh wrote.

"Congress did not provide for individual inventors to have transferable ownership Interests in patentabie

inventions created with federal funding. Rather, Congress rewarded individual inventors by requiring their
employers to provide them with a share of royalties to be negotiated with the universities or nonprofit

organizations.”

At Stanford, after administrative expenses paid to the Office of Technology Licensing are deducted, the
royalties or income streams from such inventions are shared by the inventor or inventors (one-third), the
inventor's academic department (one-third) and the inventor's school (one-third). The department and
school royalties must be used to support scientific research and education.

© Stanford University. All Rights Reserved. Stanford, CA 94305. (650) 723-2300.
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The United States Supreme Court's Stanford decision.

Upshot: The United States Supreme Court's decision in Bd. of Trustees of the Leland
Stanford Univ. v. Roche Molecular Sys, Inc., decided in June, 2011, provides no valid ground to
explain or justify the university's proposed sea change in its intellectual property policy as
applied to faculty.

Summary of what happened. A California research firm called Cetus developed a
technique called polymerase chain reaction, or PCR, that allows billions of copies of DNA
sequences to be made from a small initial blood sample. Cetus used PCR to try to find ways to
quantify the level of the HIV virus in people. HIV is the virus that causes AIDS.

In 1988, Dr. Mark Holodniy ("Dr. H") joined Stanford University as a research fellow in
the university's department of infectious diseases. At that time, he signed a contract with
Stanford that said "I agree to assign . . . to Stanford" his "right, title, and interest" in inventions
resulting from his employment there.

At Stanford, Dr. H worked on developing a method for quantifying HIV levels in patient
blood samples, but he needed to be skilled at Cetus' PCR technique to do that. So Dr. H's
supervisor at Stanford arranged for Dr. H to conduct research at Cetus so that he could learn
the PCR technique.

As a condition to gaining access to Cetus for research, Dr. H signed a contract with
Cetus. In that contract, Dr. H said, "I will assign and do hereby assign to Cetus my right, title,
and interest in the ideas, inventions and improvements" made "as a consequence of my access"
to Cetus.

For the next nine months, Dr. H conducted research at Cetus. Working with Cetus
employees, Dr. H devised a PCR-based procedure for calculating the amount of HIV in a
patient’s blood. That technique allowed doctors to determine whether a patient was

benefiting from HIV therapy.

Dr. H then returned to Stanford where he and other Stanford researchers tested his

https:/ /webmalI.astate.edu/owa/WebReadyVlew.aspx?t=att&id=RgAAAAC...3j3pIR4OQBAEBjUtizAAAJ&anidO:EAASWL%ZfusUcfSrTVRUhjfaQC&attcnt: 1 Page 1 of 3
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PCR-based technique for calculating the amount of HIV in a patient's blood. Over the next few
years, Stanford obtained written assignments of rights from Dr. H and the other Stanford
researchers who tested and refined the PCR-based technique. Those written assignments had
language that "hereby assigned" all rights in the technique to Stanford. Stanford then applied
for and obtained three patents in the technique.

In 1991, Roche Molecular Systems acquired Cetus' PCR technique, including all rights
Cetus had obtained through its contract with Dr. H. Roche then created and sold to hospitals
and AIDS clinics HIV test kits using the PCR technique that also is used in the technique that
Stanford patented.

In 2005, Stanford sued Roche, claiming that the HIV test kits infringed Stanford's
patents. Roche defended by saying that it was a co-owner of Stanford's patented techniques by
virtue of the contract between Cetus and Dr. H, which "hereby assigned" Dr. H's rights to
Cetus. As a co-owner of a patented technique, Roche cannot be liable for patent infringement.

Stanford argued that a federal law - the University and Small Business Patent
Procedures Act of 1980, called the Bayh-Dole Act - automatically vests title to federally-funded
inventions in the funded federal contractor. Here, Dr. H's work at Stanford that led to
Stanford's patents had been funded by the National Institute of Health, a federal agency.
Therefore, Stanford argued, Stanford automatically owned all rights in the patented technique.

The federal trial court ruled for Stanford, but the federal court of appeals reversed and
ruled for Roche. The federal court of appeals ruled that Dr. H's first contract with Stanford - "I
agree to assign" - was merely a promise to assign rights in the future at Stanford's request, but
did not at the time actually assign any rights to Stanford. The court of appeals decided that
Dr. H's contract with Cetus - "I hereby assign" - did assign rights to Cetus. The court.of
appeals then ruled t‘:hat the federal statute - the Bayh-Dole Act - did not automatically vest
any rights in Stanford that it had not independently acquired.

Stanford appealed to the United States Supreme Court. In a 7-2 decision, the Court

declined to decide whether the court of appeals had accurately interpreted Dr. H's contracts
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with Stanford and with Cetus. So the Court said nothing about the validity of whether the
language "I agree to assign” is merely a promise to assign rights in the future at Stanford's
request. On that subject, the Court said: "Because the Federal Circuit's [the court of appeals]
interpretation of the relevant assignment agreements is not an issue on which we have granted
certiorari [agreed to hear the case], we have no occasion to pass on the validity of the lower
court's construction of those agreements.” 131 S.Ct. 2188, 2194 n.2.

The Court ruled against Stanford and in favor of Roche on the question of whether the
federal Bayh-Dole Act automatically vested any rights in Stanford that it had not
independently acquired. The Court decided that the statute did not automatically vest any
rights in a federal contractor receiving federal funds, but merely assumed that the federal
contractor had validly acquired the rights to the invention that federal funds helped to
finance. So the statute didn't divest Cetus of any rights that it had under its contract with Dr.
H, and didn't divest Roche of any rights that it had acquired from Cetus under that contract.

In dissent, Justice Stephen Breyer and Justice Ruth Ginsburg argued that there was only
a slight linguistic difference between "I agree to assign” in Dr. H's first contract with Stanford
and "I hereby assign" in Dr. H's later contract with Cetus. They reasoned that Stanford's first
contract with Dr. H was enough to vest in Stanford sufficient rights to Dr. H's future
inventions, and therefore trumped his contract with Cetus.

So, the Supreme Court's majority opinion has no bearing on the legal effect of language
between a university and its researchers. And, ironically, the dissent endorsed the university's
interpretation of "I agree to assign" as being an actual assignment of rights, not a mere
promise to make an assignment later. So the Supreme Court's ruling does not afford any

reason for changing Arkansas State University's existing intellectual property policy.
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