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H.R. 359 restores the guaranteed patent term U.S. citizens have had since 1790.

H.R. 359 isin compliance with the GATT and Uruguay Round agreements. These agreements require member countries
adopt aminimum term.

Patent protection is a constitutional right, not atrade chit to be negotiated away to foreign competitors.

U.S. citizens are entitled equal protection under the law. Persons who file revolutionary patents that require along
examination time should receive the same protection as those that file inconsequential patentsthat are quickly
processed.

* Patent protection, like free speech levels the playing field between the big and little guy. * Patent were put into the
U.S. Constitution to enable an individual to create new industries. Dr. Damadian and Thomas Edison are classic
examples of this. A limited, but guaranteed patent term allowstime for the little guy to develop his manufacturing and
marketing infrastructure. Large corporations who develop major products already have an infrastructure to market their
products and therefore are not as dependent on patent protection as the startup company.

* The PTO published 19 month application pendency is misleading. Thisfigureisfor all office actions. It does not take
into account the original filing date. For example, apatent isfiled for in 1980, continuations are applied for in 1982 and
1984 and then the patent issuesin 1986. The PTO counts the 1982 and 1984 refilings as 2 different applications and
thus a process that took 6 yearsis counted as 3 applications averaging 2 years each.

The patents for the laser, and plastic beverage container took over 20 yearsto issue. The delay was due to the PTO and
not the applicant. Under the 20 years from filing term, these patents would have expired long before they issued.

* Thereis only anecdotal evidence of submarine patent abuse. There has been no comprehensive analysis of why
patents are delayed.

On August 12, 1994, Mr. Lehman claimed there were 627 "submarine patents' that took over 20 yearsto issue. PTO
analysis shows that 422 or 67% of these were held up due to secrecy ordersimposed by the PTO. Only 167 or 27% of
these could possibly be the fault of the applicant, but even this has not been proven. There has been no analysisto
indicate which if any of these 167 cases has hurt competitors.

* |t isludicrousto suggest weakening our patent system will improve our trade imbalance. Weakening our system will
merely make it easier for foreign competitors copy our technology.
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H.R. 359, or Why Not A Guaranteed Patent Term

By

Paul B. Crilly, Ph.D. Associate Professor of Electrical Engineering University of Tennessee Introduction

Abraham Lincoln stated that patent and copyright protection was one of the greatest innovations of Western
Civilization. Given the tremendous fruits of the American patent system and that we are in the so-called information

age, it seems peculiar that there has been such an unprecedented attack on this system and the patent rights enjoyed by
Americans. This attack has been led by those same persons who are downsizing and exporting jobs overseas. They and
some of thosein authority in the U.S. Department of Commerce view U.S. patent rights as atrade chit to be negotiated
away to our foreign competitors. Bill H.R. 359 is corrective legislation that will restore the patent protection Americans
have had for over 200 years and it should be quickly passed by the Congress.

H.R. 359 preserves the mechanism so that American entrepreneurs and inventors can obtain venture capital at no cost to
the government in order to invent a cure for heart disease, or AIDS; create alternate energy sources or a host of other
inventions that improve our lives.

Let meillustrate with arecent example of what the founding fathers hadin mind when they put intellectual property
protection in our Constitution. One of this committee's recent witnesses, Dr. Raymond Damadian, invented and patented
aMRI for medical diagnosis. When Dr. Damadian started his company, he had no corporate or manufacturing
infrastructure, only an invention that was protected by the worlds's best patent system. He then set up aresearch and
manufacturing operation on Long Island to build MRI systems, and in the last 15 years or so, numerous MRI systems
have been sold, thousands of jobs have been created, good American jobs | might add, and countless lives have been
saved. The profits from this company have stayed in America and the taxes paid have benefited Long Island, New Y ork
State and our Federal government. Dr. Damadian's MRI patent created a multibillion dollar industry! During thistime, a
large Japanese and amajor U.S. corporation saw this success and sought to infringe on Dr. Damadian's patent. These
companieswere unwilling to invest in the R & D or take the capital risk to create aMRI system, and yet once the little
guy took the risk and made his venture a success, these companies wanted to take over the market. This story is repeated
countlesstimes, and is presently occurring with our biotech industry. Just as freespeech protection in our constitution is
supposed to level the playing field between the little guy and the big guy, such istheintent of the U.S.

patent system. America's patent systemisour crown jewel. In 1993 alone, the U.S. received 20 billion dollarsin patent
royalties from other countries. Unless H.R. 359 passes, our patent system will be further weakened, our trade imbalance
will be further increased and our ability to exploit emerging technologies such as biotech will be significantly damaged.
Thiswill kill the proverbial goose that lays the golden eggs.

Not passing H.R. 359 will have the unintended consequence of causing inventorsto lose confidencein patent system
and revert to trade secrets. Thisis contrary to public policy where in exchange for alimited exclusionary period, the
patent is eventually published for all to use.

| want to present the necessity of H.R. 359, and refute the arguments of its opponents.

Background of H.R. 359

| wasan IEEE-USA/AAAS Congressional Science Fellow from January 1994 to August 1995 and was assigned to the
office of Congressman Rohrabacher. | had an insider's view on the process in which the patent term was shortened.In
early summer of 1994, a constituent told us that there was a proposal to change the patent term and it was part of the
GATT enabling legislation. | contacted the House Judiciary Committee staff about this, but they did not give me any
specific information except to suggest | contact the office of U.S. Trade Representative (USTR). The USTR person was
hesitant to give me any specific information, but after | insisted, she sent me a draft copy of the patent provisions. Sure
enough, thisbill contained language to eliminate the guaranteed 17 year patent term, and change it to alesser 20 year
from filing term.

It should be noted that during thistime, the House Ways and Means, Agriculture, and Foreign Relations Committees
were holding hearings on the GATT legislation and had provisions for House members to amend it. | asked the
committee staff members about the patent provisions of the GATT enabling legislation, but was always referred to the
Judiciary committee. Again, when | contacted the Judiciary Committee, they said hearings were not planned, and there
would be no opportunity for other House members to amend this legislation other than through informal meetingsin
House members offices.

Thisisabsurd! Thisislegislation that makes a major change in patent protection, but neither the public nor the House
members are informed nor were permitted to amend the | egislation.Representatives Bentley and Rohrabacher heard



about this and wrote aletter that was signed by 38 House members from both parties to President Clinton protesting
these hidden changes to our patent protection. Thisoutcry led to ajoint House/Senate hearing, but no markup and no
opportunity to amend the bill. The witness list was stacked in favor of the large multinational corporations; those that
favored a guaranteed 17 year patent term were permitted only one witness. Because the GATT was on FastTrack, once
it was submitted for avote, it could not be amended. While many members of Congress supported our position, they
were unwilling to vote against GATT because of just one provision. And so on December 6, 1994, the GATT enabling
legidlation became law.

Almost every part of the GATT enabling legislation except for the patent provisions got afull and public hearing with
an opportunity for House members to amend the legislation. If the patent provisions could not see the full light of day,
then something was seriously wrong!

It was also my observation that those who opposed the guaranteed 17 year patent term were many large multinational
companies that were either technology users, or had no use for the patent system and depended on trade secrets. In my
experience having worked for alarge corporation, these companies will not create revolutionary inventions unless faced
with like competition, and feel threatened or at |east inconvenienced by the little company that has aninnovative
product. Starting in 1966 with the Lyndon Johnson Patent Commission, these large entities have sought to gut patent
protection, but were unable to do so through the usual legislative process. Only through the GATT fast-track process
were they able to change the law.

A patent attorney for alarge multinational corporation explained to me the difference between how large versus startup
companies view patents. Established companies often use patents as a defensive measure so they won't have to do basic
R&D and yet can still participate in the market. That explainsin part why companies such as |IBM have thousands of
patents, many of which are incremental and have no significant economic value. Even when these big companies have
patents that turn into major products, they already have the manufacturing and sales infrastructure to quickly establish
the market. The don't need much of a patent term. Conversely, asmall startup company views a patent as a means of
protecting their position while creating anew industry. A limited, but guaranteed patent term allows them to establish a
manufacturing and marketing infrastructure and to develop a customer base. Thomas Edison was a classic example of
this. He used hislight bulb invention to establish an entire electric utility industry. There are still alarge number of
Thomas Edisonsin our society.

Why H.R. 359 and a grant based patent term

For 200 years the United States has had a system where the patent term clock has started the date the patent was
granted. In 1790, the patent term was 14 years from grant, but seven year extensions were routinely given. In 1861, the
law was changed so the patent term was 17 years from grant. This has been the case until June 1995.

Conversely, the weaker patent systems of Europe and Japan have aterm of 20 years from the filing date.

Having aterm measured from the filing date is a bad idea, except for those who want to copy. Delaysin the application
process detract from the term length and thus the patent's economic value. The United Statesis a country where we have
equal protection under the law. Why should a person who hasfiled arevolutionary patent application which will
inherently require along examination period have a shorter patent term than one who has filed an inconsequential patent
that is quickly issued? Let me cite an example of why a 20 year from filing term isabad idea.

In 1956, Phillips Petroleum applied for a patent on Crystalline Polypropylene, a plastic used in soda containers. Because
of delays caused by court proceedings and interferences which are solely under the control of the Patent and Trademark
Office (PTO), the patent finally issued in 1983. Twenty seven years after filing. If the U.S. had a 20 year from filing

patent term, the Phillips patent would have expired before it issued and Phillips would have lost $300 millionin

royalties, and much of their R& D investment.

We often hear that American corporations are not willing to invest in long term R & D, and that many managers and
CEOs cannot see past the next financial quarter. Reducing patent protection will only exacerbate this problem.

The PTO and others claim that they will work harder and reduce bureaucratic delays in getting patentsissued. | have
heard these same promises from the U.S. Postal Service about mail delivery times. While these promises are
commendable, we still need aterm guaranteed by statute.

On August 12, 1994 and June 8, 1995, PTO Commissioner Bruce L ehman testified before this committee that the

average application pendency was only 19 months. He claimed that changing the term from 17 years from grant to 20
years from filing would actually result in alonger term. Thisis erroneous. Aside from the fact that protection of rights
under the law is not based on averages, this statistic is highly misleading. For example, it averages in abandoned
applications that never issue and it measures from the current filing date, not the older effective filing date from which
the GATT term is measured. According to Lee Skillington, of the PTO, the 19 month pendency is the average for all
office actionsincluding patent refilings. It may not take into account the original filing date. For example, consider a
patent application that was originally filed in 1980. Continuing applications arefiled in 1982 and 1984 and then the
patent issuesin 1986. The patent office counts the 1982 and 1984 refilings as two different applications. Thus a process



that took effectively six yearsis counted as three applications averaging two years each. In another example posed to
Mr. Skillington, a patent was applied for in 1950. It was under secrecy orders for 40 years. In January 1990, it was
refiled and shortly after the original application was abandoned. In June of 1990, the PTO issues the patent. According
to Mr. Skillington, because the PTO bases their metrics on what has occurred in any three month period, therefore the
pendency of that application would only be six months even though the patent itself took over 40 yearsto issue.

And so, the PTO statistics do not tell the actual pendency of a patent application. However we can look at published
numbers from trade groups.

Using pendency figures from a 1994 issue of the Patent Gazette, the average pendency is seven years. In a June 1994
letter from BIO, abiotechnol ogy industry tradegroup, they suggest it takes an average of ten years for a Biotechnology
patent to issue. The LASER patent took over 20 yearsto issue, and as was stated before, the Crystalline Polypropylene
patent took 27 yearsto issue. Let me point out that these long pendencies were not due to any delay on the part of the
applicant, but solely dueto PTO delays.

Bill H.R. 359 once again levels the playing field between the applicant and the patent examiner. The American patent
system awards patent protection to the rightful creator and encourages patents that can be defended against
infringement. Asis often done, a patent examiner may issue restrictions or reject some or al of the applicants claims

and the applicant has to go through an appeals process. With this new 20 year from filing term, these delays will detract
from the patent term and its economic value. Now with the new rules, the applicant is at the mercy of the patent
examiner. Furthermore, if the Congress passes H.R. 1733, and so adopts an 18 month pre-grant publication of the patent
application, large companies who are well stocked with attorneys by citing additional prior art, can challenge the
application thus causing its issuance to be delayed and shortening its term. The American entrepreneur is at the mercy
of his competitor and the big multi-national corporations.Criticisms of H.R. 359

Opponents of H.R. 359 claim this bill promotes so-called "submarine patents." Few can define thisterm, but it is
generally believed that these are patents that have issued after asignificant delay in the PTO. The critics attribute this
delay due to delays by an applicant.

Based on the previous testimony to this committee and letters from organizations such as Intellectual Property Owners
(IPO) and the National Association of Manufacturers (NAM), there is only anecdotal evidence that any applicant has
caused delays. There has been no comprehensive analysis of why patents are delayed. An administrative organization
such as the PTO has many delays inherent in its operation. Patent examiners have discretion in generating restriction
requirements which necessitate the filing of divisional applications and can cause significant delays. Clerkslosefiles.
Applicants have the right to appeal unjust decisions and file continuing applications. All of these proceedings have
evolved since the patent system was created in 1790. Those who profit from reducing the patent term charge that the
inventors cause the delays. Thisis erroneous, the PTO is apowerful government entity that controlsits own operations.
It draftsits own rules and publishesits own procedures.|t is not in the interest of applicantsto intentionally delay the
issuance of their patents. Inventors want their patentsissued as quickly as possible to protect themselves against copiers
and to attract venture capital. Patent pending offers no protection.

Former Patent Commissioners Gerald M ossinghoff and Donald Banner were not aware of any submarine patents. On
August 12, 1994, Commissioner Lehmantestified before this committee that the law on patents had to be changed
because inventors had elongated the process and created 627 submarine patentsin 22 years. On April of 1995, | asked
the PTO for the specific reasons why these 627 applications were held up. They could not tell me the reasons, and
claimed it would take their entire staff months of time to find the specific reasons for these delays. Again thisis absurd!
Commissioner Lehman uses statistics to advocate weakening our system, but cannot explain his numbers.

After numerous requests and a GAO audit, the PTO hasfinally given the reasons why these cases were delayed.
Attached isapie chart of their data. Sixty Seven percent (67%) of these delays were caused because the PTO imposed
secrecy orders on the applications and thus prevented them from issuing. Another six percent (6%) should not have been
listed or were delayed for reasons other than the applicant. Twenty seven percent (27%) remain unexplained, but there
isno analysisthat they are submarine patents. These 167 allegedly submarine patents represent only 0.0073% of the 2.3
million patents that did issue during this 22 year period. Further, there is no analysisto indicate which (if any) of these
167 patents had any commercial SUCCESS.

Asthe dataindicates, the excuse for changing the law because of submarine patentsis based on faulty reasons and at
best anecdotal arguments. We should not undermine our system of intellectual property rights based on a minuscule
0.0073% of casesthat apparently have had little if any effect on industry.

Finally, when | worked for Congressman Rohrabacher, many from the large multinational companies claimed they only
opposed our bill because of submarine patents. While | think thiswas ared herring, Mr. Rohrabacher promised to
include any language in his bill that would correct intentional delays by the applicant. These groups stated they did not
oppose a guaranteed patent term and promised they would send us anti-submarine language to be added to H.R. 359. As



far as | know, nothing productive has resulted. In fact, some representatives from these groups admitted off the record
they had no use for patents.

The Uruguay Round GATT agreement stated that every country had to have a patent term of at least 20 yearsfrom
filing. According to Clayton Y eutter, USTR under President Reagan, the intent of the GATT patent provisions were so
that each member country would have some minimum level of intellectual property protection. The Uruguay Round
GATT agreement did nothing to preclude a country from adopting alonger term. H.R. 359 puts the patent term at 20
yearsfromfiling or 17 year from grant, whichever islonger. Thisbill complies with that GATT agreement. In fact from
December 1994 until June 6, 1995, the patent term by law was 20 years from filing or 17 years from grant, whichever is
longer, according to the GATT implementing legislation.

According to a 1993 GAO study commissioned by Senators Rockefeller and DeConcini, many U.S. companies report
significant difficulties in obtaining adequate protection of their patentsin Japan and other countries. These criticisms are
valid. It takes on average of over seven years for someone to get a patent in Japan, and even when granted, it may not be
adequately enforced. For example, in 1960, Texas Instruments filed the patent for the integrated circuit in Japan. This
was known asthe "Kilby Patent", after itsinventor Jack Kilby. It took 17 years for the Japanese government to issue the
patent. According to former PTO Commissioner Donald Banner, this may explain why only 14% of U.S. origin patents
are eventually filed in Japan. However, the opponents of H.R. 359 respond by saying that we should weaken our patent
system and hope these countries improve their system. Nothing could be further from the truth.

The U.S. isone of the few countries where intellectual property is part of its constitution, a protected Constitutional
right. Most other countries, particularly Japan use patents as a statement of industry policy. It isludicrousto suggest that
weakening our patent system and allowing foreign companies easier access to our technology will reduce our trade
imbalance or create additional U.S. jobs. Making it easier for athief to take your property will not improve his behavior
or your assets!

Conclusion

Theonly intent of H.R. 359 was to insure that Americans continue to have a guaranteed patent term, and continue to
have access to venture capital, asinvestors will again have aknown period for areturn on investment. H.R. 359 does
not extend the patent term, but only keepsit from being shortened. America needs a strong patent system to remain
competitive. H.R. 359 isimportant to America's competitiveness.

THE CASE FOR A STRONG PATENT SYSTEM

Dana RohrabacheF and Paul Crilly**

INTRODUCTION

Today, as we are zapping our way into the information age, intellectual property and its protection have become
essential to the well-being of our people. It is extraordinary then that the Clinton Administration has given away to
foreign governments and multinational corporationsintellectual property protection relied upon by American inventors
and investors. Whatever the motive behind the fundamental changes being made in our patent laws, our people are the
|osers.

The attack on United States patent rights started under the cover of the recent additions to the General Agreement on
Tariffsand Trade ("GATT").(1) Known as the Uruguay Round, it required that each member country have aminimum
patent term of twenty years measured from the filing date of the application.(2) In response, Congress passed
implementing legislation(3) to ensure that the laws of the United States conformed to these new reguirements.

Buried deeply in the implementing | egislation was a provision that changed the patent term from seventeen years from
the granting of a patent to a maximum of twenty years from thefiling of the application.(4) This provision was not well
publicized until July, 1994, when the Office of the United States Trade Representative reluctantly gave our office a draft
copy of thislegislation. The resulting public and congressional furor over this provision forced the Senate and House
Subcommittees on Intellectual Property to hold hearings on thisissue.(5) The result was a"Rube Goldberg" fix to stop
the term clock for up to five years for delays caused by specific administrative or court appeals.(6) While this
compromise was better than what was originally drafted, it did not fully guarantee afixed patent term by statute. Unlike
other pieces of the GATT implementing legislation, the intellectual properly previsions never had afull and public
markup. The GATT bill was submitted on Fast Track and no amendments were allowed.(7) Therefore, those who
opposed this one specific provision had to vote against the entire trade bill. Most were not willing to defeat GATT
because of this single provision.

The negative effects are not hard to predict. If the effective shortening of American patent terms goes into effect on
June 8, 1995, as provided by the GATT implementing law,(8) private research and development funds will dwindle as
shorter patent terms and weaker patents result in reduced royalties from new inventions. Business startups that are
predicated upon innovative patents will be especially adversely affected. Universities that license the benefits of their



research and technology transfers from our federal laboratories will also be won. The only beneficiaries will be foreign
and multinational corporationswho will pay reduced royaltiesto Americasinventors and investors.(9)

I. TWENTY YEARS FROM FILING TERM

The concept of afixed and guaranteed patent term has existed for over 200 years. Since 1790, America has had a patent
term measured from its grant date which guaranteed afixed period of at |east fourteen years of protection after the
patent was granted. (10) Congress later added a provision for extending the term for another seven years.(11) Partly
because extensions were so common, the law was changed in 1861 so the patent term was seventeen yearsfrom
grant.(12) Conversely, the weaker European and Japanese patent systems have atwenty-year term measured from the
filing date.

Starting the clock at filing has always been a bad idea. When the term starts at the filing date, any delaysin the
application process will detract from its length and therefore its economic value. For example, in 1961 Texas
Instruments filed the basic patent in Japan for the integrated circuit, known as the "Kilby patent" after itsinventor, Jack
Kilby.(13) The Japanese Patent Office ("JPO") required that the application be divided into fourteen separate parts of
which twelve were ultimately rejected. Thefirst patent was granted in 1977, approximately seventeen years after it was
filed. It thus expired just afew years after it was granted. (14) There may be a significant time delay between filing and
grant both here and abroad. According to a General Accounting Office ("GAQ") report, on averageit takes five to six
yearsfrom the filing date to get a patent issued in Japan.(15) Similarly, although the United States Patent and
Trademark Office ("PTQO") claims an average pendency of only nineteen months,(16) these pendency statistics are
misleading. Revolutionary patentsin areas such as biotechnology, which often require arelatively long examination
process, are averaged with the ninety percent of patents which arerelatively incremental or inconsequential. Thissimple
averaging itself skewsthe statistics. An inventor who files arevolutionary and complicated patent that takes years for
the PTO to process should not be in the same category as one who files arelatively simple and inconsequential
application that is quickly processed.

But even more damaging to the credibility of the PTO's use of statisticsisthat the claimed nineteen-month averageis
based on the most recent continuation date, and not the original or ancestral filing date. For example, consider a patent
application originally filed in 1980. Continuations are applied for in 1982 and 1984, and then the patent issuesin 1986.
The patent office uses the 1982 and 1984 refilings as two additional applications. Thus a process that effectively took
six yearsis counted as three aplications averaging two years each. The PTO uses these metrics to overrate their
efficiency of applications processed.

The PTO has not issued official pendency figures based on when original patent applications were filed, so we can only
use reported experiences. Using pendency figures of thirty patents from arecent 1994 Patent Gazette, the average
pendency period isseven years. (17) A letter from BIO, a biotechnology industry group, suggests that many of their
member company patents take an average of ten yearsto issue. (18) Starting the clock from filing would be afinancial
disaster for many of these patent holders. In 1953, Phillips Petroleum applied for a patent on Crystalline Polypropylene,
aplastic used for beverage containers. (19) Because of delays caused by court proceedings and interferences (which are
solely under the control of the PTO), the patent issued to Phillipsin 1983.(20) According to Mlen Richmond, the
company's Manager of Patent and Licensing, Phillips so far has collected $300 million in royalties.(21) Thisreturn on
investment would not have been possible if the United States had atwenty-year-fromfiling term, because the patent
would have expired in 1976.

Changing to aterm based upon filing date will damage the value of our patentsin other significant ways. The American
system is based on awarding broad protection to the rightful creator and encouraging and providing a means to make the
strongest possible application that can be defended against infringers. United States public policy regards patents not as
trophies, but as ameans for the creation of new industriesand jobs. When an inventor files a patent, he often continues
to perfect hisinvention. As new improvements are made, the applicant can file continuations-in-part which will
strengthen his technology and provide a better defense should competitors challenge or infringe on his patent In some
cases, the patent examiner may require adivisional application in which the inventor must refile and break his original
application into two or more separate parts. The PTO supports these refilings because they are a good revenue generator
and inflate their productivity numbers.

The above procedures encourage solid applications and may be required by the PTO but will significantly detract from
the patent's life with aterm based upon the filing date. However, the above actions do not detract from the patent'slife
with a seventeen-year term from grant. Under aterm based upon filing date, the inventor will be at the mercy of the
patent examiner and will take any protection offered by the examiner in order to prevent unnecessary delaysin the
patent issuing process. The end result will be weaker applications that will be more susceptible to infringement.
Independent inventors, who are often the backbone of new companies, will be especially vulnerable against large
multinational corporations who can afford to mount continuing legal challenges.

1. SUBMARINE PATENTS AND THOSE MALICIOUS INVENTORS



Proponents of the twenty-year-fromfiling patent term, such asthe Intellectual Property Owners ("'1PQ"), a patent
|obbying group of large multinational corporations, claim this change eliminates so- called "submarine patents.” These
are patents that have issued after a significant delay in the PTO. It has been conceded that there are only afew
"submarine patents."" The reasons for the delays have never been fully analyzed. However, it is clear that an
administrative organization like the PTO has many delays inherent in its operations. Patent examiners have discretionin
generating restriction requirements which necessitate the filing of divisional applications and cause significant delays.
Clerkslosefile histories. Applicants have afight to appeal unjust decisions and to file continuing applications. All of
these proceedings have evolved since the original patent system was started in 1790.

Those who profit from cutting down patent terms charge that the inventors cause the delays. Clearly, thisis erroneous
because the PTO, a powerful government entity, has the ability to control its own operations. It draftsits own rules,(23)
and it publishesits own procedures.(24)

Also, it isnot in theinterest of the majority of applicantsto intentionally delay the issuance of their patents. Most
inventors want their patentsissued as quickly as possible to protect themselves against copiers and to attract venture
capital. A patent pending on a device offers no protection. Many, if not most, license agreements provide that no
royaltieswould be payableif a patent is not issued within two to three years, and few, if any, such agreements call for
royalties payable until after the patent isissued.

Gerald Mossinghoff, former United States Commissioner of Patents under President Reagan, was not aware of any
submarine patents.

(25) According to the testimony on August 12, 1994, Bruce Lehman, United States Commissioner of Patents, stated that
from 1971 to 1993 there were 627 cases out of approximately 2.3 million patentsissued (or 0.027%) where the patent
pendency has exceeded twenty years.(26) Commissioner Lehman implied that these were filed by malicious persons
interested in elongating their patent term. Examination of these allegedly submarine patent cases by Donald Banner,
former Commissioner of Patents under President Carter, reveals that 257 of these are owned by the U.S. government
and their issuance was probably delayed because of secrecy orders. The remaining 370 applications may have been held
up for reasons other than intentional delays by the applicant such as interferences and secrecy ordersimposed on the
applicant.(27) A letter received from the | PO cites afew examples of aleged abuses, primarily by a Jerome Lemelson
who had a patent in process for over thirty years.(28) Obviously, the IPO has not stated his side of the story. Why did it
take the PTO so long to process his patent application? Even if abuses do occur, what has been presented is anecdotal
and should not be the basis of undermining an entire institution that has made the United States the world's
technological leader.

When explaining how submarine patents occur, Commissioner Lehman stated that when an inventor receives a Notice
of Allowance from the PTO, informing him the patent will soon issue, the inventor then refiles, and thus prevents his
patent from issuing.(29) The PTO could easily prevent this abuse by declining to accept such a continuing application.
These reforms to control abuses can be made administratively without having to reduce the seventeen-year patent term.
EIGHTEEN MONTH PUBLICATION

Reducing the length and certainty of the termis only the first wave of the attack on patent rights. Under the American
system, patent applications are kept confidential until the patent isissued. This protects the applicant from competitors,
particularly large corporations who can afford a battery of attorneysto challenge the application or flood the patent
office with incremental patents to diminish the value of the original patent, asis often donein Japan. (30) Now thereis
serious consideration being given to publicizing the application eighteen months after filing whether the patent isissued
or not.(31)

Thisisobviously an invitation for thievery. Setting an arbitrary eighteen-month publication date will have the
unintended consequence of causing inventors to abandon the patent system and revert to a system of trade secrets.
Today, because the application is kept confidential, the applicant can still keep hisidea atrade secret if his patent
application isrejected.

IV. PRIOR USER RIGHTS

Prior user rights give the person who uses an idea, but either never developed it or kept it atrade secret, the fight to
infringe another's patent. While there is nothing illegal about trade secrets, having a patent allows the owner to prevent
infringement. Weakening our patent system to allow for prior user rights not only encourages trade secrets and stifles
the dissemination of technology, but deval ues the property of the one who has gone to the trouble and expense of
obtaining the patent and disclosing it to the public.(32)

V. BENEFITSOF STRINGENT PROTECTION

It's not just money. It's our future and it always has been. Americans have always placed a high value on this unique
form of property rights. A system to protect intellectual property was even written into our Constitution.(33) This
should be no surprise considering that Benjami n Franklin, Thomas Jefferson, and so many of our nation's founding



fathers were, after all, technologists. They recognized that for our vast and underdevel oped country to grow and for its
citizensto prosper, our nation needed both technology and freedom.(34)

Our opportunity was to be limited only by our imagination. The product of our intellect, however, would be protected
by law. America's strong patent laws have served to encourage investment and technological research that has kept our
country in the forefront of human progress. (35) All of this was accomplished because Americans were creating, or at
least utilizing, the best technology from steam engines and reapers to microprocessors. Thomas Edison's invention of
the electric light bulb not only provided an alternative to gas and oil lamps, but spawned an entire utility industry. His
motion picture and phonograph patents created a vast entertainment industry. The transistor, integrated circuit, and
microprocessor made possible a multi-billion dollar electronics industry. Millions of Americans owe their jobs and
prosperity to industries created by America'sinnovators. The competitiveness of our country istied to our ability to take
the lead technologically.

Today, for example, while other countries aretrailing in biotechnology development, America's biotechnology
companies arein the forefront of this historic leap.(36) Biotechnology is, after all, an American creation, financed by
private American capital and brought to market by Americans. The German government tried to develop a
biotechnology industry but failed, turning instead to American technology.(37) Given the German result and similar
experiencesin therest of Europe and Japan, government subsidization of industry startups has had dubious success.
Many argue that in this fast-moving technological age when: product life cycles may be amatter of months or afew
years, the traditional patent system is obsolete.(38) Nothing could be further from the truth. Patents are designed to
cover broad inventions such as the transistor, integrated circuit, microprocessor, and magnetic resonance imaging.
Whileall of these and other revol utionary inventions continue to be improved, the basic patented concepts behind them
are still crucial. The tremendous explosion in the sheer amount of information available to an ever-increasing number of
peopl e suggests the creation of even more breakthrough technology. While pharmaceutical and biotechnol ogical
innovations may take years and billions of dollarsto develop, oncethey are on the market it isrelatively inexpensive for
competitors to copy these products. Fortunately, our patent system acts as a strong shield protecting America's
innovators from this theft, thus maintai ning the incentive for the investment of venture capital in research and
development. So it should be no surprise that there are both domestic and international forces at work to weaken
Americas patent system.

If these efforts are successful, United States patent holders, our technology creators, and their financiers will be robbed
of billions of dollarsin royalties by those who use technology. Huge foreign corporations will be off the hook for the
licensing revenue they would owe Americans under current law. The end result will be American technology being used
against us, for free, just astheincentive for future investment in domestic technology creation is reduced.

VI. PATENT HARMONIZATION

The stated goals of patent harmonization are to strengthen the intellectual property laws of other nations, and to make it
possible for one patent application to be valid worldwide.(39) Who could oppose that? In theory it islaudable. In
practice, patent harmonization has become a Trojan horse that is being used to whittle down America's strong patent
system so it conforms to the weaker Japanese and European systems.

Y es, uniformity of law throughout the world has aring to it. However, harmonization is being paid for by decreasing

our guaranteed patent term. Uniformity merely for its own sake and without any quantitative benefit to Americans does
not make any sense.(40) If the objectiveisto have a uniform worldwide patent system, other nations should adopt the
stronger United States model.

Unfortunately, the Clinton Administration and world |eaden view patent harmonization and patent laws as just another
bargaining chip in trade negotiations. Just as United States trade negotiators would not consider trading away
constitutional freedoms such as free speech, neither should they trade away intellectual property rights. According to
testimony before the Senate Subcommittee on International Trade by the GAO, the laws and cultures of the Japanese
and American patent systems are widely different.(41) "Inthe U.S. the focus of the patent system isto protect the
individual patenteg[s] and provide them with exclusive rightsto their inventions. By contrast, many experts contend the
focus for the Japanese patent systemsisto promote industrial development by dixserninating technology.(42)
Intellectual property inthe United Statesisindeed that, property, whereasin Japan, it isjust another piece of the
government'sindustrial policy subject to political whims.

This same report states that United States companies that do file patentsin Japan have expressed a high degree of
dissatisfaction with the Japanese patent system.(43) These problemsinclude lack of enforcement, relatively long delays
in issuance, the narrower scope of patent protection granted, the cost, and the difficulty of obtaining patent protection
for pioneering inventions.

Thereis nothing to suggest these conditions will improveif the United States weakensits own patent system. The two
cultures are so widely different that it would be too much to expect that superficial legislation and trade agreementswill



improve the Japanese patent system for foreigners who expect the same protection in Japan they now receivein the
United States. By the time Americans understand the problem, it may be too late.

CONCLUSION

On January 4, 1995, the Dole-Rohrabacher bill" was introduced to restore the patent term to the longer of seventeen
yearsfrom grant or twenty years from filing. This guarantees patent holders seventeen years of protection, the right of
Americans before GATT, and what we still have under transitional arrangements until June 8, 1995. Furthermore, the
Dole-Rohrabacher bill complieswith GATT.

Asthe United States fully entersinto both the information age and global markets, harmonizing our patent system with
those like Japan would be a fundamental mistake. The PTO isfailing in its mission to protect the interests of our
country and the rights of our people. It istime for Commissioner Lehman to abandon the practice of international patent
policy appeasement and act to protect the value of American intellectual property.
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BODY:

For 134 years, the United States guaranteed a minimum patent term of 17 years from date of grant of a patent. Last year,
aprovision was snuck into the GATT implementing legislation to eliminate the guaranteed minimum term and replace it
with aterm of 20 years from filing. Thiswas not required by the GATT agreement, but was done as aresult of adeal
made between two unelected officials at the U.S. and Japanese patent offices. To this day, the Congress has not had an
opportunity to vote up or down on thisissue. That'swhy | greatly appreciate the opportunity to have a hearing on
legidation, H.R. 359, which will correct thisinjustice.

H.R. 359, cosponsored by myself and 196 of our colleaguesin the House of Representatives, will establish a patent
term of 20 yearsfrom filing or 17 years from grant, whichever islonger. It also contains a provision to publish patent
applications, if an inventor files a continuing application 60 months after aninitial filing. The bill isfully consistent
with the GATT agreement, which stipulated that all nations must establish a patent term of at least 20 years from filing.
The legislation is supported by every group of independent inventorsin the country. Their rights are being
systematically attacked by some very powerful interests. We should not allow that to occur, because independent
inventors have always provided the creative impul se to our economy. Independent inventors have given us everything
from Herman Hollerith's tabulating machine to Lee DeForest's vacuum tube to Edwin Land's Polaroid camerato
Raymond Damadian's Magnetic Resonance Imager. They created entire industries because they had an exclusive right
to their inventions for a set period of time.

H.R. 359 is supported by small business groups, including National Small Business United and National Association for
the Self-Employed; by universities, including the Association of University Technology Managers, M.l.T. and Harvard;
by the National Venture Capital Association; by biotechnology companies, including AMGEN and BIOCOM, the
leading group of small biotechnology companiesin America. These people create cutting edge inventions, which
routinely take longer than three yearsto issue into patents. In fact, many biotechnology patents take aslong asten years
to be processed because there remains a shortage of examiners with the appropriate expertise.

| cannot support H.R. 1733, the Patent Application Publication Act, which is also under consideration today.
Unrestricted publication of all patent applications 18 months after filing is an invitation to the whole world to steal our
technological ideas. Publication opens up the possibility of pre-grant opposition, which would seriously erode theterm
of patent protection in a 20-year-fromfiling system. Early publication will prevent independent inventors from having
the time needed to devel op dependent inventions based a breakthrough idea. Finally, H.R. 1733 establishes an
unworkable and bureaucratic system of "patent term extensions," while still not providing a guaranteed minimum term.
Our nation's founding fathers knew the importance of inventors and their ideas. Thomas Jefferson was atechnologist.

Y ou should visit Monticello if you have a chance to see some of the products of his mind and imagination. Benjamin
Franklin isrenowned even today for his contributions. They valued knowledge as an end in itself. Thomas Paine, in The
Rights of Man, said, " Though man may be kept ignorant, he cannot be made ignorant.” Knowledge, they knew, was a
necessary condition for liberty. These men also knew that the most effective way to guarantee progress was to respect
and protect new inventions, so they created a patent system which was second to none. Their vision helped America
out-compete its old-world rivals and become the great and prosperous nation we know today. Even after World War 11,
facing competition from Third World nations paying wages of 25 or 50 cents an hour, we have continued to out-
compete everyone throughout the planet.



That's because we have maintained our technological lead on the world. It is technology and knowledge that have given
us the competitive edge throughout our Nation's history. It is not that our people were necessarily willing to work harder
or were so much smarter than everyone el se, because many people around the world work very hard and arejust as
smart as Americans. But if you look at American history, you see adifference. The United States was the country that
devel oped the reaper which revolutionized the harvesting of crops. We took the steam engine, originally developed by
the ancient Greeks, and turned it into an engine for progress and prosperity. We devel oped the telegraph and the
telephone.

It's no coincidence that America has been the source of so much invention and that Americaisthe only country in the
world to put patent protectionsinto its constitution. We believein individual freedom, which guarantees all of usthe
right to control our own destiny and think and speak and worship and raise families as we wish. And we believe that
property, including intellectual property, should be respected and protected as a matter of right. Technology and
freedom are different sides of the same coin in America, by whichwe have remained prosperous and become the
greatest country on Earth.

Patent protection is absolutely crucial to the success of the United States. The debate in the Congress today over the
direction of the patent system will have an enormous impact on this nation's economic future. Billions of dollars of
royalties are at stake. More than that, our view of Americais at stake. Will we continue to be a nation which rewards
and protects the ideas created by Americans? Will we maintain our commitment to progress and to the independent
mind? Or will we abandon thisideal and allow inventorsto be ripped off by those who simply do not want to pay as
much in royalties as they do now?

I, along with amajority of the House, voted for "fast-track" authority for the GA TT agreement. This meant that the
administration had the right to negotiate this trade agreement,which would then be voted on as asingle vote. It was all
or nothing. The implementing bill would be presented to us, it would be one vote, up or down, and we could not vote to
amend what was presented to us. This arrangement meant that the trade negotiators could hash out all the details and
come up with the best agreement they could get for America. Of course, it also implied that nothing would be put into
the GATT implementing bill which wasn't required by the actual agreement.

Congress and the American people were lied to, and we were betrayed. The GATT agreement said that each country
had to have at least 20 years of patent protection from the time of filing of a patent application. We could put on
extensions if we wanted. We could have merely set aterm of 20 yearsfrom filing or 17 years from grant, whichever is
longer. That would have been consistent with the status quo in Americafor over a century and would have protected
inventors and would have been completely consistent with the GATT agreement. In fact, we had such aterm for an
interim period of seven-and-a-half months until June 8, 1995. In the weeks before June 8, the Patent Office was
overwhelmed with tens of thousands of applications from inventors who did not wish to lose their guaranteed 17 years
of protection.

| personally fedl betrayed that the GATT agreement didn't include aterm of 17 years from grant or 20 years from filing.

| voted for the GATT fast-track authority. GATT did not require that our country diminish the patent protection enjoyed
by our citizens.

Y et a20-year fromHiling term was placed in the bill in hopes of passing this major changein patent law without full
debate, without full scrutiny. | was even denied the right to even see the language of the proposed | egislative change
until shortly before the vote was scheduled. Asit turned out, the Administration was forced to stand off and the vote
was delayed, which gave us some moretime. But GATT passed, with the 20-year-from-iling term which could not be
amended out under the fast-track rules, and now that's the law of the land.

Before, with the 17-year-fromgrant term, if an American inventor applied for a patent, no matter how long it took the
Government to issue that patent, the inventor still owned that patent for 17 years. If the Patent Office took five or ten or
fifteen yearsto issue the patent, it didn't matter, because the inventor and the investor still had 17 years of protection
guaranteed to them. That was an important part of our country's commitment to protect and nurture the genius of our
people.

The GATT law changesthat dramatically. The change is designed to appear to be of little consequence. In fact, it
appears to elongate the time of patent protection. Now, if an inventor's patent isissued immediately, he will have 20, not
17 years of full protection. That would be great if patents were issued immediately, but they are not issued immediately.
In fact, almost every technological breakthrough patent has taken years and years to be issued by the Patent Office.
Under the new law, the microprocessor patent would have received three years, not 17 years, of patent protection. The
polypropylene patent, which the Patent Office issued after 27 years of delay, would have gotten zero protection. Many
small biotechnology firms are based on one or two key patents which they own but which commonly take six, eight or
ten yearsto issue. The biotechnology companieswill be severely hurt by the new term.



What does this mean? Again, it means billions of dollars that should be going into the bank accounts of American
inventors and American investors will now end up in the bank accounts of multinational and foreign corporations. It
also means that technol ogy that Americans created and developed will be used against us by our competitors since real
patent protection will be reduced. It is, in short, one of the greatest ripoffsin history. That's what happened in the GATT
implementing | egislation and something that, unless we act, the perpetrators of this crime will get away with. Friends, |
tell you tonight that they will not get away this ripoff of inventors. We have to admit that some of the people who voted
for this and supported it probably do honestly believe that it will have a positive effect, in stopping submarine patents
and harmonizing our patent laws to those of other countries. It istrue that the United States, Japan and Europe have
different kinds of patent law. We have different laws to protect other rights as well, freedom of speech, freedom of
religion, freedom of the press. There are different laws protecting our rights in the United States, and we pride ourselves
that we have stronger protections of our rights than other countries.

However, Bruce Lehman, head of our Patent Officein the United States, has decided that harmonization of patent laws
isreally an important thing in and of itself. So he agreed to put this change into our patent law. He did thisin agreement
with the Japanese, who have wanted to make this an other changesin our patent law for many years. His agreement with
the Japanese Patent Office had to be enacted by Congress, so he had to find away to get this major change enacted. So
he worked to get it slipped into the GATT hill. What did Bruce Lehman, our negotiator, looking our for American
interests, get in return for eliminating certain patent protection in our country? In exchange for it, we got two more
months to file a Japanese transl ation of a patent application than we had before.

Thisdeal reflects an almost criminal naivete. To cover up this absurd acquiescence to the Japanese interests, we have
seen underhanded tactics being used and misinformation being spread about Capitol Hill. Last August, Mr. Lehman
claimed in testimony that there were 627 submarine patentsissued 20 years after filing and he said these delays were
caused by inventors who intentionally delay the issuance of their patent until the market has matured and their return on
investment maximized. Well, we got a report from the Patent Office on those 627 patents. It said that fully 68 % of

those patents were under secrecy orders and that was the reason they were delayed. That means the government had
ordered that the technol ogy in those patents should be kept secret for national security reasons. Of the remainder, some
had been included erroneously, alarge number had been delayed by Patent Office ordersfor divisionals, and so on.
How many were really "submarine" patents? It isimpossible to know, other than it could not be more than amere
handful.

Patent Commissioner Lehman has said that the average patent application takes 19 months to be processed. That
statistic is misleading, at the least. First, it includes routine abandonments which may take only afew weeks. It also
includesinconsequential and trivial patent applications, which never produce royalties. The figure does not include
refilings, so it isnot relevant to the issue of how long it takes from original filing to actual issuance, which is what we
are concerned with today. Most importantly, breakthrough patents almost always take longer than the "average" to be
processed, since they are always more novel and complex. Mr. Lehman has never, despite many opportunities,
addressed any of these concerns, nor has he recanted his irresponsible statement of last August in which he stated that
he knew of 627"submarine" patents, 2/3 of which turned out, as| just noted, to be under secrecy orders from our
government. To this day, the Patent Office hasn't given usthe information we need, which isthetimeit takes for
breakthrough patents to be processed from the time of the ancestor filing date. I've asked the General Accounting Office
to go into the Patent Office and find out for us. They will find out the answersfor us, since apparently Mr. Lehman
cannot tell us.

This situation must be resolved and inventors' fights must be restored. | have authored legislation, H.R. 359, to restore
the patent rights of the American people. Senate Majority Leader Dole has sponsored the same legislation in the Senate,
S. 284, and | commend Bob Dole for his commitment to inventors. He has led the effort in the Senate and is doing a

great job in shepherding the bill through a difficult process over there.

H.R. 359 and S. 284 arereally quite simple. They establish a patent term of 20 years from filing or 17 years from grant,
whichever islonger. That's exactly what the GATT implementing bill should have said. They also contain a clause
which will cause the publication of a patent application if an inventor triesto delay the process after five years. Many
people out in industry have real concerns about submarine patents and inventors who allegedly rip off corporations by
playing the system and filing endless continuations in the Patent Office. So | have bent over backwards to help them out
because | am concerned only about maintaining 17 years of protection for American patent applicants. | have stated
time and time again in meetings with congressional |eaders and industry representativesthat | will put into my
legislation anything that will solve the submarine patent problem, aslong as we maintain 17 years worth of protection. |
am still waiting for acompromise. Frankly, | have come to suspect that the submarine patent issueis being used as a
cover by those who simply want aweaker patent system because they respect big-money multinational corporations
more than they do the creative individual. Mr. Lehman typified the attitude when he was quoted in the New Y ork Times
saying that his opponents were nothing but a bunch of "weekend hobbyists." Last week, in testimony before a



subcommittee of the International Relations committee, he repeated that remark. No wonder he negotiated away
American patent fights with such abandon.

Independent inventors are the creative engine of our economy. It isironic and sad that IBM opposes a minimum
guaranteed patent term, when their company is based on the work of independent inventor, Herman Hollerith, who
invented the tabul ating machine and started the company that eventually became IBM. It isappalling to see the large
automobile manufacturers oppose H.R. 359, when independent inventors have contributed so much to their industry,
such as Francis Davis' power steeringinvention and H.F. Hobbs' automatic transmission. Apparently, these companies
would prefer not to have to pay to use theideas of such brilliant minds.

H.R. 359 has 197 sponsors, including myself. It is supported by a broad coalition of groups. The National Venture
Capital Association supportsthe bill, because a minimum guaranteed term will allow them to predict the value of anew
invention. Universities support H.R. 359, because they are producing thousands of new, basic ideas which are creating
whole new industries in this country. Small businesses support H.R. 359, because many of those companies are based
on one or two successful patents. Without strong patent protection, they will be spending their money defending their
rightsin the patent office and the courts instead of developing their ideas in new products.Biotechnology companies
also support a minimum guaranteed term. Most biotechnology patent applicationstake five to ten years to be processed.
A 20-year-fromfiling system will disproportionately harm their industry. AMGEN and the industry group BIOCOM

are each submitting testimony to this hearing. | urge you to listen to what they have to say.

Thereisalternative legislation, H.R. 1733, the Patent Application Publication Act. That bill proposes to publish all
patent applications 18 months after they've been filed. That's regardless of whether the patent has been issued and the
technology protected. And it's whether or not the inventor hastried to delay the issuance of a patent. No matter what,
every application would be published under H.R. 1733.

It should be obvious that thiswill lead to the stealing of American technology by foreign interests and large
corporations here in the United States. Who would want usto let the world know all of our secrets of our technological
creativity before the patents have been issued to protect them.?

Well, this was another Japanese demand that Bruce Lehman agreed to in order to fulfill hisideological commitment to
harmonization between our countries. Under H.R. 1733, we're in effect going to hang a huge neon sign out in front of
the Patent Office that says, "Come and steal our technology. Here is something of value; come and copy it." H.R. 1733
must be defeated. Its advocates fully realize the effect publication will have. The bill is officially called the Patent
Publication Act of 1995, but in lettersto Members of Congress, the other side uses innocuous termsto describe the bill,
such as calling it Patent Term Extensions and sometimes not even mentioning publication at all. The hill's provisions for
patent term extensions are unworkable and bureaucratic. Also, the bill relies on the idea that the Patent Office will take
responsibility for any delays they cause and grant the appropriate extensions. Such an approach is simply naive.

Both the 20-year-fromiling term and 18-month publication of patent applications diminish patent protections.
Together, they eliminate an important competitive advantage America has enjoyed for over 200 years, the strongest
patent system in the world. More than that these changes are adirect attack on property rights, intellectual property
rights which should not be infringed. | wouldn't want the government to take away your land or your possessions. | also
wouldn't want the government taking away your intellectual property.

We are entering a new technological age, and our government is destroying our greatest asset, the creative genius of our
people. We are giving it away for some feather-headed notion that we are going to have global harmonization of patent
rights and that is going to make us all love each other and we can operate in good will.

Imagineif we told the American people that we wanted to have harmonization of individual rights of our citizensto
pray and speak as we please, and we had some featherbrained government official making a deal with Singapore giving
those rights away. "By the way, the American people are just going to have to give up theserights. They are too
individualistic. We need a new global concept of human rights to make sure wherever you go, people have the same
human rights level. The American people would never stand for that.It is up to usto carry on the tradition of Jefferson
and Franklin and the creative minds which gave us the Constitution and individual liberty and strong intellectual
property rights. They talked about freedom. They talked about the dignity of the common man. They said that we would
be a society so prosperous that even the common man could own the product of hislabor, and could livein peace and
harmony with his family. Tyranny would not reign in America because we believed in freedom and individual fights.
Part of freedom and individual fightsisthe fight of peopleto control their own creations. It is a preciousfight and as
important to our society as any of the other fights we have enjoyed for so long.

Now we have an unelected official, Patent Commissioner Bruce Lehman, making deals with the Japanese which will
diminish the fights of the American people. We are supposed to accept hisfair accompli. | know, that with your help



and faithfulness, thistragedy will not stand. Thank you for allowing me to testify before this distinguished
subcommittee. Talking Points About The H.R. 359/S.284 Patent Term Restoration

Substance of the bill: Combine the patent term in the GATT implementing legislation and that of the previous U.S. law
so American patent holders have aterm of at least 17 years from when patent is granted.

- Companion Senate bill S-284 introduced by Robert Dole (R-KS).

The new law that went into effect on 6/8/95 effectively shortened the patent term.

- H.R. 359 isin compliance with the GATT treaty.

The Administration viaMickey Kantor in aletter to Senator Dole has pledged not to oppose this bill. The White House
Conference on Small Business endorsed the concept contained in H.R. 359.

Asof 8/2/95, thisbill has 189 cosponsors, including large numbers of both Democrats and Republicans.

Endorsed by: AUTM; COGR (universities); NVCA (venture capital firms); NSBU (small business); Business and
Industrial Council; inventor groups from Texas, Ohio, Tennessee, Kansas, Oklahoma; pharmaceutical and biotech
companies; Monsanto. Certain patent protectionis crucial to business startups, R & D investment, and future economic
growth.

Bill includes publication provision for abusive submarine patents. Rohrabacher is open to additional anti-submarine
provisions.

Background:

1. The GATT treaty requires each country to adopt a minimum patent term of 20 years. Therefore, member countries
can adopt alonger than 20 year term.

2. Previous U.S. law had a patent term of 17 years from when the patent is granted.

3. The GATT implementing legislation adopted by Congress last year called for a patent term of 20 years from filing of
apatent application.

4. Because of filing delays, a patent can take several years after filing to beissued, and therefore, result in adrastically
reduced term. For example, if patent application takes 7 years to issue, under the new law, the inventor would only geta
13 year term. Under the old law he/she would have had a 17 year term. Thus, the new law has reduced the patent term
by 4 years, and thereby reduced its economic value. 5. On January 16, Mike Kirk of the U.S. Patent Office, said that the
GATT provision could substantially shorten patent terms.

H.R. 359/S. 284 Supporters

AUTM (Association of University Technology Managers), Norwalk, CT. COGR (Council on Government Relations) -
an organization of research universities, Washington, DC. National Association for the Self-Employed (NASE),
Washington, DC. National Small Business United (NSBU), Washington, DC. National Venture Capital Association
(NVCA), Washington, DC. United States Business and Industry Council (USBIC), Washington, DC. Valve
Manufacturers Association of America, Washington, DC. Mr. Don Banner, Former Commissioner of Patents and
Trademarks. Fonar Corporation, Melville, NY. Smith Kline Beecham, King of Prussia, PA. Sterling Winthrop Inc.,
Washington, DC. Molecular Biosystems, Inc., San Diego, CA. Aregen, Thousand Oaks, CA. Allergan, Newport Beach,
CA. Kansas Association of Inventors, Great Bend, KS. Oklahoma Inventors Congress, Tulsa, OK. Tennessee Inventors
Association, Oak Ridge, TN. National Congress of Inventor Organizations, Logan, UT. Nevada Inventors Association,
Reno, NV. Amarillo Inventors Association, Amarillo, TX. Houston Inventors Association, Houston, TX. Utah
Biomedical Industry Council, Logan, UT. Capital Inventors Association, Arlington, VA. Small Entity Patent Owners
Association (SEPO), Pleasant Hill, CA. Inventors Voice, Los Angeles, CA. United Inventors of America. Ohio State
Bar Association. Columbus Intellectual Property Law Association, Columbus, OH. University of Utah, Salt Lake City,
UT. University of Tennessee, Knoxville, TN.

Guzik Technical Enterprises, San Jose, CA. DC Power Tools, Austin, TX. Anatomic Research, Inc. Arlington, VA.
Eltech Innovations, Inc. Bremerton, WA. Future Technologies Today, Ogden, UT. Simco, Weston, CT. Riley and
Associates, Grand Blanc. MI. Midwest M arin Contractor, Mt. Prospect, IL. Salzer Technology Enterprises, Inc. Santa
Monica, CA. Tutle International Marketing, Orlando, FL.41. Charter Oak Classics, Inc., Tualatin, OR. Phillippi-
Hagenbuch, Inc., Peoria, IL Surgitrac Corporation, Atlanta, GA. Durabla Pump Components, Inc., Odessa, TX, and
Lionville, PA. MicroLogic, Inc., Waltham, MA. R & D Technology, San Diego, CA. Norian Corporation, Cupertino,
CA. Center for Innovation and Business Development, Grand Forks, ND. Power I deas Corporation, Mountain View,
CA. Guzik Technical Enterprizes, San Jose, CA. Edison Inventors Association, Inc., Fort Myers, FL. Chamber of
Commerce, Chester County, PA. Docie Marketing, Athens, OH. Alliance for American Innovation, Washington, DC.
Intellectual Property Creators, Los Altos, CA. Alexander C. Johnson, Jr., law firm of Marger Johnson McCollom, and
Stolowitz, Portland, OR. Barnes, Crosby, and Fitzgerald, law finn, Irvine, CA. Roger Coe, Attorney, Elkhart, IN Peter
Theis, Attorney, McHenry, IL. Todd Hardy, Attorney, Adington, VA. ALPHA Software Patentholders, Los Altos, CA.
Houston Chronicle Biogen, Cambridge, MA. Providence Journal-Bulletin. American Chemical Society. Small Business



Legidative Council (with 93 affiliated organizations). Boston College. Boston University. Brandeis University.
Brigham & Womens Hospital. Creative Biomolcules. Harvard University. Massachusetts General Hospital.
Massachusetts I nstitute of Technology. New England Deaconess Hospital. New England Medical Center. Woods Hole
Oceanographic I nstitute.

Noteworthy Inventors who support H.R. 359/S. 284.

Raymond Damadian, M.D., inventor of the MRI. Dr. Robert Rines, inventor of high resolution radar and internal organ
imaging. George Margolin, inventor of microfiche readers, folding pocket calculators. Paul Wolstenholme, inventor of
serf erecting grain storage system.

BREAKTHROUGH PATENTS WHICH ISSUED MORE THAN THREE YEARS AFTER FILING

1. Crystalline Polypropylene 27 years to issuance NO protection under 20-year-fromfiling system Phillips Petroleum
made $300 million on patent m LASER 20 years to issuance NO protection under 20-year-fromfiling system Endless
prior art disputes from earlier "maser"

3. Microprocessor 17 years to issuance 3 years of protection under 20-year-fromfiling

Received almost no protection in Japan
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BODY:

REP. MOORHEAD: The subcommittee on courts and intellectual property will cometo order. This morning we meet
to take testimony on two bills pending before the subcommittee: HR359 and HR1733. We have the receipt of a number
of requests of statements and |etters made a part of today's hearing record.

I have unanimously accepted the following statements be made part of the record: it'sapart of HR 1733; alist of 60
U.S. companies and 14 national trade associations. In addition, we have the business and software (inaudible), the



Pharmaceutical Research and Manufacturers' Association, the Generic Pharmaceutical Industry Association, Intellectual
Property Owners, Chemical Manufacturers' Association, Genitec/Biotec Technology Company, a statement of the
Biotec Organization representing 500 V edic companies, departing the 20 year term of the recommended amendment,
HR1733, concerning delays caused by the PTO, letters signed by five of the last six former commissioners, the PTO in
support of HR359, we have aletter from Congressman Baker requesting aletter from Mr. Fishman be part of the record,
a statement from the American Counsel of Education, aletter from Mr. Chris Wells representing the Oklahoma
Inventors Congress, aletter from Mr. Lawyer a patent attorney, a statement from Ronald Riley, Alliancefrom

American Innovations. Without objection, so ordered.

This morning we continue hearings on important legislation. | would like to take afew minutes to provide some
background on why | believe HR1733 isimportant.

After World War |1 and during the Cold War, the United States used trade policy as part of a strategy to help rebuild
the economies of Europe and Japan and to resist communist (inaudible) inflation.

We led theworld in global efforts to dismantle the trade barriersand create institutions that would foster global growth.
But now we're no longer the sole economic power in theworld. We are the world's largest economy, and world's largest
trading nation. Our economy, which represented 40 percent of the world's output following World War 11, now
represents 20 percent.

Europe and Japan rebuilt, became tough competitors. The newly industrialized nations became increasingly protective,
winning a share of the U.S. market many times without losing their equality. Although we welcome the product
services and investment of other nationsin the United States, now we must insist that the markets of our trading partners
be opened for product services and investments for the United States.

Wewill no longer tolerate free riders of the global trading system. Weinsist upon reciprocity in our trade agreements.
Thisisacritical changein the way view both trade policy and foreign policy. Theroad to prosperity is not aways
smooth. Sometimes our trading partners will have economic problems. We must remember that the success of
economy isinexplicably linked to the economies of other nations.

Some would have us follow the ostrich approach; if we just stick our headsin the sand, the problems of other nations
will smply go away. But history has shown that cutting ourselves off from the world is a sure formula towards the less
successful and prosperous country.

Intellectual property protection has set a significant feature of our trade policy. Negotiating strong intellectual property
agreements and enforcing them has taken on new urgency because of the increased importance of our intellectual
property industries to our national competitiveness.

Our copyright lease industries are growing at twice the annual rate of our economy, and employing new workers at
almost four times the annual rate of the economy asawhole. Last February, | participated in a press conferencein
which areport entitled "the copyright industries the U.S. economy from 1973 to 1993" was rel eased.

Thisreport, which contains impressive figures, was prepared for the International Intellectual Property Alliance by
Economists, Inc. Let ustake amoment to highlight some of these figures because | think they're indicative of just how
important the intellectual property industries are today's economy and to America's economic future.

In 1993, the copyright industries account for 3.7 percent of the United States gross domestic products. This mean 238.6
billion dollars. Between 1977 and 1993, employment in the U.S. copyright industries more than doubled to 3 million
workers, which is 2.5 percent of the total U.S. work force.

Between 1988 an 1993, the U.S. copyright industry grew almost four times the annual rate of the whole economy; 2.6
percent versus .7 percent. The copyright industries contribute more to the U.S. economy and employ more workers than
any single manufacturing sector, including aircraft, primary metals, textiles, apparel or chemical.

In 1993, the U.S. copyright industries achieved estimated foreign sales of 45.8 billion dollars. After automobile and
parts, the copyright industry is the second largest industry in export.

A global economy offers tremendous opportunities for American workers. Over 11 million workersin the United States
owetheir jobs to export. These jobs pay higher wages on the average than the jobs not related to trade.

Every billion dollars of exports support 17,000 jobs. Clearly expanding trade iscritical to our efforts to create good,
high wagejobs. The global economy will not disappear. We cannot turn our backs on the clock. Evenif we could, we
must face the fact that the United States has a mature economy, and we have only 4 percent of the world's popul ation.

Future opportunities for growth in the United States will depend in part on providing goods and services to the other 96
percent. Given thisfact, opening markets, expanding trade and enforcing our trade agreements are important to fostering
growth in the United States.

Wheat this hearing is about this morning iswhether we go forward and strengthen our inventors and our industry to
compete in global economy, or do we roll back the gains that we have already made.



I'd like to spend the next few minutes talking about HR1733 and the newly created 20 year patent term. Theold law

was that your patent lasted 17 years to the date of issue. The new law as of June 8, 1995 is that the patent will last 20
years from the date that you filed with the Patent and Trademark Office. That commitment was made in substance
(inaudible) agreement, aswell asin the 1994 bilateral executive agreements with Japan.

The twenty year term invented agreed upon point and gap for at |east the four or five years, through republican and
democratic administrations alike. Thisis common knowledge. The idea of the 20 year term isnot new. The 20 year
proposal almost identical to the present law was recommended for the U.S. by President Lyndon Johnson's commission
on the patent system in 1966.

And Secretary of Commerce Mossbacker commission on patent law reformin 1992. | did not votein favor of GAT
implementing legislation for a number of reasons, none of which concernsthe intellectual property provisions of GAT.
To the contrary, | do know that the copyright and patent provisions of GAT are good for the United States and
supported by every major national copyright, patent and bar association that takes an interest in patent and copyright
law. The overall pendency, from filing to the issuance of a-- or abandonment for patent application decreased from 19
1/2 monthsin fiscal year 1993 to 19 monthsin 1994. For computers, pendency was reduced from 28.5 monthsin 1993

t0 26.5 monthsin 1994. In the of vinyl technology, pendency was reduced from 22 months to 20.8 months. GAT will
add an additional 36 monthsto cover this examination period.

In January of August 1994, the Japanese agreed to make substitutive changesin their law to benefit the United States
(inaudible) in exchange for the patent and trademark office recommending the 20 year term for filling an 18 month
publication. The change the U.S. wanted to make anyway.

The features in the Japanese patent system that create problemsto the United States businesses, according to the general
accounting office study released in July 1993, are 1) they do not permit filing applicationsin the English language. As
of this past July it is now possible for U.S. applicantsto file patentsin English. 2) thetimeit takesto obtain apatent is
much too long; fiveto seven years. Asof January 1, 1996, if we keep our part of the agreement, examinationswill
concludein 36 months. 3) the permit competitors-- they permit competitors to oppose the issuance of a patent before
the patent isissued. This practice will abolish next year if we keep our side of the agreement.

They permit competitors whom develop minor improvements to obtain compulsory licenses for basic technologies
developed by the U.S. businesses. This practice will be limited.

These are the Japanese practices they have agreed to change in exchange for the 18 month publication and the
examination. To further protect patent applicants, the present law would extend the 20 year term for the patent for up to
five additional years to compensate when an applicant isinvolved in a proceeding to determine who was the first to
invent or an appeal of an examiner's decision in a court proceeding.

This protection will further insure that the patent will not suffer any loss of terms. In addition to these protections,
present law adds an additional year for what is called provisional patent application. This adds an additional year in
which the applicant can develop claims and potentially seek investment for development of new invention.

During this provisional year, the inventor retains hisrights to an early filing date as the 20 year term doesn't start to run
until the non-provisional application isfiled. Which amountsto 21 years of affected patent terms.

Our old term of 17 years (inaudible) from the patent ground was being abused by afew inventors and interfering with
the patent's system objective of stimulating progress and technology. | find success of continuing applications on the
same inventions the original applications remain submerged in the Patent and Trademark Office in secrecy year after
year.

Itslegal abuse -- its legal means of intentional delay perpetrated by the inventor until the company has grown up around
an existing company, begins using the inventor's original idea. Once the patent is granted, sometimes as much as 20 to
30years after filing, the inventor can demand significant licensing feesfor continued use of the now patented process.
This usually comes as abrutal surprise to the companies that manufacturer in the U.S., both foreign and domestic. All
foreign countries have the safeguard of measuring the term from filing date. The significance of these submarine patent
lies not in the number of such cases but in the destructive effects caused by such cases.

The U.S. patent system is designed to cause inventorsto discloseinventionsto, as the U.S. Constitution says, to
promote science and the useful art. In return, patents provide inventors with 20 years of monopoly.

Submarine patent abusers do not disclose anything, just the opposite, they deliberately keep their inventions secret.
Then after decades of delay they cause the patents to issue so that they can collect royalties from existing businesses.
These submarine patent are intended to be a weapon against |egitimate business.

I'n June of thisyear, Pat Schroeder and | introduced abill Hr1733 that would further insure a 17 year minimum for any
issued patent that was delayed through no fault of the patent applicant. First the bill would bring the U.S. in line with
therest of the world by requiring that all patent applications be published in 18 months.



Why have publication in 18 months? First, it will place our domestic inventors on an equal footing with inventorsin
foreign countries; all of whom have access to published patent application technology in their own language 18 months
after filing.

Remember over 45 percent of all applicationsfiled with the PTO are from foreign applicants, who file their own key
notein their own country and whose application is made public in 18 months. Of the remaining 55 percent, over half
arealso filed in foreign countries. Therefore, between 70 and 80 percent of all patents filed with the PTO is already
made public.

Of course, all patentsissued in the U.S. are made public upon issuance. The average U.S. patent takes about 19 months
until issuance.

Second, 18 month publication will make it more difficult to manipul ate the system by use of the submarine patent.
HR1733 takes an additional step to protect those who may want their application published and upon request of the
applicant publication will not take place until three months after notification by the PTO that the application is denied,
giving the applicantstimeto list all his application and use the trade secret route.

In addition, what if your patent application is published and your patent doesn't issue until 12 months later? HR1733
haswhat is called a provisional rights section that allows the patent applicant once his patent issues to issue areasonable
royalty -- to sue for areasonable royalty anyone who may have used this patent after it was published.

Thisisaright the patent applicants do not have today. For example, we have all seen that notice patent pending. What
doesthat mean? In the practical matter, a notice of patent pending may scare off some competitors. If someone uses
your patent beforeit isissued you have no rights to areasonable royalty for that use.

However, under HR1733's provisional rights provision and in conjunction with the 20 year patent, patent users are
assured of at least 18 1/2 years of patent protection regardless of patent pendency.

If aprovisional patent applicationisfiled, or if apublication isrequested earlier than 18 months, the original patentee
could obtain up to 19 1/2 years or more of patent right.

When Mrs. Schroeder and | introduced HR1733 we added a provision which would take care of criticism of the new
term without neglecting what we gained from the 20 year term. What we added is a fourth contingency to the present
law that would permit the Commissioner of Patentsto extend the patent terms for any time lost as aresult of adelay
caused by the patent office. If the government delays, the government pays.

Term extension under this section of the bill is punitive and up to ten years can be restored to a patent. With HR1733
every possible avenue of delay of a patent has been covered. The U.S. system dates from the earliest days of the
republic, and the current law is basically that adopted in 1837. Some changes in our patent system have been necessary
to comport with the 1990 -- 21st century.

The changes proposed by HR1733 reflect awell-reasoned, informed approach to modernizing U.S. patent law. | believe
our hearings this morning will support that conclusion, and I'll recognize our ranking member, John Conyers.

REP. CONY ERS: Thank you, Mr. Chairman. | have acopy of your statement so | want you to know that | support

what you said init. | came here, first, to explain that our colleague, Pat Schroeder, is unable to be here because of a
partial birth/abortion ban bill on the floor at this moment. And | know haveto add that | will soon not have to be here --
I will not be able to be here because thereisafair chance of defeating the rule on that.

| wanted -- and everyone of course knows, as you've mentioned, Mr. Chairman, that Ms. Schroeder is supporting you in
your proposal HR1733.

| ask unanimous consent that my statement be entered into the record, and because Mr. Rohrabacher has been waiting
for these several minutes and we've got one of the longest witnesses list that I've seen at a subcommittee this year, I'll
yield back the balance of my time. REP. MOORHEAD: Arethere other opening statements? If not, our first witness
thismorning is our colleague from California's 45th District. Hetestified in August in 1994 before the subcommittee of
two hills, Senate bill 2368, which contains actually the same language of the 20 year -- the three month term and was
later adopted in GAT pending legislation. On behalf of the subcommittee, | want to welcome our colleague; look
forward to histestimony.

REP. ROHRABACHER: Thank you very much, Mr. Moorhead, Mr. Chairman, Mr. Vice-Chairman -- Mr. Conyers|

should say, and al of the other members of the distinguished committee.

Last year with the GATT implementation legislation was passed it established an uncertain patent term of 20 yearsfrom
filing. Theword uncertain patent term isvery significant. | was upset because the GATT agreement did not require us
to abandoned America's guaranteed patent term, which for 134 years was set at aminimum of 17 years from grant.

So we went from a certain and a guaranteed patent term to an uncertain and unguaranteed patent term. Thus, by
misusing GATT'sfast track process a change of vital importance to our nation was enacted into law without so much as
an up or down vote on theissue. Thislessthan democratic tactic has given us a patent law which reduces the rights
certain of every individual American and in the long run threaten our nation's competitiveness and prosperity.



The United States has always had the strongest patent system in the world, and is now the world's leading producer of
innovative, breakthrough technology and ideas. That didn't just happened; that happened because we were -- all of
these years had a certain type of guaranteed patent protection, and that's why we've had, and have today, a 20 billion
dollar balance of payments surplusin royalties and license fees.

In the past, innovators were confident that they would have 17 years of patent protection no matter how long it took the
patent office to issue the document. Venture capitalist were confident too. That was 17 years of guaranteed ownership

of new technology they could recoup their investment.

That led to an avalanche of accomplishment by independent inventors. | have a chart here which indicates some of the
most important inventions of this century have been invented by independent inventors, whether we're talking about the
zipper which is not important but perhaps things like power steering or air conditioning. Even the ball point pen; and
even when we're talking about health care issues, magnetic renaissance imaging, titanium, penicillin, the vacuum tube,
insulin, and the list goes on and on were invented by independent -- the jet engine, FM radio, etc., etc., etc.

These areimportant inventions that have given us adramatic edge in the international competition that we're talking
about in this global market place, they were invented by independent inventors because they knew they had a
guaranteed property right to 17 years of protection.

These ideas have established whole new industriesin this country. Currently the revolution in bio-technology is
dependent on patent protection, yet, of course, we know that others would like to steal the product of America's
investment into bio- technology, especially foreign interests.

No amount of government subsidy will be able to make up in the lossin venture capital that will result in the
compromising of patent certainty and patent protection in the United States. Big domestic and foreign corporations
obviously who are users of technology, rather than creators, they believe that the patent system -- and they've wanted to
weaken the patent system for anumber of years and you can see why. Y ou can see why automobile manufacturersin
the United States, or even in Japan, may not want an innovative patent term when it was innovators, independent
innovators, who came up with innovations like power steering and automatic transmission.

Obviously these very powerful interests, foreign and domestic, would rather just use these ideas without paying
royalties. Theissue at hand is eliminating the 17 years of guaranteed patent protection and replacing it with 20 years of
so-called protection that depends on patent office bureaucrats and the ineffectiveness of outside interferencein the
process.

And | might say with the (inaudible) formulathat we're being asked to accept, the people who will have the most
leverage in the patent system in the future will be those people who can hire the best lawyers and pay the most money to
affect legal decisions.

We have -- theissue at hand, as| say, is whether we're going to eliminate the guaranteed patent protection or replace it
with 20 years of uncertain patent protection.

And we have another chart here that shows that -- how thiswould have impacted if thislaw had beenin place. Three of
the most important inventions, which is crystallin polypropylene, which is basically something that we see every day in
stores throughout the world in the use of bottling; it took 27 yearsto issue that patent.

Under the system that we have just replaced, the one that we have just created with no up or down vote by Congress, the
protection would have been no protection for Phillips Petroleum which put alot of money into investing in R&D to
come up with this product. And they made 300 million dollars on this patent under the system before we changed it.

The laser took 20 yearstoissue. It would have had no protection under the current system that we've just put in place.
And by the way, both of these had 17 years of protection under the old system.

Then, of course, the microprocessor which took 17 yearsto issue, and it had three years of protection-- would have to
have three years of protection under the current system, it had, of course, 17 years under the old system. Thank you
very much.

Of course when you decrease the number of years of protection that means overseas interests don't have to pay royalties
during that time period. Remember that. Now even worse, there's a push, and this a disagreement -- an obvious
disagreement -- but | think it isalethal disagreement, thereisapush that all patent applications need to be published 18
months after filing, which is the essence of HR1733.

Whether or not, the most important element of thisisthat these applications are going to be filed whether or not the
patent has been issued and the ideas are protected. That's the basis of 1733; the patent application publication act. Even
though many of the bills co- sponsors seem to be unaware that the central purpose of the bill is publicizing patents
before they are protected.

HR1733 publishing, any type of patent application before it receives patent protection, would be a heinous crime against
America. Anything which published the details of an invention before the issuance of a patent is an open invitation for
every unscrupulous company in the world, foreign and domestic, to steal our technology.



Publications will be open to the possibility of outside -- it will open up the possibility of outside interferencesin our
own patent process. Meaning it will take even longer for patents to beissued and that will mean even more of the
inventorstime will be taken away. That's been the experience in other countries, and now some misguided people want
to bring that system to the United States.

We've heard about submarine patents. The opponents of my bill, HR359, have based many of their arguments on this
submarine patent issue, which isbased on villainizing -- basically villainizing -- inventors. They claim that inventors
are deliberately delaying the process, and that's the most important problem facing the patent system today.

WEell, let me add that most of the inventors | know, and if you talk to inventors that you know, you will find that they
have struggled desperately to have their patent issued as soon as possible so that they can start getting some of those
royalties and getting some payment back for their work.

They have struggled diligently to do this, and they are in no way trying to delay their patents. That's the vast majority
of all inventors because they're not rich guys. They're usually people who need that royalty money coming in and they
realize with the speed of change in our society, if they don't get that patent issued, they will be left behind because
something new will be invented that will take its place.

Such submarine patents may be a problem, but not nearly as calamitous as has been claimed. Bruce Layman testified,
the head of our patent office, testified in August 1994 that he knew of only 627 submarine patents. Aswe've heard
today, even if it'sasmall number, it's a problem.

Well my office found out from his office, and we've been making this request repeatedly, we just found out that fully
2/3 of the 627 so-called submarine patents were under government-imposed secrecy orders, which was no fault at all of
the applicant.

The submarine patents are a problem, and let me admit that in many cases-- there are many cases of submarine patents
where people are manipulating the system, and it isa problem. But | have repeatedly, repeatedly said | would be glad to
accept into my legislation, which keeps the guaranteed patent term, anything that we can do to prevent those submarine
patents.

In fact, there's been no attempt from what | can see to try to reform the patent office to get at the submarine patent issue.
Instead it's being used basically as a cover to eliminate the guaranteed patent term.

Well we don't need to punish every American inventor to diminish-- and diminish the property rights of every
American to solve the submarine patent issue.

HR1733 basically islike acharacter in"A Man for All Seasons,” the play about Sir Thomas Moore. In order to get at
the devil lurking in the woods, this character was willing to burn down the entire forest. We don't need to destroy our
venerable patent system based on a guaranteed patent term just to deal with the submarine patent problem.

| urge the committee to restore the rights of American inventors by passing HR359, and not to make every U.S. inventor
vulnerable by passing legislation that requires the publication of all of hisor her ideas after 18 months of application
whether or not that patent has been issued.

There are many other issues that we could get into, what | will do because | know there are other witnesses here to
testify, but there are many people who can talk about -- and will testify -- that the 19 month average pendency that
we've heard about is not, does not hold up under scrutiny. And that the Japan -- the deal we made with Japan, the two
unelected officials made with each other - - in the Japanese officials and American officials-- was amajor, amajor
catastrophe, and it was what we would call a"sweetheart deal” made between two people and the interests of the United
States was | eft out.

And with that, Mr. Chairman, | would open up to questions and submit the rest of my statement for the record.

REP. MOORHEAD: Thank you. Professor Mark Linley, of the University of Texas School of Law, who will be
testifying this morning did a study to evaluate the likely effects of the new 20 year patent term on U.S. patent holders.
That's the only study that | know of that's been made concerning the comparison of the new system. To that end, he
collected and analyzed datafrom over 2,000 recently issued patents.

From 197 litigious patents his study determined that overall patent userswill benefit from the new 20 year term. On an
average patent users can expect to gain around one year of additional term depending upon the assumptions made.
The study indicates that submarine are asmall, but not insignificant, percentage of the total patentsissued, and that
submarine patents suffered the brunt of the burden of the proposed new law.

This study was published last June. Have you have a chance to review the study, and if so what isyour --

REP. ROHRABACHER: No, | haven't, Mr. Chairman. Could you tell me who paid for the study?

REP. MOORHEAD: The study was, came out just thislast year. REP. ROHRABACHER: But, who wasthe -- what

was the interest group that paid for --

REP. MOORHEAD: Professor Mark Linley.

REP. ROHRABACHER: But who paid-- perhaps when he comes up. Maybe it was done independently. Was there
anybody who paid -- did anyone pay for the study?



MR. LEMLEY: No one paid for the study.

REP. ROHRABACHER: It wastotally independent?

MR. LEMLEY: It wastotally independent. The University of Texas pays my salary but --

REP. ROHRABACHER: All right. Wl | will accept that, Mr. Chairman, but | do know that there are some very
powerful interest groups that --

REP. MOORHEAD: Oh, come on, don't --

REP. ROHRABACHER: No, I'm not screwing with you. The bottom lineis he said no one paid for his study, but you
know and | know that we have been in hearing after hearing where there are individual professors that have done studies
for special interests and | was trying to determine whether or not that was the case; this was not the case here.

If the professor found that the average patent will gain one year, Mr. Chairman, that -- all | have to say isthat the
average patent makes absolutely -- istotally irrelevant to the decision as to whether or not we will eliminate a
guaranteed patent term for all American patents.
The average patent could be the stripe on the bottom on atoothpaste tube. What mattersis the breakthrough
technologiesin which | have just shown you, the three major breakthrough technologies, that we have just shown you
the chart on, would have received -- would have lost all of their patent protection.
These major patents take alonger time to get through the process, and they would lose handily, and there will be
witnesses that will testify to that on our panel, who I'm afraid in terms of their people have just as good as credentials as
our professor.

REP. MOORHEAD: | have a question that you might be interested in. Y ou've criticized the provisions of HR1733 that
would restore time lost of the patent office as not workable. What if the patent office published alist of deadlines,
whereitsresponse is the applicant's action, and then compensate the applicant any time it takesin excess of the
deadline; an absolute guarantee. REP. ROHRABACHER: Okay. | have been open to discussing different -- in fact, |
have pleading with different people in the industry -- and everybody knows that around town -- every timel givea
speech on this| say let's come up with acompromise and try to find away in which that 17 years of patent protectionis
absolutely guaranteed.

REP. MOORHEAD: But you didn't answer my question.

REP. ROHRABACHER: Right. I'll be open to talk about it, sure. But my main goal, my main goal isto make sure that
those 17 years of patent protection are not taken away. Unfortunately, when you set up a complicated formularather
than by changing the system where it was avery simple, it was understandable, and enforceable 17 years, when you
change that to a system that basically we're trying to organize avery complicated process that will result in 17 yearsin
protection, the people who have most of the money for lawyers, the people who have money to influence the system
basically have the edge. The poor independent inventor who is operating on his own is left out in the cold because he
can't hirethe legal representation needed to get through the system and that's the difference.
Although I'm open to any compromise that will guarantee 17 years.

REP. MOORHEAD: The Gentleman from California, Mr. Berman.

REP. BERMAN: The charts that you showed -- yeah, there it is-- is an interesting one, and | would be interested in
hearing from the opponents of your proposal their response to those assertions.

REP. ROHRABACHER: These are just three examples. There are so many examples--

REP. BERMAN: | understand.

REP. ROHRABACHER: -- where people have invented things, whereit's taken them -- where they've struggled to get
through the system, and it's taken them eight to ten years.

REP. BERMAN: Let me ask you acouple of things. First of al, I'm -- I've only been on this subcommittee for about
ten of the last twelve years so | don't know much about patents. 1've managed to not specialize in that area, Mr.
Boucher, Mr. Moorhead know alot more. Tell me afew things here. When you file your application for a patent, can
you start getting royalties for the use of your product?

REP. ROHRABACHER: It isan uncertain; that is uncertain.

REP. BERMAN: It's certain whether you are allowed to or not.

REP. ROHRABACHER: It may be possible, but most people will not respect patent pending -- most people will not
invest in atechnology, or respect a situation, until that patent has been issued because they realize that there are all
kinds of people challenging; there may be another invention that the patent office hasto-- it's avery uncertain situation.
REP. BERMAN: But to the extent --

REP. ROHRABACHER: | believeitispossible.

REP. BERMAN: It ispossible, yes. And that would provide, | understand there are many complicating factorsin all of
this, let me ask you one other question. When a patent isissued, doesit relate -- let's say, a patent is filed, another patent
isfiled by someone else on asimilar kind of thing ayear later, the patent issues on the first application, does that -- to



the extent that the second oneisfound to essentially duplicate the first -- does that wipe out the second patent? In other
words, if you'refirstintimeinfiling your application, does that --

REP. ROHRABACHER: It depends on who invented it first. | mean, we've got.

REP. BERMAN: It depends on who invented it first, not on who filed it first?

REP. ROHRABACHER: My, my -- by the way my bill goesto none of these issues.

REP. BERMAN: No. No. I'mtrying to understand, you've talked and it's true what concerned methis GATT effort,
thisimplementation legislation which you're trying to change, rewards not the best inventors but the people who can
gimmick this system the best. Get their patentsissued relatively early because by going from a guaranteed termto a
period of time after the application isfiled, are the ones that can get that issuance earlier will get agreater period of
exclusivity of return.

REP. ROHRABACHER: Well, I'm just saying that the system by taking it from atime certain of 17 years and making it
the 20 years of uncertain time, and making the clock start ticking is what you've done is you've complicated the process
so much that for people who lack the meansto have legal representation, you basically put them at the mercy of number
one, an ineffective bureaucracy, and numb er two, -- if the bureaucracy isineffective.

And number two, outside interests that may want to manipul ate the system. Especially if you have an 18 month
publication which permits outside interests to know exactly what you're up to and then they can plot a strategy of
interferences, which is common place in Japan.

What we've done is basically by making this change, we have conformed our process to that in Japan. Now thereisa
reason why in Japan they don't come up with new innovations because people are beaten down by the system there.
And their system is designed in away that permits that.

REP. BERMAN: Let me ask my question.

REP. ROHRABACHER: Yesh. Sure.

REP. BERMAN: I'm trying to understand if there's-- you're spinning out tales of un-torrid influences and agendas that
are anti- American in a certain sense because their not allowing the protection of invention, and of American technology
and all of that. I'm trying to understand is there some economic motivation why people would want to play around with
when their patent was issued so that they can increase the time in which they have the exclusive rights for
compensation, keep prices higher, keep consumer's from getting -- more peopl e getting the access more quickly; I'm just
wondering is there a countervailing argument here.

REP. ROHRABACHER: Yes, thereis. And it'sthe submarine patent argument, which | believe that there is an honest
disagreement between myself and the Chairman on the relative importance of that as compared to the loss of rights that
will take place by changing the fundamentals of our patent system.

Thereisaprofit motive today, or at |east under the old system, to basically try and string out your patent thing if you
believe that your innovation and your new technology will be so in use after 10 years, or 15 years, that that 17 year
period would be more profitable to have your patent in effect. And that iswhat the submarine patent isall about.

That istruein some cases. |I'm certainly willing to work with anybody in thisbody to try, and | have pleaded with the
industry, to say let's come up with acompromise. We can reform the patent process; we can reform the way the system
worksin the patent office to prevent people from doing that.

But to take away the patent certainty, what we've done is open up awhole new can of wormsthat basically what we'll
see -- what | would -- billions of dollars worth of royalties that should be staying here in American pockets, will instead,
or are going to American pockets from Japanese and foreign bank accounts, that will no longer be the case because
there term will be shrunk.

It will take an extrafive or ten yearsto get through the process.

REP. BERMAN: My time has expired. Let mejust finish with arhetorical observation in my response, although |

would like to hear critics of your bill address the issue of those kinds of inventions. I'm just wondering the extent to
which one interpretation of what | see up there isthat the laser, the microprocessor, some other things, because there
was no particular necessarily motivation under the old law were kept out of the hands of American industry and
American people because they could-- 27 yearsto issuance, 20 yearsto issuance, 17 yearsto issuance, how much
quicker might we have had the laser or the microprocessor had this post-gas system been in place rather than --

REP. ROHRABACHER: | understand. | think that's avery good question and | will say thisthat we have arapidly
changing scenein the field of technology. And before | knew people who were struggling to get their patents issued as
soon as possible, even when the rate of technological change was much slower than it istoday, today when we have a
rate of technological change that is so rapid many of the problems of the submarine patents of the past no longer apply
because inventors are deathly afraid that if they delay the issuance of their patent at all, they will be left behind totally.
Infact, who caresif their patent is 17 years if something comes up five years from now that is more effective. So they
want to get that patent issued right away.

REP. BERMAN: | know wo're running out of time and got all these witnesses.



REP. MOORHEAD: Thank you. The Gentleman from North Carolina, Mr. Coble.

REP. COBLE: Thank you, Mr. Chairman. Danagood to have you with us. This matter has generated alot of interest

on thishill and | guess around the country. Let me go back with you aways. On June the 13th of thisyear on the
House floor, it was either the one minute or special order, you said that the 20 year term was "snuck into the
implementation |egislation, even though it was not required by GATT treaty.”

REP. ROHRABACHER: That's correct.

REP. COBLE: Now there are two partsto this statement. Let medig into this. First, the matter about it being snuck into
-- snuck into the implementation legislation. The 20 year term, as you probably know, was an issue being discussed in
the GATT negotiations as far back, | think, as 1988.

REP. ROHRABACHER: That's hot correct.

REP. COBLE: But | think that is correct. Let mefinish, then I'll be glad to hear from you. I'm confident that is correct.
We can disagree or agree about that subsequently. It seemsto methat it was neither controversial nor new.

Now you testified, Dana, at ajoint hearing of the Senate -- Mr. Chairman, | think in this very room, I'm not sure about
that -- but in any event before this subcommittee on August the 12th, 1994 on the language contained in S2368, which
was the language that was subsequently adopted three months | ater by the House on November 29th with a vote of 288
to 146; amost a2/3 majority. And it passed the Senate with avote of 76 to 24 on December 1, 1994.

Now on that very day that | mentioned previously, June 13, 1995, you went on to say that you were, "denied the right to
even see the language until shortly before November 29, 1994." Now, Dana, did you not in fact testify on that language
three months earlier.

REP. ROHRABACHER: That's correct.

REP. COBLE: So you were not --

REP. ROHRABACHER: That does not mean that that was going to be included in the bill. We were making requests

of the administration as to whether or not this would be included in the bill we were refused to see, my office was
refused our request to see a copy of what thisimplementing legislation was going to be like. This could-- or would not
have been in this bill, thiswas a decision made at the last minute whether or not thiswould bein the bill. In fact, the
President went so far asto cut adeal with Senator Dole saying well, welll leaveit in the bill but if Congress actsoniit,
we will agree we won't oppose what Congress goes-- this could have been taken out of the bill at any moment. We
were not informed by it.

REP. COBLE: Wéll, just leaveit alone, Dana.

REP. ROHRABACHER: Just answer your first point. | have aletter from Clayton Yigger, | will submit for the record,
stating that this was not an issue of negotiation when he was head negotiator.

REP. COBLE: Wéll, asto whether you were denied the right to even see the language, that may be subject to
interpretation, but | don't believe Danayou were denied that right because you addressed it when you appeared before
us.

Let me go to the second letter. Second part of the statement is that the 20 year minimum was not required for GATT. A
changein our patent form wasin fact required by GATT. To comply with GATT as best | recall we had to provide a 20
year minimum from filing. We could however had gone further and provided a 17 year from issuance, whichever might
have been longer, but we did not do that.

Now, | think, Dana, to say that no charge was-- no change was required, | don't believe that's correct.

REP. ROHRABACHER: Asper my conversation with the people who are negotiating for us, Mr. Clayton Yigger and
before the current administration, | would just say that the language was written specifically to permit the United States
to adopt a policy that would not require us to change the fundamental patent law. That'swhy it waswritten. To say that
at the very least we have to offer aminimum guarantee of 20 years from filing.

It didn't say you have to have that as your standard. Otherwiseit would have been written in atotally different way.
We were not required by that legislation -- and as it was purposely negotiated to give usthisoption. And | know it's
easy to interpret the other way, but clearly things-- there's a purpose behind those wordings that give us, America, that
lead way.

In other words, we could have passed GATT and been part of the GATT process without changing our fundamental
patent law, and that was intentional on the part of our negotiators.

REP. COBLE: Well, not unlike the Gentleman from California, Mr. Berman, my timeisrapidly elapsing. Let metouch

on one more thing Dana. Again, on your June 13, 1995 appearance, you said, "every technological breakthrough which
has changed the lives of mankind that have been based on patentsissued to Americans have taken years and years,
sometimes more than a decade, sometimes more than 15 yearsto issue." I'm not - strike that -- | started to say I'm not
sure | agree with you; | am sure | don't agree with you. But we can talk about that at alater time, but 1'd be glad to hear
from you on that.



REP. ROHRABACHER: All I'll say isthat if not every invention, every breakthrough invention; it's not every one. The
vast majority that | have seen, and | will be very happy to have alist of -- that my opponents will come up with, seethis
only took two yearsto get through and thisis a breakthrough technology and we'll have our list. But the fact isthelist is
so long on one side where it takes longer than three years to get through, that it is clear that thereis a substantial |oss of
patent protection for major breakthrough technologies, like changing the basic patent law.

We have basically lived with the same patent law for 134 years, and we take it for granted that Americais the most
innovative country in theworld. We say, oh well, that's part of our culture. Y ou can't change the fundamental law and
expect that Americais going to remain theinnovative country that it was. We have changed the basic rulesfor this. We
have conformed to Japan. We have harmonized to Japan. Thisis going to change the way things work in the United
States of America, and for people who think that it's not, we can watch ten years from now and see what happens.

It's not just coincidence that Americans are the most innovative people, and we've come up with all of these good
inventions. It's because we had that type of a patent system. Now, unless | am successful, unless we turn thistide back,
wewill not have that same patent protection, and we will not be the same America.

REP. COBLE: WE'l continuethis, Dana. I'm sure, Mr. Chairman, my time has expired. | thank the Chairman.

REP. MOORHEAD: Thank you. The Gentleman from Virginia

REP. BOUCHER: Thank you very much, Mr. Chairman. Dana, welcome today, and thank you for sharing your views
with us on this subject of genuine interest to this subcommittee.

Let mejust get the benefit of your ideas with regards to a couple of approaches that we might be able to take that
potentially would address the problem that you have raised.
Would there be any benefit, in your opinion, if we went to afirst-to-file system. Today patents are calculated based on
who invented first. And the person who isthefirst inventor is entitled to acquire the intellectual property interest.
Suppose we decided to do what the rest of the world does and take that to afirst-to-file system.

REP. ROHRABACHER: I'd haveto takealook at it. It's not something | feel strongly about right now. I'd haveto
study the issue.

REP. BOUCHER: So you don't really have afirm view as to how that would effect --

REP. ROHRABACHER: | might after | studied theissue, but | just haven't studied that particular issue enough to give
you any answer.

REP. BOUCHER: In Chairman Moorhead's bill thereis a requirement that the patent application be published after 18
months following their filing. Itisargued, as| understand it, by the proponents of that that by having that information
made public at that time there would be an expansion of the prior art database to the benefit of many parties, and that
would also be a potentially an effective way to prevent surprise and preclude the conduct of the submarine patent --
REP. ROHRABACHER: Y ou'd be surprised --

REP. BOUCHER: Do you have any views with regard to that?

REP. ROHRABACHER: Sure. The peoplewho will be surprised will be the inventors when they see people al over
the world who have every little bit of information they have about their own creative endeavors. Now it'sin the
possession of people who are their economic adversaries, and didn't -- whole new industry created if this 1733 passes as
itisnow.
Youwill have an industry of -- all these lawyers are out of work in Washington now. They'll be hired on by all these
companies all over the world to go to the patent office, pick up the publication, and FAX it to the various companiesin
Indonesiaand Thailand, Chinaand Japan. And that will be agreat industry. | mean, they will make alot of money
doing it, and any new ideas that start springing up in the United States will be subject up to grand theft. 1t will be our
indebtors that will be surprised.

REP. BOUCHER: So your concern, stated in a sentence isthat if we went to an 18 month publication rule that would
simply encourage pirating of American innovations. Isthat what --

REP. ROHRABACHER: | do not understand how anyone can take alook at the idea of publishing an application for a
patent, disclosing all of the information about innovation and technological ideas that are being developed by the United
States, | don't see how anyonein their right mind, basically, and I'm sorry to be so blunt about it, can think that people
will not turn around and use that information for their economic benefit against us.
REP. BOUCHER: Wéll, let me explore that with you just alittle bit. Inthe United States, if theinformation is pirated
and put into practice and the technology is produced by someone than the inventor, under our current law even with the
absence of theissuance of a patent, the person to invent would have the intellectual property interest and would
therefore have a cause of action against anyone who expropriated what was his.
REP. ROHRABACHER: That'sright. That'sright in this country --
REP. BOUCHER: So the 18 month publication rule in regard to this country should not be problematic, do you agree
with that?



REP. ROHRABACHER: | would think it would be problematic, but it would be -- if someone had enough money to
enforce hisrights by hiring the right kind of legal counsel, well then that person can probably secure his rights because
he or she has the money necessary to doit. But what if the independent inventor doesn't have the money to do it?
Overseasit'sadisaster.

REP. BOUCHER: That's the bigger problem that you would foresee is the fact that people overseas would take
American Innovation based on the 18 month publication and then put that technol ogy into the market.

REP. ROHRABACHER: They'd runwith it.

REP. BOUCHER: Okay. Let me ask you one additional question and I'm going to yield to my friend from California

who has some follow ups. When you were answering Mr. Berman's question concerning the submarine patent holder,
the person who sort of purposefully delays for aperiod of time having his patent issued so that he could claim the
benefits of the intellectual property interest many years down the road after the technology has been put into practice by
others, you have indicated an interest in taking steps then perhaps having provisionsinserted in either your bill or Mr.
Moorhead's or some combination of those two. That would prevent that practice from recurring. Did | correctly
interpret your comments?

REP. ROHRABACHER: | have no desire to protect people who are engaged in what is called submarine patent
manipulation. | just--that is not the purpose of my bill. | have since day one begged people to come up with
compromises with changes in the way the patent office functions, for example, to try to confront thisissue. | have
received no responsible offersin terms of types of reform that we could make other than simply saying, no we're just
going to eliminate everybody patent rightsto a guaranteed 17 years of patent protection. That'll solve the problem. And
so forgot about reforming this system.

| am open to any reforms that we can take place over here at the patent office and their procedures that will prevent the
kind of abuse we're talking about. In America, we're not supposed to punish the people who are innocent by eliminating
their guaranteed patent protection in order to get to the guilty by people who are manipulating the system. Let's change
the system and reform it. I'm open to that. I'm anxiousto get on with that job.

REP. BOUCHER: Well, | want to thank you for that offer. | think that at the core of al of our concernsis the abhorrent
practice of the submarine intellectual property owners surfacing well downthe road, and we all want to make sure that
doesn't happen. And your offer to work with us as we seek to address that is most welcome indeed.

I'll be glad to yield to the gentleman from California:

REP. BERMAN: One question, in all your comments, I'm alittle confused. Do only foreigners steal American
inventions? REP. ROHRABACHER: No, in fact --

REP. BERMAN: Do Americans ever steal it? Why isthis alwaysthe foreigners are going to take our technology rather
than an inventor who did something who'slosing hisright to get --

REP. ROHRABACHER: | will have to admit that it upsets me alot more when aforeign company steals technology

that was invented in the United States then when an American company tries to take advantage of situation and because

REP. BERMAN: Oneisstealing, oneistaking advantage of? Do they have longer sentences for foreigners?

REP. ROHRABACHER: It's stealing in both cases, but in one case we have alegal avenue to protect ourselves. When
we open this up, when we publish thisto the world about all these new ideas that we're trying to develop, many of our
people are going to have absolutely no legal avenue to protect themselves against acompany over in Thailand or in
Chinaor in Japan. They just won't have the resources or the legal avenueto do it. So with an American company -- |
mean here's aguy who invented the windshield wiper, the intermittent windshield wiper, went to the major automobile
companies, they said poo poo; and afew years later they stoleit; and then they got it. Therewasalegal case. It took
them along time for this man to get his due, and he got his due. While overseas, that man trying to bring some overseas
company to the point where they would have to pay him would be difficult.

REP. BERMAN: The whol e purpose of Gat was to make - - get meaningful remedies against foreign interests to get
protection for intellectual property abroad so that there would be remedies against foreigners. The whole trade off in all
of thiswasto get some meaningful kind of protection abroad.

REP. ROHRABACHER: We've increased the level of protection, but if you're going to sit back and fly on that, and if
we're going to make all of our people vulnerable based on agreements made by some of these countries and some of --
many of them are dictatorships, the bottom lineis: We're going to see our technology ripped off as never before. Asl
say, it'san open invitation to the thiefs of the world to grab America'sideas and use them for their own benefit.

REP. BOUCHER: Will the gentleman yield?

REP. BERMAN: I'll be glad to yield to my Virginiacolleague.

REP. BOUCHER: | thank the gentleman for yielding. 1'd like to follow up on the gentleman from California's point as
well. Every other major industrialized country in the world follows this procedure of publishing--

REP. ROHRABACHER: There's only two other areas, Japan and Western Europe.



MR. BOUCHER: Western Europeis a pretty major area.
REP. ROHRABACHER: But it is hot every country on the world.

MR. BOUCHER: | think Western Europe probably contains most of the other major industrial countries of the world.
Follow this. Now, if their inventors, their companies, their individual inventors are being ripped off, left and right, by
this system by all of the other foreign countries, if you will, why haven't they abandoned that process?

REP. ROHRABACHER: Because in other countries, they do not consider the rights of individual the way wedoin
United States of America. That'swhy we have most of the -- that's why most of the innovation happensin the United
States of America. You look at what the Europeans have come up with and what the Japanese have come up within
these last 30 or 40 years, and you'll find American's are leading the way by along-shot. It's not acloserace even. It's
not even close.

REP. BERMAN: Reclaiming my time -- the gentleman from Virginiastime. The fact of the matter isthat while we
certainly are aleader ininnovative technology and inventions, and we certainly want to protect that, it seems to me that
there are far other reasons for that then this difference in our patent laws. The German's, the French, the British, the
Japanese have come up with awide variety of areas of innovative technology and to me to suggest that it isn't our tax
system, our productivity of our workers, other elements of the attraction to this country --

REP. ROHRABACHER: You're stretching it.

REP. BERMAN: -- of people from other parts of theworld. That's the reason why we are aleader in thisfield. Andto
point to this simple difference between publication is--

REP. ROHRABACHER: Well, it's not asimple differencein publication. We're talking about publication, and we're
talking about a guaranteed term versus an uncertain term. | will say the chair was asking about today is afundamental -

REP. : May | ask the gentleman from Virginiato yield for amoment?

REP. BOUCHER: Mr. Chairman, let me do thisif | may. Perhaps| could yield back my time and you can recognize

each of these gentleman on their own.

REP. : Could | ask for just one moment? | just want to-- perhaps the reason that -- the real reason we have in your

view been immensely more innovative and creative in terms of these technologiesis that we actually have been because
of the publication rules of these other countries stealing their technologies in advance, and that's why we've gotten the
leg up. Would you care to comment on that?

REP. ROHRABACHER: | must say that | don't make light of thisissue, and that question is making light of theissue.
REP. : Itisn't really making light of theissue.

REP. ROHRABACHER: Give me an example of where we stole technology from oversess.

REP. : It really takes your argument and --

REP. ROHRABACHER: Can you give me an example of what you're talking about.

REP. : It really takes the concern that you've got and puts the shoe on the other foot. If that's the case, then that is
presumably what American manufacturers have been --

REP. ROHRABACHER: | will answer your question. Right now, it ssemsto methat my colleagues who | respect

dearly are bending over backwards to find some other explanation for America's greatness other than our fundamental
law. Thefact isthat the Constitution of the United States includes patent protection. Itisin our Constitution. Thisis
something our founding fathers understood. Our founding fathers understood that technology and freedom would grant
the average American alife much better than anyone else had ever dreamed in the world. Today we are changing the
fundamental 1aw dealing with technological innovation.

If we were dealing with other rights, the rights of speech or religion, you would not be -- there would be no questions
making light of -- well maybe America's character was devel oped because we have such protection of speech and
religion. There would be none of that. Because no one is going to harmonize the rights of speech and religion and
assembly and other constitutional rights with those of another country, thus diminishing the rights of Americans. What
we have hereis afundamental law that has protected our citizens, our creative citizens' right to property, the property
they've invented; and we're trying to change it. That will change the essence of America's position in the world.

REP. : Let me say to the gentleman that you and | share one thing in common and that is we want to have a good sound
strong patent system that protects U.S. inventors. | admire your efforts to make sure that somebody who is creative and
inventive does get a period of timein which to reap the benefit of that. It's a system of reward. We givethem a
monopoly for a period of time in which to recover something their cost and their time and so on. I'm concerned,
however, on the other side that we also not have a system that can be gamed in such away that you can reap benefits for
afar longer period of time.

Everyonein this room as bought many many products that on the product says patent pending onit. Many of the
products that take a period of time to have a patent issues are sold during that time. Either by the inventor of the product
or to another company for royalties.



So when you have -- | can't speak to any of the particulars of these. Although, | do know Phillips Petroleum, the first
oneyou cite there, is a supporters of Chairman Moorhead's legislation, H.R. 1733. But each one of these, they're all

quite old in the 50s and 60s, but each one of them or others could be situations in which individuals reaped more than
17 years. Far more. Maybe 27 years plus 17 inthe case of Poly Propylene. That has the effect of slowing down
innovative technology, and it has the effect possibly, depending on one's point of view, of going too far in terms of
creating a monopoly and rewarding an inventor for too long a period of time. So I'm concerned about that aspect of the
current system and of your legislation.

REP. ROHRABACHER: If there are abuses in the system, if someone's abusing someone else'srights-- if free speech

is being abused in this country, the last thing we dois change the essence of laws protecting freedom of speech. What
you do isyou look at the abuses of freedom of speech. What we have done here now isinstead taken a certain right,
which isacertain patent right that Americans have had for 134 years, and made it an uncertain right because it hasto go
through the bureaucracy and the processes and lawyers are involved etc. and some people have less and some people
have more depending on how they can --

REP. : It'suncertain right now, however, because if you're out to stretch out the process. Y ou don't know how long
you're doing to succeed in stretching it out.

REP. ROHRABACHER: If you were right now trying to stretch out the process, | am in favor of making the reforms

that are necessary to prevent that. But you do not have to change and alter and diminish the fundamental rights of 17
years of guaranteed protection to do that. There's been no attempt, no attempt at all. By the way, the inventors aren't the
only ones affected. If | could make one small short point. We're also talking about theinvestors. It takesalot of
money sometimes for people to develop these technologies. Thisinvestorsthat we have, have always known that they
have 17 yearsto reap their reward from the investment that they've made. Y ou're not only affecting the inventor when
you eliminate that certain term of 17 years, you're telling the investors you may or may not have 17 years or beyond;
and there's no amount of government subsidy for R and D that's going to make up for making the patent term uncertain.
REP. : But when somebody investsin one of these things the want one thing they want to know right away is how
quickly you're going to get that product to market because that's where they are going to get their reward. Sothat is
where they can identify how quickly they're going to get to market and how long a period of time after it gets to market
relative to when the patent isfiled that they will be able to reap some reward.

L et me say another thing about Chairman Moorhead's bill that answers many of the concerns that you've addressed, that
actually exist in current law. And that isthat during this patent pending time thereis not full protection. Y ou can get a
cease and desist order, for example, but you cannot under current law sue for royalties. The chairman says that after
that 18 month publication date, you will then be able to sue for royalties, giving you an added protection in this country,
elsewherein the world that you do not have under current law. | think --

REP. ROHRABACHER: Under the provisional patent right that are being offered that in the end the claim must be

based on a patent that isidentical, aclaim that isidentical to the final patent. Now, what we're talking about with patent
pending -- people goes through these changes. | don't think alot of people understand. When you file for a patent, you
go through many different changes and the patent office actually requires you at times to change your patent application
for them to passon it at that stage. These things take six, seven, eight, nine years at times because the patent office
itself istrying to do agood job; and they're trying to do their best job. Thisisn't even bureaucratic inertia. This might
be conscientious decision making on the part of the bureaucracy.

So if you end up with a change in your patent law or your patent from that time, and somebody else is using that
original information, but it's not identical to the one that's issued, then you don't have that patent protection, as Mr.

M oorhead has suggested.

REP. : WEell, let me also suggest that patent pending has additional power toit. Y ou know that if you're looking at
going in and competing and that patent doesissue afew months later or afew years|ater, then you're facing much more
serious consequences for having infringed the patent; but | think he does enhance that by giving that an additional
protection that allows you to sue -

REP. ROHRABACHER: If you have the money.

REP. : -- under your patent pending --

REP. ROHRABACHER: If you have the money to sue and to protect yourself, that's fine with domestic companies.

With foreign companies, it's almost inconsequential compared to the benefits that they're going to get by having the
total details of technological ideas that you have been developing.

REP. : Will the gentleman yield for just a minutes?

REP. : Sure, absolutely.

REP. : Just on that question, Dana, you suggested that your major problem with the 18 month publication is that that
would spread the information around the world. Companiesin other countries would pirate the technology and use it.
But in those other countries, the patent right extends from filing, and the first to file getsthe right. So why couldn't the



U.S. inventor at that time or just prior to the time that heis required to publish in the U.S. at 18 months simply file his
patent application internationally and get guaranteed type of protectionin all of those countries?

REP. ROHRABACHER: I'm not sure how long that process wouldtake. Again I'm not an expert on thefirst to file
option. | will look at it and ask advise from people who understand that. It might be avery expensive proposition to
filein another country, and maybe some inventor might not have that or -- so I'm just not certain of that answer.

REP. : Let'stake alook at that because | think we're going to here from the proponents of 18 month publication, that
that isthe answer that simply filing around the world gives you the guaranteed first right of intellectual first property
protection.

REP. ROHRABACHER: I'd haveto take alook at it. AgainI'm not-- | haven't studied that international law. REP. :
The gentleman makes a good point. The chairman's already pointed out that the vast majority of inventorsdo that right
now to assure -- and under the current set of circumstances, because they have to publish it in Japanese or whatever
other language, it then surfaces at 18 monthsin aforeign country. I'm not certain somebody who has alanguage
advantage --

REP. ROHRABACHER: How much doesit cost to file a patent in Japan, for example? I'm not sure what the costs are
that are entailed. If we basically are saying to our own American citizens that you have got to incur the extra expense of
tiling in other countries at the same time before you'll get the protection afforded you as an American, I'd have to see
how much it would cost; and also, | don't necessarily feel comfortable about basically insuring our own protection by
making sure someone hasfiled in foreign nations. We have 14 percent of all inventorstoday file their patentsin Japan.
There's has to be some reason for that.

REP. : | well exceeded my time, Mr. Chairman.

REP. MOORHEAD: The Gentleman from Ohio.

REP. HOKE: Thank you, Mr. Moorhead. | wanted -- actually the questions that | had really follow what the observation
of Mr. Boucher had and some of the earlier comments of Mr. Goodlatte. | think rather than ask aquestion, | just want
to make one observation to recap it; and that isthat | think what we're really -- the concern that you have regarding the
changein the patent law is avery narrow set of factual circumstances that go to the case of the individual inventor or
corporate inventor in the United States what chooses only to file his publication or patent application in the United
States because once -- if aperson, if anindividual inventor in the United States makes the decisionto file
internationally, then by law those applications outside of the United States will in almost every circumstance be
published and not only be published but be published, in fact, in the native language of the particular country.

REP. ROHRABACHER: That is correct.

REP. HOKE: And so | think it'simportant for usto remember as we think about this change and these two different
pieces of legislation that we're talking a about a very narrow --

REP. ROHRABACHER: It'saquestion if | could answer it.

REP. HOKE: That we're talking about a specific set of factsthat go to the case of the American corporation or inventor
choosing only to file the patent application for protection in the United States and not to seek protection for their
invention abroad.

REP. ROHRABACHER: If | could answer that. There are only two other areas that have really what we're talking

about patent law that is applicable here. We're talking about Japan, and we're talking about Western Europe. By
changing -- by basically harmonizing our law with that of Japan, what we are doing then is eliminating the one safe
haven left for the creative individual. If one thing that we prided ourselves on because we will be exactly like Japan and
the reason why, the reason why --

REP. HOKE: Reclaiming my time. | would really like to get to the rest of testimony. | suspect that they're going to
speak to that issue specifically. Thank you, Mr. Chairman.

REP. MOORHEAD: | want to thank the gentleman from California, Mr. Rorhabacher for histestimony. | ask
unanimous consent for the following letters to be a part of the record following Mr. Rorhabacher'stestimony. A letter
dates July 24, 1995 from the White House Conference on Small Business. Signed by the nine chairman of the
Technology and Innovation Section indicated that the technology and innovation section of the conference was
overwhelmingly not supporting H.R. 359. Mr. Kurt Brenner , Editor of the New Y ork Times, and Secretary Brown and
Mr. Rorhabacher dated July 16, 1995 (inaudible) that the administration knew that this was a problem with H.R. 359.

I would also like to point out that these are major -- undoubtedly if they wanted protection overseas, they would file
both in European patent offices and Japan they both be published --

REP. ROHRABACHER: I'm uncertain of that.

REP. MOORHEAD: It would be. Asfar asthetimelimitisconcerned, | don't know why each one took so long, but |
do know that it was at no fault of their own. Thisisthe (inaudible) place under the new legislation they would end up
with 31 years. That'saten- year extension -- one year provided provisionally of the 20 years. So you got 31 years.
REP. ROHRABACHER: If the patent office isresponsible, and if everything works asit should --



REP. MOORHEAD: | have to check into it to find out why they take so many years.

REP. ROHRABACHER: Mr. Chairman, these are only three examples. There are many many others examples. You'll
hear witnesses later on tonight in this hearing who will describe many other inventions that took many -- much longer
than the three or four yearswe're being told it takes to issue a patent.

REP. MOORHEAD: There's one more question that someone wanted meto ask. On June 26 of this year on the House
floor the following changes of (inaudible). Inthelong run (inaudible) the facts are that it will be another four years
before we go patent (inaudible) issuing lessthan 17 years, and if that's the case, the subcommittee has 16 yearsto
correct such aproblem. You have any facts or statistics or data of any kind to support your statement?

REP. ROHRABACHER: Because we're not just talking about royalties. We're also talking about money that is
dedicated and invested by people who are investing the research and devel opment. Although, your challengeis correct
in the sense that it will not affect the inventor for another couple yearsdirectly, but it will affect people who are
inventing -- inventors of current technology. The process of developing new technology with R and D is already being
affected by this change. When you have people who are being asked to invest in the devel opment of new technology,
they are no longer at this moment, they are not being given the same guarantees that they were given two years ago.
Two years ago they could say, well you would have a guaranteed 17 years to make your money back no matter how
long it takes to get through the process. Those investors now have atotally different proposal being given to them. So
it'salready affecting investment in the United States and after about ayear or two we'll see that and be able to calculate
it.

REP. MOORHEAD: Wéll, thank you very much, again. | appreciate, Dana, your coming. | want to say that | left this
part of the discussion wide open asfar astime because | wanted you to have all the time you possibly needed.

REP. ROHRABACHER: Mr. Moorhead, | appreciate your - -

REP. MOORHEA D: -- thefirst panel basically supporting my bill. The people on the panel will be limited to five
minutes. Those supporting Mr. Rorhabacher's bill, they're going to get six minutes.

REP. ROHRABACHER: Mr. Chairman, | thank you very much. | appreciate the debate we've had over the last year. |
appreciate your job as chairman. It'sarough job. When you got passionate members like me, it's even more difficult.
Thank you, Mr. Chairman.

REP. MOORHEAD: Our first witness on the next panel will be James L. Fergason, an inventor and president and
founder of Optical Shields Incorporated located in Mineral Parks California. Mr. Fergason holds over 100 U.S. patents,
including liquid crystal display, the LCD that has licensed M oorheade than 40 domestic and international companies.
Over 5 million LCD units that produce watches, calculators, and medical equipment to name afew products. Over 100
jobs are attributable, produced, sold (inaudible). It'sapleasureto have you here, Mr. Fergson.

MR. FERGSON: Thank you.

REP. MOORHEAD: Our next witnessis Professor Mark Lemley, from the University of the Texas School of Law

where he teaches intellectual property secure law. Heisthe author of two (inaudible) books and numerous articles on
the related subjects. (inaudible) importance to these hearings, Mr. Lemley authored an article which comparatively
evaluated the benefits of 17 year (inaudible). Hereceived his bachelor degree from Stanford University and hislaw
degree from (inaudible) University of Californiaat Berkley.

Our next witnessis Richard Butler, an inventor and vice president of the patented technology at 11linois School Works.
Hiswork experience includes being an aerospace engineer at the (inaudible) for NASA, the patent examiner of the U.S.
Tax and Trademark Office and a patent attorney. Welcome, Mr. Butler.

Our next witnessis Mr. Bill Buttenger, who isalso an inventor and the CEO and founder of Rodel Incorporated, a small
business in Delaware which manufactures products used by the teleconductor industry for manufacturing of integrative
systems. He owns more than 3 dozen patents. Heisafounding board member of the Delaware Innovation Fund and
(inaudible). Welcome, Mr. Buttenger

Our next witnessis Mr. Edward Stevens, the general counsd, secretary and vice president of Apple Computers,
Incorporated. He headsthe Applelegal practice. Mr. Stevensisinvolved in some of the most sound breaking
technology issues facing the computer industry today, including protection of intellectual property and licensing.
Welcome, Mr. Stevens.

Our next witnessis Mr. Roger L. Mae, who is assistant general counsel for intellectual property for Ford Motor
Company. (Inaudible). wasin private practice. He was examiner at the U.S. Patent and Trademark Office. Heisa
member of the Technology Committee of the Center of Public Resources of the Michigan patent law association.

Our last witness on the today's first panel is Mr. Steven H. Farmer, an inventor and CEO of Integrated Services
Incorporated (inaudible). He served as the delegate for the 1995 White House Conference on Small Businessand is
involved in several trade organizations. He's responsible for over seeing the developmental relations, business
transactions, general operations of 1SI. Welcome, Mr. Farmer.



We have your written statements. | ask unanimous consent to be made a permanent part of the record. | ask that each
of you summarize your statementsin five minutes or less. | ask that the subcommittee hold their questions until all of
the witnesses have finished their speech. We will begin with Mr. Fergson.

MR. FERGSON: Thank you. I'm pleased to talk today about -- I'm an (inaudible) inventor. | presently have 23 U.S.
pending applications. | have four patent cooperation treaty applications with U.S. designations. | have three European
patent convention applicationsin 27 other foreign filings.

| am here to speak about the importance of publication and term measure from the date of filing. | believe that both of
these are very important, particularly, the publication. Patentsare-- | regard asis social contract if which we are out
there to start new businesses and build new technology. | believe that with publication we are able to more accurately
assess the need for our investment and whether somebody is going to come out of the woodwork and disrupt our
investment. | think that 18 monthsis maybe alittle bit too long. Ideally, | would like to see a patent system where you
filed it in the morning, got the patent issued at noon and published at night.

| think that patents are --I have to go to Japan for information now and pay or translations. | pay for my own patents
and therefore it's very costly for meto do that. By knowing what's coming and knowing what's going to happen, | can
know how to spend my money, which patents to emphasize and also | have never observed publication as being a
problem. | regularly file PCP patents which are published in 18 months. I've been ripped off but it's never been rip off

in terms of the 18 month publication. Thank you very much.

REP. MOORHEAD: Thank you. Mr. Lemley.

MR. LEMLEY: Mr. Chairman, honorable members of the subcommittee, good morning. Representative Rorhabacher

has been raised significant concerns about the effect that the new 20 year term will have on patenteesin this country.
Last fall | commissioned a study which, asfar as| know, isthe only comprehensive detailed study of the actual effect of
the 20-year term on American patentees. The study was submitted to this committee in June and subcommittee for
publication. It will be published this month in the American Intellectual Property Law Association quarterly journal.

Y ou have a copy attached to my testimony.

I want to highlight briefly just five major findings of this study because | think they are important to this debate. First,
the average patent owner wins under the new 20-year term. They gain, rather than lose protection. Under the most
realistic set of assumptions, they gain an average of 426 days or 14 months of protection over the 17-year term. Even
under the most pessimistic assumptions, they gain 253 days or 8.5 months.

Second, it's not just the average patent owner who gains. The vast majority of patent owners win under the new law.
Under the most realistic set of assumptionsin my study, 87.1 percent of patent ownersin the United States gain term
under the 20-year term. Even under the most pessi mistic assumptions, 76.8 percent, over three quarters, gained time.
Thisis not on balance hurting American inventors.

Third, only atiny percentage of patent ownersin this country risk significant losses. Losses of two or more years of
protection under the new term. Under the realistic assumptionsin my study, only 2.2 percent of patent owners would
|ose two or more years of protection. Even under the most pessimistic assumptions, only 5.3 percent of all American
patent ownerswould lose 2 or more years. | might note there that even those numbers do not take into account the
various term extension provisions that have been enacted into the new law to protect against things like delay due to
interference, delay due to appeal and they do not take into account H.R. 1733 and the proposed additional provisional
protection that Chairman Moorhead has offered. In fact, therefore the numbers | would expect would be significantly
less, even in these small percentage of people who lose under the new law.

Fourth, nearly half of the patents that |ose a significant amount of protection, 48 percent of them. The cause of delay
was the applicant him or herself abandoning and refiling the application in the patent office three or more times during
the course of prosecution. These are not delaysthat are inherent in the patent process. These are not delaysthat are the
fault of the Patent and Trademark Office. These are delays that the patent owner or applicant can do something about.
Can shorten or reduce the total delay.

Finally, thereis no evidence that | have seen that suggests as Representative Rorhabacher did, that the most important
patents are the ones that take longer in the Patent and Trademark Office. It's not possible to study that question directly
because there's no measure any where of what the most important patents are. But | did study thelitigated patents. The
patents that people care enough about actually to take to court to enforce. What | discovered isthat there's no difference
between the litigated patents that are actually enforced. That are held valid by the courts, and those that are found to be
invalid. They take on average almost exactly the same amount of time. Indeed, somevalid litigated patents that were

of sufficient importance to invest the money in enforcing against infringersissued from the patent office in aslittle as
eight months. So what little evidence we can find suggests that it is simply not true that all break through inventions or
all important patents spend a significant amount of time before the Patent and Trademark Office.

I think that this data suggests that the need or H.R. 359 is not nearly as great as has been suggested by some individuals.
| hope that's of useto the committee.



REP. MOORHEAD: Mr. Stead.

MR. STEAD: Thank you, Mr. Chairman and members of subcommittee. | am here on behalf of the Apple Computer. |
think you'll recognize the creator of technology and we're located in California, Cooper county California. 1'm aso here
on behalf of Informs Technology Industry Counsel which is head quartered here in Washington. 1T members represent
the leading providers of information technology products and services worldwide revenues in excess of $300 billionin
1994 and more than 1 million employeesin the United States. Our members are consistently at the very top of the list

of all companiesreceiving U.S. patents.

In the information age, in which knowledge is the point of the realm, the U.S. information technology industry isthe
world leader. Thisis because we create the intellectual property that provides the added value that is most in demand.
From patent system, on the corner stones of protection of intellectual property.

We're here today to support H.R. 1733, your bill Mr. Chairman, and to express our obligationto H.R. 359. The
Moorhead hill improves the patent system by providing additional protection for inventors, including individual
inventors against delaysin the patent office. The Moorhead bill isastep forward. Inanindustry in which advancesin
technology occur at every increasing speed, H.R. 359 would create significant uncertainties whichwould impede our
members ability to competein aglobal economy. H.R. 359 isabig step backward.

I'd like the deal with some of the issues that were raised earlier by the committee. One had to do with the
constitutionality of the current law. The Constitution provides that the Congress will decide how to protect an inventor.
The Constitution does not say you get 17 years or you get 20 years. That's up to the Congress. That's what we're here
to talk about today. | think that the 17 years--alot of emphasis has been put on the 17 years certainty versus 20 years of
uncertainty. To metheonly certainty isin the 20 year term. The 17-year term isthe uncertain term.

We had a specific examplein Apple recently where an application was originally filed in 1965. The patent went

through five successive series of cancellations and refiling. A patent was ultimately issued in 1993. No one knew what
the patent was for that 35 years. We knew what the invention was for that 35 years. | I'm not sure if the inventor knew
what the invention was for that 35 years, but in any event when the patent finally issued, it was asserted against Apple
Computer. It was asserted against all of our computers which we had been producing, developing, designing, and
marketing for some period of time. The cost us substantial amount of money to defend against that claim.

That's the problem that we'd like to see dealt with in the 20- year term which will provide certainty. The 17-year termin
our judgment does not do that. In aglobal economy, | think | eat ridiculousto think that you can hide an invention.
(inaudible) We're dealing with a system, aglobal system which inventions are disclosed after 18 months. Let's get them
out there. Let'sget to work and start producing.

Recording the delay issue, | think where delaysis caused by the patent office the Gat provisionsin the Moorhead bill
would allow for extension. If inventors knew they were operating under a new system, they may well have acted to
speed up the processing of their claim, rather than to delay it. | think in aglobal economy, we need to be set up. Delay
isnot going to help us. | think the number ask something like 45 percent of the patents that are granted today in the
United States are foreign applications. So to think that we're protecting anyone is beyond my imagination.

Regarding small inventors that were supposedly try tog protect, small inventor in the case | cited happensto livein
Nevada where me doesn't pay any taxes, and he spends alot of time skiing. Hislawyer, who, | guess he can afford, is
among the highest paid lawyersin the country. So, | don't think money's an object here. | think we're dealing with a
real abuse of the system under the old system, and | don't see how anything other than a Moorhead bill would deal with
the abuse in the system. | have seen no effort, in spite of efforts or our part, to try and make any accommodations to
deal with this abusein the system.

| think the Moorhead bill doesit, and | think we ought to get on with hit. Asfar asthethischart that was put up, | think
anumber of the examples that were on the chart were deliberate delays on the part of the inventors and deliberate delays
shouldn't be compensated. Where there's been delays by interference procedures, that's taken care of in the current
legislation. Few situations may have been caused by the patent office where the patent office caused delays. Those can
be directly dealt with under the Moorhead bill. So | don't see the problem here.

| think in your opening comments, Mr. Chairman, you dealt with the improvement that you bill put forth on Gat, and |
don't see any need to go into that. Just to kind of nit it out, | think that the -- | think it'simportant that we have some
certainty in this system. | think we have with the new Gat legislation. | think we have more certainty than we had
before. | think that the improvement offered by the Moorhead bill provide additional certainty and accommodation
whereit'sneeded. | would urge the committee to support the Moorhead bill. REP. MOORHEAD: Thank you. Very
unfortunately, we have avote on the floor. Therule on this Partial (inaudible) Abortion Act. I'll get back to asfast as|
can. | hope that many of our panelistswill opt to come back as soon as they can, and we'll get started again. Thank you.
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REP. MOORHEAD: The subcommittee on courts and intellectual property will cometo order. This morning we mest
to take testimony on two hills pending before the subcommittee: HR359 and HR1733. We have the receipt of a number
of requests of statements and |letters made a part of today's hearing record.

I have unanimously accepted the following statements be made part of the record: it'sa part of HR 1733; alist of 60
U.S. companies and 14 national trade associations. In addition, we have the business and software (inaudible), the
Pharmaceutical Research and Manufacturers' Association, the Generic Pharmaceutical Industry Association, Intellectual
Property Owners, Chemical Manufacturers' Association, Genitec/Biotec Technology Company, a statement of the
Biotec Organization representing 500 V edic companies, departing the 20 year term of the recommended amendment,
HR1733, concerning delays caused by the PTO, letters signed by five of the last six former commissioners, the PTO in
support of HR359, we have aletter from Congressman Baker requesting aletter from Mr. Fishman be part of the record,
astatement from the American Counsel of Education, aletter from Mr. Chris Wells representing the Oklahoma
Inventors' Congress, aletter from Mr. Lawyer a patent attorney, a statement from Ronald Riley, Alliance from
American Innovations. Without objection, so ordered.

This morning we continue hearings on important legislation. | would like to take afew minutes to provide some
background on why | believe HR1733 isimportant.

After World War |1 and during the Cold War, the United States used trade policy as part of astrategy to help rebuild
the economies of Europe and Japan and to resist communist (inaudible) inflation.
We led theworld in global effortsto dismantle the trade barriers and create institutions that would foster global growth.
But now we're no longer the sole economic power in theworld. We are the world's largest economy, and world's largest
trading nation. Our economy, which represented 40 percent of the world's output following World War 11, now
represents 20 percent.
Europe and Japan rebuilt, became tough competitors. The newly industrialized nations became increasingly protective,
winning a share of the U.S. market many times without losing their equality. Although we welcome the product



services and investment of other nationsin the United States, now we must insist that the markets of our trading partners
be opened for product services and investments for the United States.

Wewill no longer tolerate free riders of the global trading system. Weinsist upon reciprocity in our trade agreements.
Thisisacritical changein the way view both trade policy and foreign policy. Theroad to prosperity is not aways
smooth. Sometimes our trading partners will have economic problems. We must remember that the success of

economy isinexplicably linked to the economies of other nations.

Some would have usfollow the ostrich approach; if we just stick our heads in the sand, the problems of other nations
will simply go away. But history has shown that cutting ourselves off from the world is a sure formulatowards the less
successful and prosperous country.

Intellectual property protection has set a significant feature of our trade policy. Negotiating strong intellectual property
agreements and enforcing them has taken on new urgency because of the increased importance of our intellectual
property industries to our national competitiveness.

Our copyright lease industries are growing at twice the annual rate of our economy, and employing new workers at
amost four times the annual rate of the economy as awhole. Last February, | participated in a press conferencein
which areport entitled "the copyright industries the U.S. economy from 1973 to 1993" was rel eased.

Thisreport, which contains impressive figures, was prepared for the International Intellectual Property Alliance by
Economists, Inc. Let ustake amoment to highlight some of these figures because | think they're indicative of just how
important the intellectual property industries are today's economy and to America's economic future.

In 1993, the copyright industries account for 3.7 percent of the United States' gross domestic products. This mean 238.6
billion dollars. Between 1977 and 1993, employment in the U.S. copyright industries more than doubled to 3 million
workers, whichis 2.5 percent of the total U.S. work force.

Between 1988 an 1993, the U.S. copyright industry grew almost four times the annual rate of the whole economy; 2.6
percent versus .7 percent. The copyright industries contribute more to the U.S. economy and employ more workers than
any single manufacturing sector, including aircraft, primary metals, textiles, apparel or chemical.

In 1993, the U.S. copyright industries achieved estimated foreign sales of 45.8 billion dollars. After automobile and
parts, the copyright industry is the second largest industry in export.

A global economy offers tremendous opportunities for American workers. Over 11 million workersin the United States
owetheir jobsto export. Thesejobs pay higher wages on the average than the jobs not related to trade.

Every billion dollars of exports support 17,000 jobs. Clearly expanding trade iscritical to our efforts to create good,

high wage jobs. The global economy will not disappear. We cannot turn our backs on the clock. Evenif we could, we
must face the fact that the United States has a mature economy, and we have only 4 percent of the world's population.
Future opportunities for growth in the United States will depend in part on providing goods and services to the other 96
percent. Given thisfact, opening markets, expanding trade and enforcing our trade agreements are important to fostering
growth in the United States.

What this hearing is about this morning is whether we go forward and strengthen our inventors and our industry to
competein global economy, or do weroll back the gains that we have already made.

I'd like to spend the next few minutes talking about HR1733 and the newly created 20 year patent term. Theold law

was that your patent lasted 17 years to the date of issue. The new law as of June 8, 1995 is that the patent will last 20
years from the date that you filed with the Patent and Trademark Office. That commitment was made in substance
(inaudible) agreement, as well asin the 1994 bilateral executive agreements with Japan.

The twenty year term invented agreed upon point and gap for at |east the four or five years, through republican and
democratic administrations alike. Thisis common knowledge. The idea of the 20 year termis not new. The 20 year
proposal almost identical to the present law was recommended for the U.S. by President Lyndon Johnson's commission
on the patent system in 1966.

And Secretary of Commerce Mossbacker commission on patent law reformin 1992. | did not votein favor of GAT
implementing legislation for anumber of reasons, none of which concernsthe intellectual property provisions of GAT.
To the contrary, | do know that the copyright and patent provisions of GAT are good for the United States and
supported by every major national copyright, patent and bar association that takes an interest in patent and copyright
law. The overall pendency, from filing to the issuance of a-- or abandonment for patent application decreased from 19
1/2 monthsin fiscal year 1993 to 19 monthsin 1994. For computers, pendency was reduced from 28.5 monthsin 1993

t0 26.5 monthsin 1994. In the of vinyl technology, pendency was reduced from 22 months to 20.8 months. GAT will

add an additional 36 monthsto cover this examination period.

In January of August 1994, the Japanese agreed to make substitutive changesin their law to benefit the United States
(inaudible) in exchange for the patent and trademark office recommending the 20 year term for filling an 18 month
publication. The change the U.S. wanted to make anyway.



The features in the Japanese patent system that create problemsto the United States businesses, according to the general
accounting office study released in July 1993, are 1) they do not permit filing applicationsin the English language. As
of this past July it is now possible for U.S. applicantsto file patentsin English. 2) thetimeit takesto obtain apatentis
much too long; five to seven years. Asof January 1, 1996, if we keep our part of the agreement, examinations will
concludein 36 months. 3) the permit competitors-- they permit competitors to oppose the issuance of a patent before
the patent isissued. This practice will abolish next year if we keep our side of the agreement.

They permit competitors whom devel op minor improvements to obtain compulsory licenses for basic technol ogies
developed by the U.S. businesses. This practice will be limited.

These are the Japanese practices they have agreed to change in exchange for the 18 month publication and the
examination. To further protect patent applicants, the present law would extend the 20 year term for the patent for up to
five additional yearsto compensate when an applicant isinvolved in a proceeding to determine who was the first to
invent or an appeal of an examiner'sdecision in a court proceeding.

This protection will further insure that the patent will not suffer any loss of terms. In addition to these protections,
present law adds an additional year for what is called provisional patent application. Thisadds an additional year in
which the applicant can develop claims and potentially seek investment for development of new invention.

During this provisional year, theinventor retains hisrightsto an early filing date as the 20 year term doesn't start to run
until the non-provisional applicationisfiled. Which amountsto 21 years of affected patent terms.

Our old term of 17 years (inaudible) from the patent ground was being abused by a few inventors and interfering with
the patent's system objective of stimulating progress and technology. | find success of continuing applications on the
same inventions the original applications remain submerged in the Patent and Trademark Officein secrecy year after
year.

Itslegal abuse -- itslegal means of intentional delay perpetrated by the inventor until the company has grown up around
an existing company, begins using theinventor's original idea. Once the patent is granted, sometimes as much as 20 to
30 years after filing, the inventor can demand significant licensing fees for continued use of the now patented process.
This usually comes as a brutal surprise to the companies that manufacturer in the U.S., both foreign and domestic. All
foreign countries have the safeguard of measuring the term from filing date. The significance of these submarine patent
lies not in the number of such cases but in the destructive effects caused by such cases.

The U.S. patent system is designed to cause inventors to disclose inventions to, as the U.S. Constitution says, to
promote science and the useful art. Inreturn, patents provide inventors with 20 years of monopoly.

Submarine patent abusers do not disclose anything, just the opposite, they deliberately keep their inventions secret.
Then after decades of delay they cause the patents to issue so that they can collect royalties from existing businesses.
These submarine patent are intended to be a weapon against | egitimate business.

In June of thisyear, Pat Schroeder and | introduced a bill Hr1733 that would further insure a 17 year minimum for any
issued patent that was delayed through no fault of the patent applicant. First the bill would bring the U.S. in line with
the rest of the world by requiring that all patent applications be published in 18 months.

Why have publication in 18 months? First, it will place our domestic inventors on an equal footing with inventorsin
foreign countries; all of whom have access to published patent application technology in their own language 18 months
after filing.

Remember over 45 percent of all applicationsfiled with the PTO are from foreign applicants, who file their own key
notein their own country and whose application is made public in 18 months. Of the remaining 55 percent, over half
arealso filed in foreign countries. Therefore, between 70 and 80 percent of all patents filed with the PTO is already

made public.

Of coursg, all patentsissued in the U.S. are made public upon issuance. The average U.S. patent takes about 19 months
until issuance.

Second, 18 month publication will make it more difficult to manipul ate the system by use of the submarine patent.
HR1733 takes an additional step to protect those who may want their application published and upon request of the
applicant publication will not take place until three months after notification by the PTO that the application is denied,
giving the applicantstimeto list all his application and use the trade secret route.

In addition, what if your patent application is published and your patent doesn't issue until 12 monthslater? HR1733
haswhat is called a provisional rights section that allows the patent applicant once his patent issues to issue areasonable
royalty -- to sue for areasonable royalty anyone who may have used this patent after it was published.

Thisisaright the patent applicants do not have today. For example, we have all seen that notice patent pending. What
doesthat mean? In the practical matter, a notice of patent pending may scare off some competitors. |If someone uses
your patent beforeit isissued you have no rightsto areasonable royalty for that use.



However, under HR1733's provisional rights provision and in conjunction with the 20 year patent, patent usersare
assured of at least 18 1/2 years of patent protection regardless of patent pendency.

If aprovisional patent application isfiled, or if apublication is requested earlier than 18 months, the original patentee
could obtain up to 19 1/2 years or more of patent right.

When Mrs. Schroeder and | introduced HR1733 we added a provision which would take care of criticism of the new
term without neglecting what we gained from the 20 year term. What we added is afourth contingency to the present
law that would permit the Commissioner of Patentsto extend the patent termsfor any time lost as aresult of adelay
caused by the patent office. If the government delays, the government pays.

Term extension under this section of the bill is punitive and up to ten years can be restored to a patent. With HR1733
every possible avenue of delay of a patent has been covered. The U.S. system dates from the earliest days of the
republic, and the current law isbasically that adopted in 1837. Some changesin our patent system have been necessary
to comport with the 1990 -- 21st century.

The changes proposed by HR1733 reflect awell-reasoned, informed approach to modernizing U.S. patent law. | believe
our hearings this morning will support that conclusion, and I'll recognize our ranking member, John Conyers.

REP. CONY ERS: Thank you, Mr. Chairman. | have acopy of your statement so | want you to know that | support
what you saidinit. | came here, first, to explain that our colleague, Pat Schroeder, is unable to be here because of a
partial birth/abortion ban bill on the floor at thismoment. And | know have to add that | will soon not have to be here --
I will not be able to be here because thereisafair chance of defeating the rule on that.
| wanted -- and everyone of course knows, as you've mentioned, Mr. Chairman, that Ms. Schroeder is supporting you in
your proposal HR1733.
| ask unanimous consent that my statement be entered into the record, and because Mr. Rohrabacher has been waiting
for these several minutes and we've got one of the longest witnesses list that |'ve seen at a subcommittee thisyear, I'll
yield back the balance of my time. REP. MOORHEAD: Are there other opening statements? If not, our first witness
thismorning is our colleague from California's 45th District. Hetestified in August in 1994 before the subcommittee of
two hills, Senate bill 2368, which contains actually the same language of the 20 year -- the three month term and was
later adopted in GAT pending legislation. On behalf of the subcommittee, | want to welcome our colleague; look
forward to histestimony.

REP. ROHRABACHER: Thank you very much, Mr. Moorhead, Mr. Chairman, Mr. Vice-Chairman -- Mr. Conyers|
should say, and all of the other members of the distinguished committee.

Last year with the GATT implementation | egislation was passed it established an uncertain patent term of 20 years from
filing. Theword uncertain patent termis very significant. | was upset because the GATT agreement did not require us
to abandoned America's guaranteed patent term, which for 134 years was set at a minimum of 17 years from grant.

So we went from a certain and a guaranteed patent term to an uncertain and unguaranteed patent term. Thus, by
misusing GATT'sfast track process a change of vital importance to our nation was enacted into law without so much as
an up or down vote on theissue. Thislessthan democratic tactic has given us apatent law which reduces the rights
certain of every individual American and in the long run threaten our nation's competitiveness and prosperity.

The United States has always had the strongest patent system in the world, and is now the world's leading producer of
innovative, breakthrough technology and ideas. That didn't just happened; that happened because we were -- all of
these years had a certain type of guaranteed patent protection, and that's why we've had, and have today, a 20 billion
dollar balance of payments surplusin royalties and license fees.

In the past, innovators were confident that they would have 17 years of patent protection no matter how long it took the
patent office to issue the document. Venture capitalist were confident too. That was 17 years of guaranteed ownership
of new technology they could recoup their investment.

That |ed to an avalanche of accomplishment by independent inventors. | have a chart here which indicates some of the
most important inventions of this century have been invented by independent inventors, whether we're talking about the
zipper which is not important but perhaps things like power steering or air conditioning. Even the ball point pen; and
even when we're talking about health care issues, magnetic renaissance imaging, titanium, penicillin, the vacuum tube,
insulin, and the list goes on and on were invented by independent -- the jet engine, FM radio, etc., etc., etc.

These areimportant inventions that have given us adramatic edge in the international competition that we're talking
about in this global market place, they were invented by independent inventors because they knew they had a
guaranteed property right to 17 years of protection.

These ideas have established whole new industriesin this country. Currently the revolution in bio-technology is
dependent on patent protection, yet, of course, we know that others would like to steal the product of America's
investment into bio- technology, especially foreign interests.



No amount of government subsidy will be able to make up in thelossin venture capital that will result in the
compromising of patent certainty and patent protection in the United States. Big domestic and foreign corporations
obviously who are users of technology, rather than creators, they believe that the patent system -- and they've wanted to
weaken the patent system for a number of years and you can see why. Y ou can see why automobile manufacturersin
the United States, or even in Japan, may not want an innovative patent term when it was innovators, independent
innovators, who came up with innovations like power steering and automatic transmi ssion.

Obviously these very powerful interests, foreign and domestic, would rather just use these ideas without paying
royalties. Theissue at hand is eliminating the 17 years of guaranteed patent protection and replacing it with 20 years of
so-called protection that depends on patent office bureaucrats and the ineffectiveness of outside interferencein the
process.

And | might say with the (inaudible) formulathat we're being asked to accept, the people who will have the most
leverage in the patent system in the future will be those people who can hire the best lawyers and pay the most money to
affect legal decisions.

We have -- theissue at hand, as| say, is whether we're going to eliminate the guaranteed patent protection or replace it
with 20 years of uncertain patent protection.

And we have another chart here that shows that -- how this would have impacted if thislaw had been in place. Three of
the most important inventions, which is crystallin polypropylene, which is basically something that we see every day in
stores throughout the world in the use of bottling; it took 27 yearsto issue that patent.

Under the system that we have just replaced, the one that we have just created with no up or down vote by Congress, the
protection would have been no protection for Phillips Petroleum, which put alot of money into investing in R&D to
come up with this product. And they made 300 million dollars on this patent under the system before we changed it.

The laser took 20 yearsto issue. It would have had no protection under the current system that we've just put in place.
And by the way, both of these had 17 years of protection under the old system.

Then, of course, the microprocessor which took 17 yearsto issue, and it had three years of protection -- would have to
have three years of protection under the current system, it had, of course, 17 years under the old system. Thank you
very much.

Of course when you decrease the number of years of protection that means overseas interests don't have to pay royalties
during that time period. Remember that. Now even worse, there's a push, and this a disagreement -- an obvious
disagreement -- but | think it isalethal disagreement, thereisapush that all patent applications need to be published 18
months after filing, which isthe essence of HR1733.

Whether or not, the most important element of thisisthat these applications are going to be filed whether or not the
patent has been issued and the ideas are protected. That's the basis of 1733; the patent application publication act. Even
though many of the bills co- sponsors seem to be unaware that the central purpose of the bill is publicizing patents
before they are protected.

HR1733 publishing, any type of patent application beforeit receives patent protection, would be a heinous crime against
America. Anything which published the details of an invention before the issuance of a patent is an open invitation for
every unscrupulous company in the world, foreign and domestic, to steal our technology.

Publications will be open to the possibility of outside -- it will open up the possibility of outside interferencesin our
own patent process. Meaning it will take even longer for patents to beissued and that will mean even more of the
inventorstime will be taken away. That's been the experience in other countries, and now some misguided people want
to bring that system to the United States.

We've heard about submarine patents. The opponents of my bill, HR359, have based many of their arguments on this
submarine patent issue, which is based on villainizing -- basically villainizing -- inventors. They claim that inventors
are deliberately delaying the process, and that's the most important problem facing the patent system today.

WEell, let me add that most of the inventors | know, and if you talk to inventors that you know, you will find that they
have struggled desperately to have their patent issued as soon as possible so that they can start getting some of those
royalties and getting some payment back for their work.

They have struggled diligently to do this, and they arein no way trying to delay their patents. That's the vast majority
of all inventors because they're not rich guys. They're usually people who need that royalty money coming in and they
realize with the speed of changein our society, if they don't get that patent issued, they will be left behind because
something new will be invented that will take its place.

Such submarine patents may be a problem, but not nearly as calamitous as has been claimed. Bruce Layman testified,
the head of our patent office, testified in August 1994 that he knew of only 627 submarine patents. Aswe've heard
today, even if it'sasmall number, it's a problem.



Well my office found out from his office, and we've been making this request repeatedly, we just found out that fully

2/3 of the 627 so-called submarine patents were under government-imposed secrecy orders, which was no fault at all of
the applicant.

The submarine patents are a problem, and let me admit that in many cases-- there are many cases of submarine patents
where people are manipulating the system, and it isa problem. But | have repeatedly, repeatedly said | would be glad to
accept into my legislation, which keeps the guaranteed patent term, anything that we can do to prevent those submarine
patents.

In fact, there's been no attempt from what | can see to try to reform the patent office to get at the submarine patent issue.
Instead it's being used basically as a cover to eliminate the guaranteed patent term.

Well we don't need to punish every American inventor to diminish-- and diminish the property rights of every
American to solve the submarine patent issue.

HR1733 basically islike acharacter in"A Man for All Seasons," the play about Sir ThomasMoore. In order to get at
the devil lurking in the woods, this character was willing to burn down the entire forest. We don't need to destroy our
venerabl e patent system based on a guaranteed patent term just to deal with the submarine patent problem.

| urge the committee to restore the rights of American inventors by passing HR359, and not to make every U.S. inventor
vulnerable by passing legislation that requires the publication of all of hisor her ideas after 18 months of application
whether or not that patent has been issued.
There are many other issues that we could get into, what | will do because | know there are other witnesses here to
testify, but there are many people who can talk about -- and will testify -- that the 19 month average pendency that
we've heard about is not, does not hold up under scrutiny. And that the Japan -- the deal we made with Japan, the two
unelected officials made with each other - - in the Japanese officials and American officials-- was amajor, amajor
catastrophe, and it was what we would call a"sweetheart deal" made between two people and the interests of the United
States was left out.
And with that, Mr. Chairman, | would open up to questions and submit the rest of my statement for the record.

REP. MOORHEAD: Thank you. Professor Mark Linley, of the University of Texas School of Law, who will be
testifying this morning did a study to evaluate the likely effects of the new 20 year patent term on U.S. patent holders.
That's the only study that | know of that's been made concerning the comparison of the new system. To that end, he
collected and analyzed data from over 2,000 recently issued patents.

From 197 litigious patents his study determined that overall patent userswill benefit from the new 20 year term. Onan
average patent users can expect to gain around one year of additional term depending upon the assumptions made.
The study indicates that submarine are asmall, but not insignificant, percentage of the total patentsissued, and that
submarine patents suffered the brunt of the burden of the proposed new law.

This study was published last June. Have you have a chance to review the study, and if so what isyour --

REP. ROHRABACHER: No, | haven't, Mr. Chairman. Could you tell me who paid for the study?

REP. MOORHEAD: The study was, came out just thislast year. REP. ROHRABACHER: But, who was the -- what
was the interest group that paid for --

REP. MOORHEAD: Professor Mark Linley.

REP. ROHRABACHER: But who paid -- perhaps when he comes up. Maybe it was done independently. Wasthere
anybody who paid -- did anyone pay for the study?

MR. LEMLEY: No one paid for the study.

REP. ROHRABACHER: It wastotally independent?

MR. LEMLEY:: It wastotally independent. The University of Texas pays my salary but --

REP. ROHRABACHER: All right. Well | will accept that, Mr. Chairman, but | do know that there are some very
powerful interest groups that --

REP. MOORHEAD: Oh, come on, don't --

REP. ROHRABACHER: No, I'm not screwing with you. The bottom lineis he said no one paid for his study, but you
know and | know that we have been in hearing after hearing where there are individual professors that have done studies
for special interests and | wastrying to determine whether or not that was the case; this was not the case here.

If the professor found that the average patent will gain one year, Mr. Chairman, that -- all | have to say isthat the
average patent makes absolutely -- istotally irrelevant to the decision asto whether or not we will eliminate a
guaranteed patent term for all American patents.

The average patent could be the stripe on the bottom on atoothpaste tube. What mattersis the breakthrough
technologiesin which | have just shown you, the three major breakthrough technol ogies, that we have just shown you
the chart on, would have received -- would have lost all of their patent protection.



These major patents take alonger time to get through the process, and they would lose handily, and there will be
witnesses that will testify to that on our panel, who I'm afraid in terms of their people have just as good as credentials as
our professor.

REP. MOORHEAD: | have a question that you might beinterested in. Y ou've criticized the provisions of HR1733 that
would restore time lost of the patent office as not workable. What if the patent office published alist of deadlines,
where its response is the applicant's action, and then compensate the applicant any time it takesin excess of the
deadline; an absolute guarantee. REP. ROHRABACHER: Okay. | have been open todiscussing different -- in fact, |
have pleading with different people in the industry -- and everybody knows that around town -- every timel givea
speech on this| say let's come up with acompromise and try to find away in which that 17 years of patent protection is
absolutely guaranteed.

REP. MOORHEAD: But you didn't answer my question.

REP. ROHRABACHER: Right. I'll be open to talk about it, sure. But my main goal, my main goal isto make sure that
those 17 years of patent protection are not taken away. Unfortunately, when you set up acomplicated formularather
than by changing the system where it was avery simple, it was understandable, and enforceable 17 years, when you
change that to a system that basically we're trying to organize avery complicated process that will result in 17 yearsin
protection, the people who have most of the money for lawyers, the people who have money to influence the system
basically have the edge. The poor independent inventor who is operating on hisown isleft out in the cold because he
can't hirethe legal representation needed to get through the system and that's the difference.

Although I'm open to any compromise that will guarantee 17 years.

REP. MOORHEAD: The Gentleman from California, Mr. Berman.

REP. BERMAN: The charts that you showed -- yeah, thereit is-- isan interesting one, and | would be interested in
hearing from the opponents of your proposal their response to those assertions.

REP. ROHRABACHER: These are just three examples. There are so many examples --

REP. BERMAN: | understand.

REP. ROHRABACHER: -- where people have invented things, whereit's taken them -- where they've struggled to get
through the system, and it's taken them eight to ten years.

REP. BERMAN: Let me ask you acouple of things. Firstof al, I'm -- I've only been on this subcommittee for about

ten of the last twelve years so | don't know much about patents. 1've managed to not specializein that area, Mr.
Boucher, Mr. Moorhead know alot more. Tell me afew things here. When youfile your application for a patent, can
you start getting royalties for the use of your product?

REP. ROHRABACHER: It is an uncertain; that is uncertain.

REP. BERMAN: It's certain whether you are allowed to or not.

REP. ROHRABACHER: It may be possible, but most people will not respect patent pending -- most people will not
invest in atechnology, or respect a situation, until that patent has been issued because they realize that there are all
kinds of people challenging; there may be another invention that the patent office hasto-- it'savery uncertain situation.
REP. BERMAN: But to the extent --

REP. ROHRABACHER: | believeitispossible.

REP. BERMAN: Itispossible, yes. And that would provide, | understand there are many complicating factorsin all of
this, et me ask you one other question. When a patent isissued, does it relate -- let's say, a patent isfiled, another patent
isfiled by someone else on asimilar kind of thing ayear later, the patent issues on the first application, does that -- to
the extent that the second one is found to essentially duplicate the first -- does that wipe out the second patent? In other
words, if you'refirstin timeinfiling your application, does that --

REP. ROHRABACHER: It depends on who invented it first. | mean, we've got.

REP. BERMAN: It depends on who invented it first, not on who filed it first?

REP. ROHRABACHER: My, my -- by the way my bill goes to none of these issues.

REP. BERMAN: No. No. I'mtrying to understand, you've talked and it'strue what concerned me this GATT effort,

this implementation legislation which you're trying to change, rewards not the best inventors but the people who can
gimmick this system the best. Get their patentsissued relatively early because by going from a guaranteed term to a
period of time after the application isfiled, are the onesthat can get that issuance earlier will get agreater period of
exclusivity of return.

REP. ROHRABACHER: Well, I'm just saying that the system by taking it from atime certain of 17 years and making it
the 20 years of uncertain time, and making the clock start ticking is what you've done is you've complicated the process
so much that for people who lack the means to have legal representation, you basically put them at the mercy of number
one, an ineffective bureaucracy, and number two, -- if the bureaucracy is ineffective.



And number two, outside interests that may want to manipulate the system. Especially if you have an 18 month
publication which permits outside interests to know exactly what you're up to and then they can plot a strategy of
interferences, which is common place in Japan.

What we've done is basically by making this change, we have conformed our process to that in Japan. Now thereisa
reason why in Japan they don't come up with new innovations because people are beaten down by the system there.
And their system isdesigned in away that permits that.

REP. BERMAN: Let me ask my question.

REP. ROHRABACHER: Yesh. Sure.

REP. BERMAN: I'm trying to understand if there's-- you're spinning out tales of un-torrid influences and agendas that
are anti- American in a certain sense because their not allowing the protection of invention, and of American technology
and all of that. I'm trying to understand is there some economic motivation why people would want to play around with
when their patent was issued so that they can increase the time in which they have the exclusive rights for
compensation, keep prices higher, keep consumer's from getting -- more peopl e getting the access more quickly; I'm just
wondering is there a countervailing argument here.

REP. ROHRABACHER: Yes, thereis. And it'sthe submarine patent argument, which | believe that thereis an honest
disagreement between myself and the Chairman on the rel ative importance of that as compared to the loss of rights that
will take place by changing the fundamentals of our patent system.

Thereisaprofit motive today, or at least under the old system, to basically try and string out your patent thing if you
believe that your innovation and your new technology will be so in use after 10 years, or 15 years, that that 17 year
period would be more profitable to have your patent in effect. And that iswhat the submarine patent isall about.

That istruein some cases. |I'm certainly willing to work with anybody in this body to try, and | have pleaded with the
industry, to say let's come up with acompromise. We can reform the patent process; we can reform the way the system
worksin the patent office to prevent people from doing that.

But to take away the patent certainty, what we've done is open up awhole new can of worms that basically what we'll
see -- what | would -- billions of dollars worth of royalties that should be staying here in American pockets, will instead,
or are going to American pockets from Japanese and foreign bank accounts, that will no longer be the case because
there term will be shrunk.

It will take an extrafive or ten yearsto get through the process.

REP. BERMAN: My time has expired. Let mejust finish with arhetorical observation in my response, although |

would like to hear critics of your bill address the issue of those kinds of inventions. I'm just wondering the extent to
which one interpretation of what | see up there isthat the laser, the microprocessor, some other things, because there
was no particular necessarily motivation under the old law were kept out of the hands of American industry and
American people because they could -- 27 yearsto issuance, 20 years to issuance, 17 years to issuance, how much
quicker might we have had the laser or the microprocessor had this post-gas system been in place rather than --

REP. ROHRABACHER: | understand. | think that's avery good question and | will say thisthat we have arapidly
changing scenein the field of technology. And before | knew people who were struggling to get their patents issued as
soon as possible, even when the rate of technological change was much slower than it istoday, today when we have a
rate of technological changethat is so rapid many of the problems of the submarine patents of the past no longer apply
because inventors are deathly afraid that if they delay the issuance of their patent at al, they will be left behind totally.
Infact, who caresif their patent is 17 yearsif something comes up five years from now that is more effective. So they
want to get that patent issued right away.

REP. BERMAN: | know we're running out of time and got all these witnesses.

REP. MOORHEAD: Thank you. The Gentleman from North Carolina, Mr. Coble.

REP. COBLE: Thank you, Mr. Chairman. Danagood to have you with us. This matter has generated alot of interest
onthishill and | guess around the country. Let me go back with you aways. On June the 13th of thisyear on the
House floor, it was either the one minute or special order, you said that the 20 year term was "snuck into the
implementation legislation, even though it was not required by GATT treaty."

REP. ROHRABACHER: That's correct.

REP. COBLE: Now there are two partsto this statement. Let me dig into this. First, the matter about it being snuck into
-- snuck into the implementation legislation. The 20 year term, as you probably know, was an issue being discussed in
the GATT negotiations as far back, | think, as 1988.

REP. ROHRABACHER: That's not correct.

REP. COBLE: But | think that is correct. Let mefinish, then I'll be glad to hear from you. 1'm confident that is correct.
We can disagree or agree about that subsequently. It seemsto methat it was neither controversial nor new.



Now you testified, Dana, at ajoint hearing of the Senate -- Mr. Chairman, | think in this very room, I'm not sure about
that -- but in any event before this subcommittee on August the 12th, 1994 on the language contained in S2368, which
was the language that was subsequently adopted three months | ater by the House on November 29th with a vote of 288
to 146; amost a2/3 majority. And it passed the Senate with avote of 76 to 24 on December 1, 1994.

Now on that very day that | mentioned previously, June 13, 1995, you went on to say that you were, "denied the right to
even see the language until shortly before November 29, 1994." Now, Dana, did you not in fact testify on that language
three months earlier.

REP. ROHRABACHER: That's correct.

REP. COBLE: Soyou were not --

REP. ROHRABACHER: That does not mean that that was going to beincluded in the bill. We were making requests

of the administration as to whether or not this would be included in the bill we were refused to see, my office was
refused our request to see a copy of what thisimplementing legislation was going to be like. This could-- or would not
have been in this bill, thiswas a decision made at the last minute whether or not thiswould bein the bill. In fact, the
President went so far as to cut adeal with Senator Dole saying well, we'll leaveit in the bill but if Congress actsonit,
we will agree we won't oppose what Congress goes-- this could have been taken out of the bill at any moment. We
were not informed by it.

REP. COBLE: Well, just leaveit alone, Dana.

REP. ROHRABACHER: Just answer your first point. | have aletter from Clayton Yigger, | will submit for the record,
stating that thiswas not an issue of negotiation when he was head negotiator.

REP. COBLE: Well, asto whether you were denied the right to even see the language, that may be subject to
interpretation, but | don't believe Danayou were denied that right because you addressed it when you appeared before
us.

Let me go to the second letter. Second part of the statement isthat the 20 year minimum was not required for GATT. A
changein our patent form wasin fact required by GATT. To comply with GATT as best | recall we had to provide a 20
year minimum from filing. We could however had gone further and provided a 17 year from issuance, whichever might
have been longer, but we did not do that.

Now, | think, Dana, to say that no charge was-- no change was required, | don't believe that's correct.

REP. ROHRABACHER: As per my conversation with the people who are negotiating for us, Mr. Clayton Yigger and
before the current administration, | would just say that the language was written specifically to permit the United States
to adopt a policy that would not require us to change the fundamental patent law. That'swhy it waswritten. To say that
at the very least we have to offer a minimum guarantee of 20 years from filing.

It didn't say you have to have that as your standard. Otherwiseit would have been written in atotally different way.
We were not required by that |egislation -- and as it was purposely negotiated to give usthisoption. And | know it's
easy to interpret the other way, but clearly things-- there's a purpose behind those wordings that give us, America, that
lead way.

In other words, we could have passed GATT and been part of the GATT process without changing our fundamental
patent law, and that was intentional on the part of our negotiators.

REP. COBLE: Wdll, not unlike the Gentleman from California, Mr. Berman, my timeisrapidly elapsing. Let me touch

on one more thing Dana. Again, on your June 13, 1995 appearance, you said, "every technological breakthrough which
has changed the lives of mankind that have been based on patentsissued to Americans have taken years and years,
sometimes more than a decade, sometimes more than 15 yearsto issue.” I'm not - strike that -- | started to say I'm not
sure | agree with you; | am sure | don't agree with you. But we can talk about that at alater time, but 1'd be glad to hear
from you on that.

REP. ROHRABACHER: All I'll say isthat if not every invention, every breakthrough invention; it's not every one. The
vast majority that | have seen, and | will be very happy to have alist of -- that my opponents will come up with, seethis
only took two yearsto get through and this is a breakthrough technology and we'll have our list. But thefact isthelistis
so long on one side where it takes longer than three years to get through, that it is clear that thereis a substantial |oss of
patent protection for major breakthrough technologies, like changing the basic patent law.

We have basically lived with the same patent law for 134 years, and we take it for granted that Americais the most
innovative country in theworld. We say, oh well, that's part of our culture. Y ou can't change the fundamental law and
expect that Americais going to remain theinnovative country that it was. We have changed the basic rulesfor this. We
have conformed to Japan. We have harmonized to Japan. Thisis going to change the way things work in the United
States of America, and for people who think that it's not, we can watch ten years from now and see what happens.



It's not just coincidence that Americans are the most innovative people, and we've come up with all of these good
inventions. It's because we had that type of a patent system. Now, unless | am successful, unless we turn this tide back,
we will not have that same patent protection, and we will not be the same America.

REP. COBLE: WEell continuethis, Dana. 1'm sure, Mr. Chairman, my time has expired. | thank the Chairman.

REP. MOORHEAD: Thank you. The Gentleman from Virginia

REP. BOUCHER: Thank you very much, Mr. Chairman. Dana, welcome today, and thank you for sharing your views
with us on this subject of genuineinterest to this subcommittee.

Let mejust get the benefit of your ideas with regards to a couple of approaches that we might be able to take that
potentially would address the problem that you have raised.

Would there be any benefit, in your opinion, if wewent to afirst-to-file system. Today patents are cal culated based on
who invented first. And the person who isthefirst inventor isentitled to acquire the intellectual property interest.
Suppose we decided to do what the rest of the world does and take that to afirst-to-file system.

REP. ROHRABACHER: I'd haveto take alook at it. It's not something | feel strongly about right now. 1'd haveto
study the issue.

REP. BOUCHER: So you don't really have afirm view asto how that would effect --

REP. ROHRABACHER: | might after | studied theissue, but | just haven't studied that particular issue enough to give
you any answer.

REP. BOUCHER: In Chairman Moorhead's bill thereis arequirement that the patent application be published after 18
monthsfollowing their filing. 1t isargued, as| understand it, by the proponents of that that by having that information
made public at that time there would be an expansion of the prior art database to the benefit of many parties, and that
would also be apotentially an effective way to prevent surprise and preclude the conduct of the submarine patent --
REP. ROHRABACHER: Y ou'd be surprised --

REP. BOUCHER: Do you have any views with regard to that?

REP. ROHRABACHER: Sure. The people who will be surprised will be the inventors when they see people all over

the world who have every little bit of information they have about their own creative endeavors. Now it'sin the
possession of people who are their economic adversaries, and didn't -- whole new industry created if this 1733 passes as
itisnow.

Y ou will have an industry of -- all these lawyers are out of work in Washington now. They'll be hired on by all these
companies all over the world to go to the patent office, pick up the publication, and FAX it to the various companiesin
Indonesia and Thailand, China and Japan. And that will be agreat industry. | mean, they will make alot of money

doing it, and any new ideas that start springing up in the United States will be subject up to grand theft. It will be our
indebtors that will be surprised.

REP. BOUCHER: So your concern, stated in a sentence isthat if we went to an 18 month publication rule that would
simply encourage pirating of American innovations. |Isthat what --

REP. ROHRABACHER: | do not understand how anyone can take alook at the idea of publishing an application for a
patent, disclosing all of the information about innovation and technological ideas that are being developed by the United
States, | don't see how anyonein their right mind, basically, and I'm sorry to be so blunt about it, can think that people
will not turn around and use that information for their economic benefit against us.

REP. BOUCHER: Well, let me explore that with you just alittle bit. In the United States, if the information is pirated

and put into practice and the technology is produced by someone than the inventor, under our current law even with the
absence of the issuance of a patent, the person to invent would have the intellectual property interest and would
therefore have a cause of action against anyone who expropriated what was his.

REP. ROHRABACHER: That'sright. That'sright in this country --

REP. BOUCHER: So the 18 month publication rule in regard to this country should not be problematic, do you agree
with that?

REP. ROHRABACHER: | would think it would be problematic, but it would be -- if someone had enough money to
enforce hisrights by hiring the right kind of legal counsel, well then that person can probably secure his rights because
he or she has the money necessary to do it. But what if the independent inventor doesn't have the money to do it?
Overseasit'sadisaster.

REP. BOUCHER: That's the bigger problem that you would foresee is the fact that people overseas would take
American Innovation based on the 18 month publication and then put that technology into the market.

REP. ROHRABACHER: They'd run with it.

REP. BOUCHER: Okay. Let me ask you one additional question and I'm going to yield to my friend from California

who has some follow ups. When you were answering Mr. Berman's question concerning the submarine patent holder,
the person who sort of purposefully delays for a period of time having his patent issued so that he could claim the
benefits of the intellectual property interest many years downthe road after the technology has been put into practice by



others, you have indicated an interest in taking steps then perhaps having provisionsinserted in either your bill or Mr.
Moorhead's or some combination of those two. That would prevent that practice from recurring. Did | correctly
interpret your comments?

REP. ROHRABACHER: | have no desire to protect people who are engaged in what is called submarine patent
manipulation. | just--that is not the purpose of my bill. | have since day one begged people to come up with
compromises with changesin the way the patent office functions, for example, to try to confront thisissue. | have
received no responsible offersin terms of types of reform that we could make other than simply saying, no we're just
going to eliminate everybody patent rightsto a guaranteed 17 years of patent protection. That'll solve the problem. And
so forgot about reforming this system.

| am open to any reforms that we can take place over here at the patent office and their procedures that will prevent the
kind of abuse we're talking about. In America, we're not supposed to punish the people who are innocent by eliminating
their guaranteed patent protection in order to get to the guilty by people who are manipulating the system. Let's change
the system and reform it. I'm open to that. I'm anxiousto get on with that job.

REP. BOUCHER: Wéll, | want to thank you for that offer. | think that at the core of all of our concernsis the abhorrent
practice of the submarineintellectual property owners surfacing well down the road, and we all want to make sure that
doesn't happen. And your offer to work with us as we seek to address that is most welcome indeed.

I'll be glad to yield to the gentleman from California:

REP. BERMAN: One question, in all your comments, I'm alittle confused. Do only foreigners steal American
inventions? REP. ROHRABACHER: No, in fact --

REP. BERMAN: Do Americans ever steal it? Why isthisaways the foreigners are going to take our technology rather
than an inventor who did something who's losing hisright to get --

REP. ROHRABACHER: | will have to admit that it upsets me alot more when aforeign company steal s technology

that was invented in the United States then when an American company triesto take advantage of situation and because

REP. BERMAN: Oneisstealing, oneistaking advantage of? Do they have longer sentences for foreigners?

REP. ROHRABACHER: It's stealing in both cases, but in one case we have alegal avenue to protect ourselves. When
we open this up, when we publish this to the world about all these new ideas that we're trying to develop, many of our
people are going to have absolutely no legal avenue to protect themselves against acompany over in Thailand or in
Chinaor in Japan. They just won't have the resources or the legal avenueto doit. So with an American company -- |
mean here's aguy who invented the windshield wiper, the intermittent windshield wiper, went to the major automobile
companies, they said poo poo; and afew years later they stoleit; and then they got it. Therewasalegal case. It took
them along time for this man to get his due, and he got hisdue. While overseas, that man trying to bring some overseas
company to the point where they would have to pay him would be difficult.

REP. BERMAN: The whole purpose of Gat wasto make - - get meaningful remedies against foreign interests to get
protection for intellectual property abroad so that there would be remedies against foreigners. The whole trade off inal
of thiswasto get some meaningful kind of protection abroad.

REP. ROHRABACHER: We've increased the level of protection, but if you're going to sit back and fly on that, and if
we're going to make all of our people vulnerable based on agreements made by some of these countries and some of --
many of them are dictatorships, the bottom lineis: We're going to see our technology ripped off as never before. Asl
say, it's an open invitation to the thiefs of the world to grab America's ideas and use them for their own benefit.

REP. BOUCHER: Will the gentleman yield?

REP. BERMAN: I'll be glad to yield to my Virginia colleague.

REP. BOUCHER: | thank the gentleman for yielding. 1'd liketo follow up on the gentleman from California's point as
well. Every other major industrialized country in the world follows this procedure of publishing -

REP. ROHRABACHER: There's only two other areas, Japan and Western Europe.

MR. BOUCHER: Western Europeis a pretty major area.

REP. ROHRABACHER: But it is not every country on the world.

MR. BOUCHER: | think Western Europe probably contains most of the other major industrial countries of the world.
Follow this. Now, if their inventors, their companies, their individual inventors are being ripped off, left and right, by
this system by all of the other foreign countries, if you will, why haven't they abandoned that process?

REP. ROHRABACHER: Becausein other countries, they do not consider the rights of individual the way wedoin
United States of America. That'swhy we have most of the -- that's why most of the innovation happens in the United
States of America. Y ou look at what the Europeans have come up with and what the Japanese have come up with in
these last 30 or 40 years, and you'll find American's are leading the way by along-shot. It's not acloserace even. It's
not even close.



REP. BERMAN: Reclaiming my time -- the gentleman from Virginiastime. The fact of the matter isthat whilewe
certainly are aleader in innovative technology and inventions, and we certainly want to protect that, it seemsto me that
there are far other reasons for that then this difference in our patent laws. The German's, the French, the British, the
Japanese have come up with awide variety of areas of innovative technology and to me to suggest that it isn't our tax
system, our productivity of our workers, other elements of the attraction to this country --

REP. ROHRABACHER: You're stretching it.

REP. BERMAN: -- of people from other parts of theworld. That'sthe reason why we are aleader in thisfield. Andto
point to this simple difference between publication is--

REP. ROHRABACHER: Well, it's not asimple difference in publication. We're talking about publication, and we're
talking about a guaranteed term versus an uncertain term. | will say the chair was asking about today is afundamental -
REP. : May | ask the gentleman from Virginiato yield for amoment?

REP. BOUCHER: Mr. Chairman, let me do thisif | may. Perhaps| could yield back my time and you can recognize

each of these gentleman on their own.

REP. : Could | ask for just one moment? | just want to-- perhaps the reason that -- the real reason we have in your
view been immensely more innovative and creative in terms of these technologiesis that we actually have been because
of the publication rules of these other countries stealing their technologiesin advance, and that's why we've gotten the
leg up. Would you care to comment on that?

REP. ROHRABACHER: | must say that | don't make light of thisissue, and that question is making light of the issue.
REP. : Itisn't really making light of the issue.

REP. ROHRABACHER: Give me an example of where we stole technology from overseas.

REP. : It really takes your argument and --

REP. ROHRABACHER: Can you give me an example of what you're talking about.

REP. : It really takes the concern that you've got and puts the shoe on the other foot. If that's the case, then that is
presumably what American manufacturers have been --

REP. ROHRABACHER: | will answer your question. Right now, it seemsto me that my colleagues who | respect

dearly are bending over backwards to find some other explanation for America's greatness other than our fundamental
law. The fact isthat the Constitution of the United States includes patent protection. Itisinour Constitution. Thisis
something our founding fathers understood. Our founding fathers understood that technology and freedom would grant
the average American alife much better than anyone else had ever dreamed in the world. Today we are changing the
fundamental law dealing with technological innovation.

If we were dealing with other rights, the rights of speech or religion, you would not be -- there would be no questions
making light of -- well maybe America's character was devel oped because we have such protection of speech and
religion. There would be none of that. Because no one is going to harmonize the rights of speech and religion and
assembly and other constitutional rights with those of another country, thus diminishing the rights of Americans. What
we have here isafundamental law that has protected our citizens, our creative citizens' right to property, the property
they've invented; and we're trying to changeit. That will change the essence of America'sposition in the world.

REP. : Let me say to the gentleman that you and | share one thing in common and that is we want to have a good sound
strong patent system that protects U.S. inventors. | admire your efforts to make sure that somebody who is creative and
inventive does get a period of time in which to reap the benefit of that. It's a system of reward. We givethem a
monopoly for a period of time in which to recover something their cost and their time and so on. 1'm concerned,
however, on the other side that we also not have a system that can be gamed in such away that you can reap benefits for
afar longer period of time.

Everyone in thisroom as bought many many products that on the product says patent pending onit. Many of the
products that take a period of time to have a patent issues are sold during that time. Either by the inventor of the product
or to another company for royalties.

So when you have -- | can't speak to any of the particulars of these. Although, | do know Phillips Petroleum, the first
oneyou cite there, is asupporters of Chairman Moorhead's legislation, H.R. 1733. But each one of these, they're all

quite old in the 50s and 60s, but each one of them or others could be situations in which individual s reaped more than
17 years. Far more. Maybe 27 years plus 17 in the case of Poly Propylene. That has the effect of slowing down
innovative technology, and it has the effect possibly, depending on one's point of view, of going too far in terms of
creating amonopoly and rewarding an inventor for too long aperiod of time. So I'm concerned about that aspect of the
current system and of your legislation.

REP. ROHRABACHER: If there are abuses in the system, if someone's abusing someone else'srights-- if free speech

is being abused in this country, the last thing we do is change the essence of |aws protecting freedom of speech. What
you do isyou look at the abuses of freedom of speech. What we have done here now isinstead taken a certain right,



which isacertain patent right that Americans have had for 134 years, and made it an uncertain right because it hasto go
through the bureaucracy and the processes and lawyers are involved etc. and some people have |ess and some people
have more depending on how they can --

REP. : It'suncertain right now, however, because if you're out to stretch out the process. Y ou don't know how long
you're doing to succeed in stretching it out.

REP. ROHRABACHER: If you were right now trying to stretch out the process, | am in favor of making the reforms

that are necessary to prevent that. But you do not have to change and alter and diminish the fundamental rights of 17
years of guaranteed protection to do that. There's been no attempt, no attempt at all. By the way, the inventors aren't the
only ones affected. If | could make one small short point. We're also talking about the investors. It takesalot of
money sometimes for people to develop these technologies. Thisinvestorsthat we have, have always known that they
have 17 years to reap their reward from the investment that they've made. Y ou're not only affecting the inventor when
you eliminate that certain term of 17 years, you're telling the investors you may or may not have 17 years or beyond;
and there's no amount of government subsidy for R and D that's going to make up for making the patent term uncertain.
REP. : But when somebody investsin one of these things the want one thing they want to know right away is how
quickly you're going to get that product to market because that'swhere they are going to get their reward. Sothat is
where they can identify how quickly they're going to get to market and how long a period of time after it gets to market
relative to when the patent isfiled that they will be ableto reap some reward.

L et me say another thing about Chairman Moorhead's bill that answers many of the concerns that you've addressed, that
actually exist in current law. And that isthat during this patent pending time thereis not full protection. You can get a
cease and desist order, for example, but you cannot under current law sue for royalties. The chairman saysthat after
that 18 month publication date, you will then be able to sue for royalties, giving you an added protection in this country,
elsawherein the world that you do not have under current law. | think --

REP. ROHRABACHER: Under the provisional patent right that are being offered that in the end the claim must be

based on a patent that isidentical, aclaim that isidentical to thefinal patent. Now, what we're talking about with patent
pending -- people goes through these changes. | don't think alot of people understand. When you file for a patent, you
go through many different changes and the patent office actually requires you at times to change your patent application
for them to passon it at that stage. These thingstake six, seven, eight, nine years at times because the patent office
itself istrying to do agood job; and they're trying to do their best job. Thisisn't even bureaucratic inertia. This might
be conscientious decision making on the part of the bureaucracy.

So if you end up with a change in your patent law or your patent from that time, and somebody else is using that
original information, but it's not identical to the one that'sissued, then you don't have that patent protection, as Mr.

M oorhead has suggested.

REP. : WEell, let me also suggest that patent pending has additional power toit. Y ou know that if you're looking at
going in and competing and that patent does issue afew months later or afew yearslater, then you're facing much more
serious consequences for having infringed the patent; but | think he does enhance that by giving that an additional
protection that allows you to sue --

REP. ROHRABACHER: If you have the money.

REP. : -- under your patent pending --

REP. ROHRABACHER: If you have the money to sue and to protect yourself, that's fine with domestic companies.

With foreign companies, it's almost inconsequential compared to the benefits that they're going to get by having the
total details of technological ideas that you have been developing.

REP. : Will the gentleman yield for just a minutes?

REP. : Sure, absolutely.

REP. : Just on that question, Dana, you suggested that your major problem with the 18 month publication is that that
would spread the information around the world. Companiesin other countries would pirate the technology and useit.
But in those other countries, the patent right extends from filing, and the first to file gets the right. So why couldn't the
U.S. inventor at that time or just prior to the time that he isrequired to publish in the U.S. at 18 months simply file his
patent application internationally and get guaranteed type of protectionin all of those countries?

REP. ROHRABACHER: I'm not sure how long that process would take. Again I'm not an expert on thefirst to file
option. | will look at it and ask advise from people who understand that. It might be avery expensive proposition to
filein another country, and maybe some inventor might not have that or -- so I'm just not certain of that answer.

REP. : Let'stake alook at that because | think we're going to here from the proponents of 18 month publication, that
that is the answer that simply filing around the world givesyou the guaranteed first right of intellectual first property
protection.

REP. ROHRABACHER: I'd haveto takealook at it. AgainI'm not-- | haven't studied that international law. REP. :

The gentleman makes agood point. The chairman's already pointed out that the vast majority of inventors do that right



now to assure -- and under the current set of circumstances, because they have to publish it in Japanese or whatever
other language, it then surfaces at 18 monthsin aforeign country. I'm not certain somebody who has alanguage
advantage --

REP. ROHRABACHER: How much doesit cost to file a patent in Japan, for example? I'm not sure what the costs are
that are entailed. If we basically are saying to our own American citizens that you have got to incur the extra expense of
tiling in other countries at the same time before you'll get the protection afforded you as an American, I'd have to see
how much it would cost; and also, | don't necessarily feel comfortable about basically insuring our own protection by
making sure someone hasfiled in foreign nations. We have 14 percent of all inventorstoday file their patentsin Japan.
There's has to be some reason for that.

REP. : | well exceeded my time, Mr. Chairman.

REP. MOORHEAD: The Gentleman from Ohio.

REP. HOKE: Thank you, Mr. Moorhead. | wanted -- actually the questions that | had really follow what the observation
of Mr. Boucher had and some of the earlier comments of Mr. Goodlatte. | think rather than ask aquestion, | just want
to make one observation to recap it; and that isthat | think what we'rereally -- the concern that you have regarding the
changein the patent law is avery narrow set of factual circumstances that go to the case of the individual inventor or
corporate inventor in the United States what chooses only to file his publication or patent application in the United
States because once -- if aperson, if anindividual inventor in the United States makes the decisionto file
internationally, then by law those applications outside of the United States will in almost every circumstance be
published and not only be published but be published, in fact, in the native language of the particular country.

REP. ROHRABACHER: That is correct.

REP. HOKE: And so | think it'simportant for usto remember as we think about this change and these two different
pieces of legislation that we're talking a about avery narrow --

REP. ROHRABACHER: It'saquestion if | could answer it.

REP. HOKE: That we're talking about a specific set of facts that go to the case of the American corporation or inventor
choosing only to file the patent application for protection in the United States and not to seek protection for their
invention abroad.

REP. ROHRABACHER: If | could answer that. There are only two other areas that have really what we're talking
about patent law that is applicable here. We're talking about Japan, and we're talking about Western Europe. By
changing -- by basically harmonizing our law with that of Japan, what we are doing then is eliminating the one safe
haven left for the creativeindividual. If onething that we prided ourselves on because we will be exactly like Japan and
the reason why, the reason why --

REP. HOKE: Reclaiming my time. | would really like to get to the rest of testimony. | suspect that they're going to
speak to that issue specifically. Thank you, Mr. Chairman.

REP. MOORHEAD: | want to thank the gentleman from California, Mr. Rorhabacher for histestimony. | ask
unanimous consent for the following letters to be a part of the record following Mr. Rorhabacher's testimony. A letter
dates July 24, 1995 from the White House Conference on Small Business. Signed by the nine chairman of the
Technology and Innovation Section indicated that the technology and innovation section of the conference was
overwhelmingly not supporting H.R. 359. Mr. Kurt Brenner , Editor of the New Y ork Times, and Secretary Brown and
Mr. Rorhabacher dated July 16, 1995 (inaudible) that the administration knew that thiswas a problem with H.R. 359.

| would also like to point out that these are major -- undoubtedly if they wanted protection overseas, they would file
both in European patent offices and Japan they both be published --

REP. ROHRABACHER: I'm uncertain of that.

REP. MOORHEAD: It would be. Asfar asthetimelimitisconcerned, | don't know why each one took so long, but |
do know that it was at no fault of their own. Thisisthe (inaudible) place under the new legislation they would end up
with 31l years. That'saten- year extension -- one year provided provisionally of the 20 years. So you got 31 years.
REP. ROHRABACHER: If the patent office is responsible, and if everything works asit should --

REP. MOORHEAD: | haveto check into it to find out why they take so many years.

REP. ROHRABACHER: Mr. Chairman, these are only three examples. There are many many others examples. You'll
hear witnesses later on tonight in this hearing who will describe many other inventions that took many -- much longer
than the three or four yearswe're being told it takes to issue a patent.

REP. MOORHEAD: There's one more question that someone wanted me to ask. On June 26 of thisyear on the House
floor the following changes of (inaudible). Inthelong run (inaudible) the facts are that it will be another four years
before we go patent (inaudible) issuing less than 17 years, and if that's the case, the subcommittee has 16 yearsto
correct such aproblem. Y ou have any facts or statistics or data of any kind to support your statement?



REP. ROHRABACHER: Because we're not just talking about royalties. We're also talking about money that is
dedicated and invested by people who are investing the research and development. Although, your challengeis correct
in the sense that it will not affect the inventor for another couple years directly, but it will affect people who are
inventing -- inventors of current technology. The process of devel oping new technology with R and D is already being
affected by this change. When you have people who are being asked to invest in the development of new technology,
they are no longer at this moment, they are not being given the same guarantees that they were given two years ago.
Two years ago they could say, well you would have aguaranteed 17 years to make your money back no matter how
long it takes to get through the process. Those investors now have atotally different proposal being given to them. So
it's already affecting investment in the United States and after about ayear or two we'll see that and be able to calculate
it.

REP. MOORHEAD: WEell, thank you very much, again. | appreciate, Dana, your coming. | want to say that | left this
part of the discussion wide open as far astime because | wanted you to have all the time you possibly needed.

REP. ROHRABACHER: Mr. Moorhead, | appreciate your - -

REP. MOORHEAD: -- thefirst panel basically supporting my bill. The people on the panel will be limited to five
minutes. Those supporting Mr. Rorhabacher's bill, they're going to get six minutes.

REP. ROHRABACHER: Mr. Chairman, | thank you very much. | appreciate the debate we've had over the last year. |
appreciate your job as chairman. It'sarough job. When you got passionate memberslike me, it's even more difficult.
Thank you, Mr. Chairman.

REP. MOORHEAD: Our first witness on the next panel will be James L. Fergason, an inventor and president and
founder of Optical Shields Incorporated located in Mineral Parks California. Mr. Fergason holds over 100 U.S. patents,
including liquid crystal display, the LCD that has licensed M oorheade than 40 domestic and international companies.
Over 5 million LCD units that produce watches, cal culators, and medical equipment to name afew products. Over 100
jobs are attributable, produced, sold (inaudible). It's apleasuretohave you here, Mr. Fergson.

MR. FERGSON: Thank you.

REP. MOORHEAD: Our next witnessis Professor Mark Lemley, from the University of the Texas School of Law
where he teaches intellectual property secure law. Heisthe author of two (inaudible) books and humerous articles on
the related subjects. (inaudible) importance to these hearings, Mr. Lemley authored an article which comparatively
evaluated the benefits of 17 year (inaudible). He received his bachelor degree from Stanford University and hislaw
degree from (inaudible) University of Californiaat Berkley.

Our next witnessis Richard Butler, an inventor and vice president of the patented technology at 11linois School Works.
Hiswork experience includes being an aerospace engineer at the (inaudible) for NASA, the patent examiner of the U.S.
Tax and Trademark Office and a patent attorney. Welcome, Mr. Butler.

Our next witnessis Mr. Bill Buttenger, who is also an inventor and the CEO and founder of Rodel Incorporated, a small
business in Delaware which manufactures products used by the teleconductor industry for manufacturing of integrative
systems. He owns more than 3 dozen patents. Heis afounding board member of the Delaware Innovation Fund and
(inaudible). Welcome, Mr. Buttenger

Our next witnessis Mr. Edward Stevens, the general counsel, secretary and vice president of Apple Computers,
Incorporated. He headsthe Apple legal practice. Mr. Stevensisinvolved in some of the most sound breaking
technology issues facing the computer industry today, including protection of intellectual property and licensing.
Welcome, Mr. Stevens.

Our next witnessis Mr. Roger L. Mae, who is assistant general counsel for intellectual property for Ford Motor
Company. (Inaudible). wasin private practice. He wasexaminer at the U.S. Patent and Trademark Office. Heisa
member of the Technology Committee of the Center of Public Resources of the Michigan patent law association.

Our last witness on the today's first panel is Mr. Steven H. Farmer, an inventor and CEO of Integrated Services
Incorporated (inaudible). He served as the del egate for the 1995 White House Conference on Small Businessand is
involved in several trade organizations. He's responsible for over seeing the developmental relations, business
transactions, general operations of 1SI. Welcome, Mr. Farmer.

We have your written statements. | ask unanimous consent to be made a permanent part of the record. | ask that each
of you summarize your statementsin five minutes or less. | ask that the subcommittee hold their questions until al of
the witnesses have finished their speech. Wewill begin with Mr. Fergson.

MR. FERGSON: Thank you. I'm pleased to talk today about -- I'm an (inaudible) inventor. | presently have 23 U.S.
pending applications. | have four patent cooperation treaty applicationswith U.S. designations. | have three European
patent convention applicationsin 27 other foreign filings.

| am here to speak about the importance of publication and term measure from the date of filing. | believe that both of
these are very important, particularly, the publication. Patentsare-- | regard asis social contract if which we are out
there to start new businesses and build new technology. | believe that with publication we are able to more accurately



assess the need for our investment and whether somebody is going to come out of the woodwork and disrupt our
investment. | think that 18 monthsis maybe alittle bit too long. Ideally, | would like to see a patent system where you
filed it in the morning, got the patent issued at noon and published at night.

| think that patents are --I have to go to Japan for information now and pay or translations. | pay for my own patents
and therefore it's very costly for me to do that. By knowing what's coming and knowing what's going to happen, | can
know how to spend my money, which patents to emphasize and also | have never observed publication as being a
problem. | regularly file PCP patents which are published in 18 months. I've been ripped off but it's never been rip off

in terms of the 18 month publication. Thank you very much.

REP. MOORHEAD: Thank you. Mr. Lemley.

MR. LEMLEY: Mr. Chairman, honorable members of the subcommittee, good morning. Representative Rorhabacher

has been rai sed significant concerns about the effect that the new 20 year term will have on patenteesin this country.
Last fall | commissioned a study which, asfar as| know, isthe only comprehensive detailed study of the actual effect of
the 20-year term on American patentees. The study was submitted to this committee in June and subcommittee for
publication. It will be published this month in the American Intellectual Property Law Association quarterly journal.

Y ou have a copy attached to my testimony.

I want to highlight briefly just five major findings of this study because | think they are important to this debate. First,
the average patent owner wins under the new 20-year term. They gain, rather than lose protection. Under the most
realistic set of assumptions, they gain an average of 426 days or 14 months of protection over the 17-year term. Even
under the most pessimistic assumptions, they gain 253 days or 8.5 months.

Second, it's not just the average patent owner who gains. The vast majority of patent ownerswin under the new law.
Under the most realistic set of assumptionsin my study, 87.1 percent of patent ownersin the United States gainterm
under the 20-year term. Even under the most pessimistic assumptions, 76.8 percent, over three quarters, gained time.
Thisisnot on balance hurting American inventors.

Third, only atiny percentage of patent ownersin this country risk significant losses. Losses of two or more years of
protection under the new term. Under the realistic assumptionsin my study, only 2.2 percent of patent owners would
lose two or more years of protection. Even under the most pessimistic assumptions, only 5.3 percent of all American
patent ownerswould lose 2 or more years. | might note there that even those numbers do not take into account the
various term extension provisions that have been enacted into the new law to protect against things like delay due to
interference, delay due to appeal and they do not take into account H.R. 1733 and the proposed additional provisional
protection that Chairman Moorhead has offered. In fact, therefore the numbers | would expect would be significantly
less, even in these small percentage of people who lose under the new law.

Fourth, nearly half of the patents that |ose a significant amount of protection, 48 percent of them. The cause of delay
was the applicant him or herself abandoning and refiling the application in the patent office three or more times during
the course of prosecution. These are not delays that are inherent in the patent process. These are not delaysthat are the
fault of the Patent and Trademark Office. These are delays that the patent owner or applicant can do something about.
Can shorten or reduce the total delay.

Finally, thereisno evidence that | have seen that suggests as Representative Rorhabacher did, that the most important
patents are the ones that take longer in the Patent and Trademark Office. It's not possible to study that question directly
because there's no measure any where of what the most important patents are. But | did study thelitigated patents. The
patents that people care enough about actually to take to court to enforce. What | discovered isthat there's no difference
between the litigated patents that are actually enforced. That are held valid by the courts, and those that are found to be
invalid. They take on average almost exactly the same amount of time. Indeed, some valid litigated patents that were

of sufficient importance to invest the money in enforcing against infringers issued fromthe patent officein aslittle as
eight months. So what little evidence we can find suggests that it is simply not true that all break through inventions or
all important patents spend a significant amount of time before the Patent and Trademark Office.

| think that this data suggests that the need or H.R. 359 is not nearly as great as has been suggested by some individuals.
| hope that's of useto the committee.

REP. MOORHEAD: Mr. Stead.

MR. STEAD: Thank you, Mr. Chairman and members of subcommittee. | am here on behalf of the Apple Computer. |
think you'll recognize the creator of technology and we're located in California, Cooper county California. 1'm aso here
on behalf of Informs Technology Industry Counsel which is head quartered here in Washington. 1T1 members represent
the leading providers of information technol ogy products and services worldwide revenues in excess of $300 billionin
1994 and more than 1 million employeesin the United States. Our members are consistently at the very top of the list

of all companiesreceiving U.S. patents.



In the information age, in which knowledge is the point of the realm, the U.S. information technology industry isthe
world leader. Thisis because we create the intellectual property that provides the added value that is most in demand.
From patent system, on the corner stones of protection of intellectual property.

We're here today to support H.R. 1733, your bill Mr. Chairman, and to express our obligation to H.R. 359. The

Moorhead bill improves the patent system by providing additional protection for inventors, including individual
inventors against delays in the patent office. The Moorhead bill isastep forward. Inanindustry in which advancesin
technology occur at every increasing speed, H.R. 359 would create significant uncertainties which would impede our
members ability to competein aglobal economy. H.R. 359 isabig step backward.

I'd like the deal with some of the issues that were raised earlier by the committee. One had to do with the
constitutionality of the current law. The Constitution provides that the Congress will decide how to protect an inventor.
The Constitution does not say you get 17 years or you get 20 years. That's up to the Congress. That's what we're here
to talk about today. | think that the 17 years--alot of emphasis has been put on the 17 years certainty versus 20 years of
uncertainty. To metheonly certainty isin the 20 year term. The 17-year term isthe uncertain term.

We had a specific example in Apple recently where an application was originally filed in 1965. The patent went

through five successive series of cancellations and refiling. A patent was ultimately issued in 1993. No one knew what
the patent was for that 35 years. We knew what the invention wasfor that 35 years. | I'm not sureif the inventor knew
what the invention was for that 35 years, but in any event when the patent finally issued, it was asserted against Apple
Computer. It was asserted against al of our computers which we had been producing, developing, designing, and
marketing for some period of time. The cost us substantial amount of money to defend against that claim.

That's the problem that we'd like to see dealt with in the 20- year term which will provide certainty. The 17-year termin
our judgment does not do that. In aglobal economy, | think | eat ridiculousto think that you can hide an invention.
(inaudible) We're dealing with a system, aglobal system which inventions are disclosed after 18 months. Let's get them
out there. Let's get to work and start producing.

Recording the delay issue, | think where delaysis caused by the patent office the Gat provisionsin the Moorhead bill
would allow for extension. If inventors knew they were operating under a new system, they may well have acted to
speed up the processing of their claim, rather than to delay it. | think in aglobal economy, we need to be set up. Delay
isnot going to help us. | think the number ask something like 45 percent of the patents that are granted today in the
United States are foreign applications. So to think that we're protecting anyoneis beyond my imagination.

Regarding small inventors that were supposedly try tog protect, small inventor in the case | cited happensto livein
Nevada where me doesn't pay any taxes, and he spends alot of time skiing. Hislawyer, who, | guess he can afford, is
among the highest paid lawyersin the country. So, | don't think money's an object here. | think we're dealing with a
real abuse of the system under the old system, and | don't see how anything other than a Moorhead bill would deal with
the abuse in the system. | have seen no effort, in spite of efforts or our part, to try and make any accommodations to
deal with this abuse in the system.

| think the Moorhead bill doesit, and | think we ought to get on with hit. Asfar asthe thischart that was put up, | think
anumber of the examples that were on the chart were deliberate delays on the part of the inventors and deliberate delays
shouldn't be compensated. Where there's been delays by interference procedures, that's taken care of in the current
legislation. Few situations may have been caused by the patent office where the patent office caused delays. Those can
be directly dealt with under the Moorhead bill. So | don't see the problem here.

I think in your opening comments, Mr. Chairman, you dealt with the improvement that you bill put forth on Gat, and |
don't see any need to go into that. Just to kind of nit it out, | think that the -- I think it's important that we have some
certainty in this system. | think we have with the new Gat legislation. | think we have more certainty than we had
before. | think that the improvement offered by the Moorhead bill provide additional certainty and accommodation
whereit'sneeded. | would urge the committee to support the Moorhead bill. REP. MOORHEAD: Thank you. Very
unfortunately, we have avote on the floor. Therule on this Partial (inaudible) Abortion Act. I'll get back to asfast as|
can. | hopethat many of our panelistswill opt to come back as soon as they can, and we'll get started again. Thank you.

REP. MOORHEAD : The meeting will cometo order again. There's so many things going on, and this debate on the
Floor hasalot of interest. Our ranking member isvery much involved in that, or we would have more people here

today. But you can see through some of the questions that were asked and everything, that there'salot of interest for the
members of the subcommittee. And I'm surethat all of the testimony isin written form, and they're all pretty well
acquainted with what the issues are.

MR. : Mr. Chairman, | am afounder and a CEO of asmall businessin Portland, Oregon, where a software manufacturer
that was established in 1988. In 1993 we were able to place 25th on the INC 500 list of fastest growing privately held
companies. We have been privileged to obtain aleadership position and a niche market. And we have as major
customers Texaco, Pennzail, Jiffy Lube, (Avco ?), Shell of Canada, Castro and others. And while our business growth



and software manufacturing capabilities drive me to have akeen interest in the intellectual property areaand the
protection afforded us, | also sit here having been a delegate to the 1995 White House Conference of small businesses.
| believe that conference delegates came away with both a clear understanding and consensus of the fact that we are
now part of aglobal economy. Thisworld economy doesn't just impact small businessit provides opportunities for
small business. | believe the United Statesright now is at a crossroads. We can either choose to live and act aswe
always have or recognize we're in this global economy and seize the opportunities being presented to us.

HR 359 has been introduced specifically to override and refill some gap provisions. Whilel believeitsintentions are
well-founded, | would urge you to consider whether the old protections that used to be effective will continue to be as
effective in the changing environment. Onthe other hand, | believe 1733 addresses the concerns about the term life of
patents by providing for extensions whenever adelay takes place in the process.

We are asmall business in a software industry. While patents are atool we use, the software industry also relies heavily
on the other forms intellectual property protection. If 359 were passed into law, some of usin the software industry are
concerned it would signal aretreat on the part of the United States. It would signal that the US believes we are not
subject to some of the international accords which have been agreed to by many other jurisdictions. | am afraid 359
would perpetuate a methodology that is no longer in the best interest for the United Statesto pursue. Let me giveyou
an example of how | fear 359's adoption might impact our company in Oregon. I'll use trademark issues by way of
analogy. (Inaudible) -- hasinstallationsin every state of the US, every province of Canada, Costa Rica, Mexico, soon
Australia, South America, and Europe. Today when (Inaudible) -- files for trademark protection in the United States, it
receives no reciprocal benefit from many of the participating countries which were part of (Inaudible) -- Round
Aqgreement.

But if Madrid protocol currently under consideration is signed, then I SI would have that reciprocal protection with all of
those participating countries. Thiswill be avery valuable tool for asmall company such asours. We cannot afford to
prosecute trademark applicationsin every country, we're just too small.

The same would be true with patents. If 359 became law, my company would face the same burden. Inthe

international marketplace we need certainty. In the patent process, and | believe we defined certainty differently than
congress Rohrabacher did earlier. Today with increasing use of the Internet, our world has become as small asalocal
telephone call.

Our business relies on technological improvements and advancementsin order to remain competitivein thisworld
economy, and certainly we will use the Internet to compete in this global economy. At the White House Conference we
thoroughly discussed how to protect intellectual property rights of US businesses. Therewasinitial discussion by some
who argued we should adopt the stand similar to HR 359, but in the end the group felt that 359 was a step backward and
contrary to the role the conference wanted the United Statesto play. Therefore the technology section specifically
omitted any reference that would tie usto a position similar to 359.

I have fought the conference del egates for taking an aggressive and forward thinking role. | sit here as one of them
urging you to do likewise when considering the provisions of these bills. Asalawyer | have an additional concern if
359 were to become law. Because the debate has become so public, lawyers who are properly representing clientsin the
patent process will now urge them to work to delay aslong as possible.

| believethisislegally proper and even ethically mandated, but | don't believe this fosters competitivenessin this global
environment. Rather, it encourages just the opposite, monopolistic tendencies. Historically American businesses have
thrived under afree market economy. The United States should do all it can to enhance this historical strength of small
business by encouraging competitivenessin aglobal economy on alevel playing field. 359 ignores this point of view,
and | believe ultimately it would damage the US small business as wetry to lead the world in innovation and aggressive
adoption of technological breakthroughs. We support our effortsto lead. We will succeed morereadily if you leave us
free from the old burdens which were not designed for the new global economic landscape. Our major trading partners
have been able to agree among themselves that a 20 year term measured from the time of filing is materially acceptable
inthe world today.

Y es, that is different from the 17 year patent term from date of issue that the US has lived with. But it will work fine

and allow us to meet and compete on alevel global playing field. Therefore, | stand before this morning in support of
1733, and thank you, Mr. Chairman, for giving me the opportunity to testify this morning.

REP. MOORHEAD : Mr. Rines(?).

MR. RINES (?) : Thank you, Mr. Chairman. |I'm here today representing Ford Motor Company, and I'd like to express
Ford's support for HR 1733 and our concern regarding problems raised by HR 359. Ford isatechnology driven
company with more than 17 thousand scientists and engineersin the US alone. Our successis based to avery great
extent on our ability to design, engineer, and build new or improved products based on new technologies which are
responsive to our customer's demands.



Our ability to do thiswill be enhanced clearly by a stable predictable patent system. To argue that 1733 built upon the
stability and predictability provided by the recent patent term changes while HR 359 just as surely destroysthis
predictability and stability. We particularly favor the 18 month publication and provisional rightsin 1733.

Clearly scientific advancement which isa primary purpose for the patent system is promoted by publication of patent
applications at 18 months, because scientists and engineers are then given the opportunity to study technology and to
move quickly to assess the state of the art. Thiswill reduce wasteful duplication of research and development funds. It
also encourages improvements at amuch more rapid pace. And early publication reduces the cost of patent litigation
because it's possibl e to study these patents, identify problems, possibly avoid litigation by licensing or making design
changes which themselves could result in improvements, a purpose of the patent system.

Finally and perhaps most importantly, | think this provision levels the playing field. It will provide American
innovators the opportunity to view the inventionsin English in their own country, just as the Japanese and others have
been able to our inventions. And | might point out that under this law the inventions which come from overseas, for
example, from Japan or Europe, would be published six months after they arrived in the United States. It's significant
because 45 percent of the patentsissued in this areissuing to foreign inventors.

Ford is uneguivocally opposed to HR 359 and any other legislation that might come along to roll the US patent system
back to one with aterm being measured from the date the patent is granted. We believe thiswould create an unstable
and unpredictable termination of patent rights arising from a single application similar to what existed prior to June 8,
1995. This poses significant business risk to technology and capital intensive companies because there's no way at any
time to predict whether patent infringement allegations will be made against newly devel oped products and processes.
The publicinterest is served only if certainty and predictability are features of the patent system. The patent term
measured from the date the patent is granted will afford attorneys and applicants alike an opportunity to manipulate the
system. Thishasgoneoninthe past. These manipulations have led to the issuance of multiple patents covering
variations on atheme on the same invention or exaggerated delays in the ultimate issue of asingle patent.

These types of patents have been kind of grouped together as submarine patents and there's alittle bit of confusion. It
was mentioned earlier that the inventors are incentivized under the 359. Certainly to get their patents out as soon as
possible and that they shouldn't want to delay.

Well, the fact is that many people get many patents out from asingle application. They just keep chaining them along
and keep them pending so that they can continue to craft claims as they seefit to cover technol ogies that have been
developed by others.

So we've seen situations, and, in fact, Ford has been victimized in litigation in this area where applicants-- an applicant
has chained patent applications together, issued multiple patents and continued to craft new claims and contend that
technology developed by otherswasreally theirs and accordingly is seeking tribute.

Thisinfringement expense is becoming the vein of American industry, and patent infringement defense billsinexcess
of amillion dollars are quite commonplace. Patent term, we believe, has to be measured from the date of filing to avoid
the kinds of abuse that were permitted under the old law and to which the Rohrabacher bill intends to return.

It is--itisclear that the patent system should not tolerate an applicant failing to claim hisinvention within areasonable
period of time. The constitution was referenced earlier, and it's clear that Article 1, Section 8 refers to the fact that a
patentee should get protection for alimited period of time, not forever, not for 40 or 60 years.

The public has aright to know what the applicant considersto be his or her invention. Otherwise anyone trying to do
business will beleft to either litigate or cave in when threatened by patentsissued years after the commercial
development of the technology. And so we favor 1733 because we think it represents aforward step in the development
of US-- the US patent system and isaintegral part of theinternational community and | think thisis very important
while maintaining that stability of predictability needed by American enterprise of every stripe. Thank you.

REP. MOORHEAD : Thank you very much. I'mterribly sorry this-- we're in about the last six minutes of the vote and

| have to leaveto get over for a-- | will try to makeit back if | can.

(Recess)

REP. MOORHEAD : | wanted to get back to you both. We're looking forward to hearing you (Inaudible) --

MR. : Thank you, Mr. Chairman. I'm here representing the National Association of Manufacturers and through my
company, owned by (Inaudible) -- I'm trying to give a perspective on how thisissue relates to the NAM and to our
company. We refer to our company as I TW, not to be confused with ITT or IBM or any other initial company.

We areavery low visibility diversified manufacturer on many parts and components for a huge variety of markets and
industry. We operate through 280 different businesses and 28 different cities. We serve automotive industry,
construction, electro-mechanical electronics, food and beverage through products that range from art wielding to plastic
and medal fasteners, six pack holders, industrial packaging, glue for household and industrial uses, and avariety of
others.



What is germane to this hearing today isthat all of our products either are or have been protected by patent. We are an
active user of the patent system in a positive manner, and we feel that ultimately the legislation 359 would harm our
company and companies like it, and 1733 isthe appropriate measure.

Today ITW holds over 15 hundred US patent files, an average of a 150 US patent applications annually. It'sinteresting
to note that | would estimate that our average pendency from filing to issueis 24 months. Each of our individual 280
businesses have engineers and technicians who work very closely with customersto solve their problems. These
individual units and their inventors are our most prolific inventors and patent applicants. These are the people who
create products who create businesses. In fact, most many of our business units were spun out of a previous business
unit as aresult of anew product that has patent section. We build businesses around businesses and products.

L et me give you an example of asuccess story of one of our small businesses and an example of how it could not have
been a success story if someone chose to manipulate the system in a manner promoted or proposed by 359. One of our
operations makes capacitors. It'saasmall element necessary in all electric circuits, probably no bigger than athumb
nail. ITW (Pectron ?) in Lynchburg, Virginia, wasamajor producer of capacitors. However, during the mid 70sthe

US capacitor business was dying. It was becoming very inefficient, no new products and falling prey to the cost
advantages of Ford competition.

We were on the verge of either selling or closing that business. However, one of our more creative individualsin 1981
tried to save the business by an invention that improved the process of making capacitors. It turned out to be not only a
cost saving for (Pectron ?), but a capacitor that gave industries a capacity to make components and to build circuits not
knowing (Inaudible) --

We were willing to promote this and to invest in this technology because of our knowledge that -- that the patent system
would protect us, that we had done our research, that no one had invented it before us, and that we were not infringing
on others' patent. Therefore, we were aware of the huge investmentsin anew product development and were willing to
take that risk.

We carefully searched both the US and the foreign patent offices and found nothing that we felt would prevent us from
doing this, and we continued to have those searches during the early days of the development. Our first patent
application issued in about 36 months. We think this-- this seemingly insignificant development isin many ways a
break through invention.

We continueto invest in this technology and filed 12 or more patent applicationson it. (Pectron ?) is now making
money. New technology is now recognized by several industries as a major improvement, and more interestingly, to
thisagendaisthat suppliersto us have created new product that serve our new technology. Likewise, our capacitor
permits usersto create new products. Thisisthe way the system works when used in avalue added manner.

The product development is not easy. There'salot of downfall, and it's very expensive. Product development to
commercialization of aproduct now, which is our objective, isforced to be very rapid. And in our company and
companies like our company require certainty asto preexisting facts and certainty asto prior art. We aren't arrogant
enough to think that our solution at that timeisthe only solution. There are other waysto do things. We prefer to have
asolution that is proprietary so that when weinvest in this material is protected by the patent system.

Let'slook at this process and see what might have happened if - if -- if 359 werein existence or if the patent laws prior
to GATT werein existence. We would have spent perhaps ten years agonizing and spending a lot of money trying to
convince the world that our capacitor and our process was sufficient. It's not easy to convince people of new things.
We were successful after about five or six years. However, if the process as proposed and promoted and suggested by
359 werein existence, it is possible that somebody who legitimately invented something similar to ours before we
invented it and before we commercialized it could have issued a patent with claim that may cover our process and
procedure.

It isthose claims that would stop us and would put us at a severe disadvantage. It would put our operation at Lynchburg
at asevere disadvantage. We would be held hostage after we spent time, money, and development costs. And the
system would have failed us.

We think that the provision of the 1733 gives back the issue of the progress of science as recited in the constitution, give
adefiniteterm. We think also that -- that in many respects, the way we operate and the way we do business, our
inventors are the creative energy for our economy.

We are involved with the real people, real communities, and real businesses. The way we do businessin asmall
entrepreneurial style of operation, we rely upon our wits, we rely upon new product development, and rely upon the
patent system to protect usin these global fast moving product development areas.

Thank you very much, Mr. Chairman. REP. MOORHEAD : Mr. Buckman?

MR. BUCKMAN : Thank you, Mr. Chairman, I'm delighted to be here. | come not only on behalf of my company,
whichisasmall company, | come as an independent inventor, which | am, and also as atechnology chair for the White



House conference on small business. The-- what I'd liketo do if | may, is depart from my written testimony. That,
basically, states the position of the technology delegates for the White House conference on small business. And
instead I'd like to talk about a coupl e issues that were raised here today.

First of all, we do not agree with Congressman Rohrabacher dismal prognosis for the future of America. If we continue
with the reforms that were put in place with the act. Quite the contrary, we think that's good for Amnrerica and good for
small inventors, and I'd like to explain alittle bit about why.

First of al, in regard to publishing applications, at first glance it would seem absol utely crazy to publish applications
and allow everybody else in the world to read what we're going to be patenting, but the simple -- and that assumes that
American applications are all secret now. And that simply isnot true. The fact isthat 45 percent of American patens
are issued to foreign companies. They areforeign, they are American counterparts of foreign patens. So they are all --
that 45 percent is already public (Inaudible) -- Another 30 percent of American patens brings the total to 75, is-- are
issued to multinational corporations, and they're very few multinational corporations who file patens only in the United
States.

So we can safely say that probably almost all of that 30 percent (Inaudible) -- in addition, companies like mine, who
count in the small business category, wefile all our patens abroad. So something more than 75 percent of American
patent applications are already being published abroad. The differenceisthat information isavailableto our foreign
competitors, and it's not available to us unless we have the money to go abroad and search and translate. A nd that small
business doesn't have. And so from that standpoint, the standpoint of publication, and knowing what's downstream
1733 isextremely important and beneficial to small companies and some inventors.

There's nothing more heart breaking than to see asmall inventor sink hislife saving into atechnology or small company
only to find out that someone else has a patent, and it got there first. When the patens are -- when the applications are
published at 18 months it will solvethat problem. Wein Americawill then have the same advantage that our foreign
competitors now have about American patent applications. And that's the point we would like to make there. The vast
majority of American patent applications are not secret, they are already published usually in aforeign language.

The second thing I'd like to talk about is that the issue of term. The word uncertainty has come up alot. Welike 1733
because it provides certainty, it provides that we will have 18 1/2 yearsto collect royalties. No matter how long it takes
the patent to issue. Now 1733 also continues with thereformin GATT in that the patens will expire 20 years after filing
date. That's critically important to us.

When a patent continues on after filing date -- I'm sorry, when a patent in the United States continues on longer than its
counterparts in foreign countries, most patens around the world expirein 20 years, when patensin the US continue
longer than that, it freezes technology in the United States. The whole point of a patent isto allow the patent to exclude
competition. When you exclude competition, when you freeze technology only in the United States, it means the rest of
theworld isfreeto advance and we're stuck. It means our factories can't buy the instrumentation that our Japanese
competitors can buy because the patens are still valid in the United States.

I've heard some stuff today about, gee, they're not allowed to submarine patens, and we shouldn't have to worry about
that. Thefact isthat before the law changed on June 8, two years before the law changed on June 8, foreign companies
received three hundred patens, and | have them here and their available, received 300 patens that are important. All of
those patens appear to have been deliberately delayed in the examination process. They will all expirein the United
States 5- to 25 years after they expire in their home countries, which means these patens, these 300 patens which are
important will freeze American technology only in America.

They'll befreeto advancein all of our competitive countries. That's something that wein asmall business community
really don't want to see. We want to see all patens expire at about the same time. In other words, the level of playing
field.

And finaly, | heard -- | wrote down a quote, "Inventors struggle diligently to get their patensissued as quickly as
possible." I'd like to comment on that as an inventor, | would throw myself on the sword here, | am a submarine
inventor. But simple fact is-- is before the law changed, | worked hard to delay my patent. | filed all the responses at
the last possible moment, and when it was possible to make something alittle less clear than it might have needed to be
| did that. And the reason is because patent pending really did matter, it really does make a huge difference. Andthe
period of protection begins when we file that application, and we can stand patent pending. | got -- licensed my first
patens before they were patens, while they were still applications. | licensed them to alarge cooperation, WR (Grace ?).
They paid made me up front money and royalties on applications.

So from our standpoint, the application is as valuabl e as the patent until the time that you actually have to sue somebody
for infringement. And as Congressman Rohrabacher pointed out, that takes an awful lot of money, and that's pretty
tough for small businessesto do anyway. So for us, that patent application isavery important thing, and that's when
our protection starts.



We -- the longer we can delay that under the old law, the better it isfor us, the longer our monopoly. My royalties at
(Grace ?) ended, and they just ended a couple of years ago, 22 years after they started because | was able to delay my
patent. We have, in my company, we have a break through technology going on right now that will dramatically effect
semiconductor production. At least we hope so. 1t will make semiconductor production cheaper so the companies who
don't use our technology will be at a competitive disadvantage. And I'm aware there are good customersin this room,
and it'skind of adangerous thing to say.

If HR 359 passes, frankly, we're alittle bit ambivalent because we have filed that patent application as one big
application. If 359 passes, we will be able to string out the many inventions that are going to be pulled out of that
application for years and maybe decades, in fact we're alot smarter about it now that we used to be so we ought to be
abletodoit for alot longer. And we can control that aspect of semiconductor manufacturer for alot longer than 20
years. That'stremendously good for me. It's good for my company at least in aselfish way. It's not good for America,
and we don't think it's good for small businessin general.

So that's our direct experience. Frankly, we deeply believe that 1733 is an excellent step in the right direction. Givesus
18 1/2 years of what amounts to guaranteed protection, and that should be enough. Thank you.

REP. MOORHEAD : Y ou know, | had a couple questionsalong thisline | wanted to ask. In 1733 would anyonethat is
concerned they aren't going to get their patent, and they know usually by 18 months, thisisareal problem. They can
withdraw and | have no publication. And | think that those that are concerned about that publication that can answer all
patents are published when their issued.

If you were worried about (Inaudible) -- once you get the patent anyway they're going to have the formula, you've got to
have the tool to enforce the formula. That's what we get with working with the patent people in other countries. Some
of the enforcement agencies to make sure that our patent are protected in that country. | know some of the (Inaudible) --
countries don't do avery good job, but we're at least moving forward in that area. We need that enforcement for our
peoplein our path. The second thing is, thereis publication and someone violates your patent comes back and collects
under 1733.

So there's protections that are built to protect you for that very purpose. So that protection of archives, not only in the
United States but around the world no area, they were selling millions of copies of the Lion King all over Chinaand all
over Asiabefore it wasreleased in the United States made every effort to get greater cooperation with Chinese
Government and | noticed we've have been (Inaudible) -- lately that (Inaudible) -- making some progress. But that's
what we need if we're going to really be aworld power, and continue to be the |eader.

If we want to enforce innovation in our people and come up with we have to have an appointment. So | had just had to
make that comment along with what you said. There has been some confusion as to where the White House conference
stands on these bills and as an active delegate investor would you explain the position of the conference to (Inaudible) --
MR. : Thank you. Thereisconfusion onthat. First of al, the conference -- the White House conference was a big thing
and beforeit (Inaudible) -- went on for ayear and a half and then the final convention was in Washington. When we
came to Washington, we had all been given 460 some resol utions, which we diligently read and studied and we're going
to decide in Washington which onesto vote on. We pretty much made up our minds on theway in. At the convention
resolution 115 had some words added to it which supported areturn to the 17 year term and asked the applications not
be published.

| voted for 150 even though I'm very opposed to those provisions because | didn't know those provisions were in there,
and | think that'strue for alot of the delegates. The only place where thiswas discussed at the White House Conference
was in the technology and information section. And there as Steve Barram said, we got pretty thoroughly discussed,
and a number of people brought up the issue of HR 359, in particular, and it was overwhelming -- we overwhelmingly
voted not to support HR 359. So, if | may, if you want to technically, yes, that's resolution 115 hangs out there. If you
really want to know the (inaudible) -- of the delegates, it would be better to talk to-- and | think the del egates the chairs
of that delegation have made a coupl e trips to Washington to express to members of congress that that resolution 115
does not capture, in fact, contradicts what their sense was.

REP. : (Inaudible) -- still motion support for HR 359.

MR. : Well, | think there's-- | think there's a couple reasons. There's some people, like mein away, who would like to
their patent go on forever, the ability to have a patent for along time. | think, however, an awful lot of it comesfrom

the misinformation that is out there.

If I may, thisis amagazine, Inventor's Digest which is highly respected and highly regarded in the small inventors
community. Itisreally the voice of the small inventor, and I'll just read you a couple things that are printed. It says, for
example, huge foreign corporations will pocket tens of billions of dollars they would have paid to Americans. Inventors
read that and they believe what they read in thistheir magazine. That's frightening.



If | believethat, I'd have worries. It also says that the patent office -- patent office and others continue their assault on
the two hundred year old system the Japanese may as well take our constitution and hang it in atrophy casein Tokyo.
The America-- alliance for American innovation has put out aletter to small inventors. My company has had two
phone calls from people representing themselves as a -- representing American -- or the alliance for American
innovation. And the staff -- my staff people took the call and said we got to support 359 thisis aterrible thing that is
about to happen to us. Because what they heard would have made anybody want to support 359.

One of the thingsthat'sin aletter that they put out isthat it obviously -- the American alliance says since it takes the
PTO on average of eight to nine yearsto process and grant a patent, it isimperative that break through patent have a
useful life of 17 yearsnot 11 or 12 years, as would be the case if the patent term begins the date of filing. If that were
true, | might have avery different point of the view about thislegislation. And | think that an awful lot of the small
inventor community really has heard only that side of the issue.

REP. MOORHOUSE : Thank you. Weweretold earlier in earlier testimony that suddenly that issue being used to
cover those that simply want aweaker patent system. That they would spend big money, multinational corporations,
more than they do the creative end of it. Would you comment on that?

MR. : Well, Mr. Chairman, the excited apples experience during my testimony, our experience has been that the longer
individual inventors can keep patent secrets, the longer someone el se can devel op atechnology and implement the
technology. And he can spring that -- he or she can spring that invention on them after having made successive changes
to their original application so that it reads closer to atechnology that is actually being implemented than it might have
originaly. Andthen you'rein asituation where you got to defend -- pay alot of money to defend and often timesit's
cheaper to settle than it isto defend because of the expense of defending. It needs--

MR. : You'rein asituation where you've got to defend, and pay alot of money to defend, and oftentimes it's cheaper to
settlethan it isto defend because of the expense of defending. These so-called small inventors operate with
contingency lawyers, contingency fee lawyers, and they're often the ones that help them gain the system if you will. So
it'savery definite abuse, and an unacceptable way for usto expect usto do businessin a globally- competitive era.
REP. MOORHEAD: Mr. May, what is the issue of the pending litigation between Ford Motor Company and the

inventor to (inaudible).

MR. MAY: Mr. Representative, in two words theissueis undue delay, but let me expand on that alittle bit. Mr.
Lemmelson, | think it's quite widely known, sued Ford Motor Company and we've been in litigation since 1992.

He filed a patent application in 1954, then proceeded over the following yearsto file anumber of continuing
applications, and in the process issued a number of patents all stemming from that first 1954 application claiming
priority to overcome prior art of others.

In 1963 he issued hisfirst patent; In 1969 he issued another one. They expired in 1980 and 1986, respectively. Hethen
continued to file the continuation application. He was issued many many patents. One of which | havein mind right
now issued in 1994, forty years after the original application wasfiled will expirein the year 2011; 57 years after the
application was filed and 31 years after the first patent granted to him on that application expired.

A particular interest is his contention -- and by the way, everyone, including the US Congress, the local Awl-Mart store
and the US Patent and Trademark Office infringe his bar code reading patches, or what he contends are bar code reading
patches. Ford, like alot of industries, in the early '80s relied on technology, which | would call bookshelf technology,
purchased from companiesit had spent millions and millions of dollars devel oping such as simple technologies. Simple
technol ogies developed bar code readers. We use those in our manufacturing operations. We put that in place.

Mr. Lemmelson read about it, has alot of articles about it, and in 1989, thirty five years after he filed his patent
application, he for the first time decided that he had invented bar code reading. After it wasin place everywhere, and he
filed claims. Then hefiled somein'90,'91, and '92. These patents are being asserted against Ford.

And what happensisif he's successful in thisthere's atax against every American based on an invention which was
really made and devel oped by someone else. But for which patents are granted because it's so difficult to ferret out the
kinds of abusesthat we're talking about here.

Fortunately, in June of thisyear, the magistrate judge handling this litigation recommended to the district court judge
that these patents be held unenforceable for undue delay in prosecution, and we're now awaiting aruling by thejudgein
LasVegas.

REP. MOORHEAD: Mr. Linley, what prompted you to undertake your (inaudible) study of the 20 year filing for patent
term. Were you influenced by any outside groups, or was that just an independent study.

MR. LEMLEY: Mr. Representative, the study is an independent study. | suppose you might say that | was prompted in
part by adesire for tenure at the University of Texas. But | don't believe the University of Texas has any direct, or
indirect, interest in the outcome of this study.



One of the things that | noticed when | waslooking at thisinformation at the time that the GATT bill was pending
before Congress was the (inaudibl€) of real data one way or the other on what the new term would actually do. The
only sources of datathat | could find were the data provided by the patent and trademark office, which were defective
because they measured only current application time.

They didn't measure the entire length of time of patents spent before the patent office including continuation
applications, divisional, etc. And the patent office said there were 18 months on average between the time you filed an
application and the time the patent issues.

Then there was aclaim made by aNew York law firm that | believe REP. Rohrabacher has alluded to in his article that
the average length of time that it takes a patent to get through the patent officeis 6.6 years, and that was based on 30
patents that this law firm allegedly picked at random out of the official gazette.

There's abig difference between 18 months and 6.6 years, and it occurred to me that somebody ought to figure out what
thereal answer was. So | did a study which | think overcomes the flaws that may exist with the PTO data, it measures
the entire length time that a patent spends before the patent office.

From thefirst day, the first applicationisfiled, to the day that it issues because that's the length of time that's relevant
under the 20 year term. And, what | discovered isthat while the average term -- average time that something spends
before the patent office is greater than 18 months, it's an awful lot less than 6.6 years; it's around 24, 25 months.

REP. MOORHEAD: According to your study, an overwhelming majority of patents-- patent applicants will receive a
significant amount of traditional patent terms under the 20 year (inaudible). You testified that it will reduce the
intentional delay and unintentional delay. Do you believe that such changes make the US impact the envy of the rest of
the world?

MR. LINLEY: | do-- | wanted to note onething. REP. Rohrabacher said that the reason that the United States has such
atechnological edge over the rest of the world is because we've had this strong patent system, and in particular because
we've had a17 year minimum term of protection. And | just don't think that that's accurate.

| think the reason that the United States has atechnological edge over the rest of the world is because of our inventors,
because of our people, our research universities, our corporations, and what it is that these people do.

Obviously, we need a patent system in order to encourage innovation, in order to pay for research and development
costs, but there's simply no indication that we've got to have a17 year term or al of the inventiveness that has always
characterized Americawill suddenly dry up and wither away.

REP. MOORHEAD: | have a couple of questionsthat I'd like brief comments from each member of the panel. In

earlier testimony we were told that 18 month publication is like hanging a huge neon sign out in front of the patent
office which displays "steal our technology." Isthat avalid criticism of the 18 month publication?

MR. : Absolutely not. | have never heard of anything that really gets sold by keeping it asecret. And thereal purpose
of -- most of uswhen we do inventionsisto sell something. Tom Peters, a noted author, has said that the best way to
get your ideas accepted is get out and talk to people about them.

So, | think secrecy ishighly overrated, at least in my experience with building companies. | think one of things| rely

on isrecognizing the fact that | haveto run, not walk, to develop companies, or to develop anew product, or whatever.

| think that -- actually resent that kind of implication that I'm going to be some way emasculated by having to publish
my patents, which | always have in the past, the important ones, at least, | filed on aforeign venue. So, | just don't
believe that I'm going to be apt to suffer for that.

MR. LINLEY: It seems arather astonishing suggestion to methat if you want to start anew business, to invest in
research and devel opment, that the thing that you're going to do islook to applications that have been published and that
you would expect within the next year to issue as a patent.

This seemsto me precisely the sort of thing you would not want to do. If | am going to invest my money in acompany,
I'm going to invest my money in acompany that hasits own technology, or at the least that can use public domain
technology.

This patent publication is asignal to the world that somebody has a claim on thisinvention, and if anything, | would
expect that it would cause imitators to shy away from using those inventions.

MR. : Mr. Representative? It seemsto me that the purpose of an invention isto build something, and the faster the
better in aglobal economy. And if you want to keep it secret, you can't build it. So | don't know what purpose secrecy
servesat all.

MR. : Mr. Representative, you yourself pointed out that when a patent issues, of course, it's published. We should read
the -- the 18 month publication always in conjunction with the provisional rights, | believe, too. Thefact isthat by
publishing at 18 months or whatever period of time amountsif there's a special request, the applicant from that day onis
protected and when they obtain their dominant patent they not only could shut down the competitor who might be



moving in to try to take market as has been suggested with injunctiverelief. But there also-- they can also sue for
damages and receive areasonable royalty back to the date of publication.

REP. MOORHEAD: (INAUDIBLE) that we've heard so much talk about that (inaudible) once you get the patent, which
would be afew months later probably, they can still get it because its been published and if you can't force your patent
intheir country, you're not going to have any.

MR. : That's correct. That'swhy harmonization isan overriding important element.

MR. : It might actually work the other way around. An awful lot of invention occurs because of the stimulusin
technology and so you find even looking back at Edison and Bell, they spent alot of their time in court with other
people who were claiming to have invented the same thing at about the sametime. So inventionstend to comein
clusterslikethat. And right now if the patent application is secret, other inventors who have separately invented the
technology might invest agreat deal of money and become committed competitors by the time the patent comes out. So
then they have got to fight in order to stay alive.

With publication there is the possibility that that potentially committed competitor learns that he's going to have, or that
his technology has already got aclaim on it, and he goes and does something elseinstead. So it may actually do just the
opposite of what Congressman Rohrabacher suggests.

MR. : Mr. Representative, there's also one other point that Congressman Rohrabacher brought up this morning with
respect to investors. Given-- another take on that viewpoint maybe is abetter way to phrase that, investors with venture
capital funds are also looking for certainty. Herefersto certainty asthe 17 year term. However, | think another way of
looking at it would be from an investor's point of view is an 18 month window isamuch narrower term of certainty at
which their investment may be at risk, and it may now be very able to say that it's amuch less degree of risk for a short
period of time aswell.

REP. MOORHEAD: The other question | had is are the bilateral agreements made with Japan to change their patents
and the certain changes in our patents worthwhile. Would the three of you want to answer that yes?

MR. : I've been dealing with Japan and their patent system for over 20 years now, and | can tell you that the Japanese
patent system hasimproved an enormous amount. It still hasawaysto go, but | at one time before publication you
could be caught up in the Japanese patent office for 19 or 20 years before, and the patent would not issue until the term
of the patent was done.

With their publication and with some of the changes they have made in terms of their -- they also have a practice which
one claim and the claim was read if you had dependent claims, claims were read to limit the scope of the independent
claim. That changed alot of that.

Now you can get independent claims; you can do a number of things. There are other people in the room that can
probably answer that question on atechnical basis better than [, but | can say from my direct experience that those
agreements are helping us an enormous amount.

That we are getting many things from the Japanese that we need. Thereisawaysto go, and it will be agreat day when
we can file apatent between the two of usthat can befiled in our language in Japan and actually be accepted. So, |
would say that those agreements are very important. MR. : Mr. Representative, as acompany that's seeking to increase
its market sharein Japan, and | can tell you that we are very interested in being able to work effectively with the
Japanese patent system; and it's no secret that in the past it was extremely difficult to obtain Japanese patents, to get
them examined, to get them through the office. And | believe that it'simperative that we move in the direction of
harmonization, and we have taken some first steps toward getting the Japanese patent office to be more reasonablein
their approach, to exam the applicationsin areasonable period of time.

I think it's very important for all of usif we want to operate in aglobal economy.

MR. : Just say one more thing here. I've had oppositions, and my experience is not nearly as great as somebody like
Ford Motor Company or something like that; I've had oppositionsfiled against my patentsin Japan lately, and the
results have been very, very good -- very favorable.

It's been -- earlier on | had acase -- | invented the method of aligning liquid crystal displays, that made it possible, that
they're 100 percent being used now. | didn't get the patent in Japan because | used cotton as an example an exemplary
material, and they made me -- even an appeal -- wouldn't allow meto use cloth as the operative word in the claim. It

had to be the exemplary material. It was done purposely, | believe.

Chair, lately | had a case that had 18 oppositions and we got it granted with less trouble than we had in Europe, or less
opponents, for that same case. So my experience would say that things are improving alot.

REP. MOORHEAD: The REP. has been patiently waiting, and I'm sorry I've taken so long. Y ou're recognized.

REP.: Thank you very much, Mr. Representative. No apologies needed; you were asking very pertinent questions, and
in fact, have covered anumber of the onesthat | intended to ask.

Let mereturn, if I may, to the concern that was expressed by Mr. Rohrabacher with regard to 18 month publication. My
recollection of his principal objection to that is-- was not so much with reference to the potential that the innovation



might be pirated herein the United States, but with regard to the difficulty that the inventor would face in terms of
protecting his property interests abroad. And he suggested that the filing might lead to the incentive created by people
in other countries to take that innovation and utilize the technology there without compensating the inventor here.

What really isthe answer to that? | would assume that filing the patent application simultaneously abroad with the
publication here in the United States would be one effective approach. When | ask him about that he said, well, that's
very expensive. We don't know what it would cost, but perhaps the expense would place that beyond the ability of alot
of inventors herein the US to accomplish. Do you have any general comments about how the protection could be
assured with regard use of that technology abroad? Addressif you would the question of expense. Mr. Fergason.

MR. FERGASON: | believe that the BCT, Bank Cooperation Treaty, offers avery good way to at least buy you some
time abroad, get yourself agood basisin fact. We've discussed using the conditional, and have used the conditional --
as| say | havefour patentsin BCT -- patents being filed with US designations which means that we essentially file the
foreign patent first.

| think this can be done with good effect, and | mu st say that it has been my experience that it has been easier to collect
royalties from Japanese companiesthan it is US companiesin general.

REP.: Any other comments concerning that? Anything directed specifically at the cost of filing abroad.

MR. : Unfortunately, | do think that if you do want to protect your inventionsin foreign countries, you must file patent
applicationsin those foreign countries. Just aswe file applications worldwide.

The publication of the patent in the USis not the critical thing. If we make a product, it's fair game to be copied any
place that patents don't exist. So | think it isunquestionably a cost factor, but that's the way the game is played
unfortunately.

REP.: Well let me just ask for some practical information. What does it cost to file a patent application in Japan and in
atypical country in western Europe? Anybody know? Mr. Fergason.

MR. FERGASON: Yes. If you file worldwide, we did our study on ours, and this does not include the -- in terms of the
European convention countries-- but just filing the EPC by itself, our number is about 250,000 for all of them. For the
US, Japan, and several of the Pacific rim countries that really count.

REP.: That would strike me as being a considerabl e expense.

MR. FERGASON: It is-- but you -- but the strategy isto spread it out. | am very much interested in reducing that cost.
| think we get ripped off in anumber of countries. For instance, in Spain you can't file aMexican patent in Spain. You
can go the other way, but not -- so there'salot of little things.

They have set upsthat allow you, them, to keep their own bars fully employed, so you funintoit. Andit'scountry by
country that they kill you.

REP.: Well let's take the small inventor who does not have alot of capital, who has agood idea, he hasfiled for his
application in the US, the period of 18 months arrives, he has that application on the brink of publication here, to protect
himself internationally | think we're concluding here that he would have to file his application in Japan and in western
European countries, perhapsfileit centrally in the Munich European Patent office, but the cost is substantial there; and
it seemsto be, without necessarily endorsing Mr. Rohrabacher's approach, that perhaps he's made a point here. That
small inventor is going to run up against abarrier in terms of being ableto afford to file his patent application at a cost
of $250,000 in Japan and western Europe.

What do we say to that small inventor without access to a great amount of capital, who doesn't know what the market
for his product is going to be, and perhaps cannot raise capital at the 18 month period sufficient to file abroad, about the
18 month publication requirement? What do we say to him, Mr. Fergason?

MR. FERGASON: That was my point about the BCT. | don't think there's agood answer to that, and I've been very
fortunate and been able to raise money on patents that | think are good by going out raising that money to get those
patentsfiled abroad.

| can't personally afford to spend that kind of money on patents either. So, it's amatter of sales and so forth going into
it. Butthething that | doisfileaBCT which, and then | designate the countries and that allows the first publication and
the examination -- and the publication to be made in English and to be before any foreign designations are actually
acted on, and prolong the time that you have to raise the money.

It also let's you have more time to let you make a judgment on whether you want tofilefor it or not. | usually end up
designating more countriesthan | -- but it'srelatively cheap compared to filing in foreign and it can be done in English.
REP.: Now, what protection do you get when you do that again?

MR. FERGASON: Y ou get your -- you protect your (inaudible) line basically, and they give you a separate

examination.



REP.: Well, then let me just ask you, does that then take priority over a separate patent application that someone else
might file in Japan or western Europe?

MR. FERGASON: Absolutely. Absolutely. It'sfull publication; it hasall the rights and privileges that go with that.
REP.: Now, what isthe cost for doing that?

MR. FERGASON: | think it's-- what isit? -- $1,500 or something like that. It's-- if | remember right. $2,500? $2,500.
REP.: Well thisisavery interesting area of inquiry for us and we'll look more carefully at that and seeif in fact it does
address the problem. | appreciate that response. Does anyone else on the panel want to comment on this?

MR. : I'djust like to mention that | don't think those figures are for theinitial filing fees that Mr. Fergason talked about.
We've been averaging $5,000 initial filing fees for Japan, and then the EPO, $5,000 to $10,000.

And we must understand that you have the ability to control if you want further prosecutions. So you can somewhat
control your expenses in those.

The other thing islet's not lose sight of the fact that if you have aUS patent, you can stop anybody from making, using,
or selling that invention in the US

REP.: | think that was understood. And | don't think Mr. Rohrabacher's complaint was so much with regard to conduct
herein the US, it was in regard to what might happen internationally. Mr. Kunninger.

MR. BUDINGER: Just one quick thing. This has been alluded to already but -- the US patent does not protect by
invention in Japan. So whether | -- whether the patent is simply published in 18 1/2 months, or issued 24 months or 30
months, | am equably vulnerable. Having the US patent isno help in what happensin Japan.

And, incidentally, | salute Congressman Rohrabacher's attention to the cost issue of foreign patents. That's amajor
issue and it's something that does need to be address.

REP. MOORHEAD: It does affect our ability to export it to the United States though -- products that filing our patents.
MR. BUDINGER: Yes, absolutely. But from apractical standpoint, if theinventionisn't already thought of -- we keep
picking on Japan -- if the invention isn't already thought of by someone in Japan and then hefirst learns about it in 18
months and then he goes into engineering, and production and everything; from a practical standpoint, by the time he
does all that, if he plans on entering the United States market, he's afool because by then that patent islikely to have
been issued and he can't get in there. He'd be fool to make that investment.

GENTLEMAN OF VIRGINIA: Let me, Mr. Linley, inquire of you, if | may, based upon the study that you performed

of your conclusions with respect to the number of applications that are not acted upon within aperiod of threeyears. In
other words, how many applicants would not have their patent issued within atime that would give them the practical
effect of having a17 year patent term.

MR.LEMLEY: Well, under the most realistic set of assumptionsin my study, 87.1 percent of the applicants gained
patent terms so 12.9 percent either stay the same or lose some amount of patent term.

My data also indicates that the vast majority of those who |ose term, lose only ayear or two years. And that it'savery
small percentage that |ose more than that.

The other thing that | would note, if | may, isthat there are provisionsin the current laws to take care of some of these
circumstance. Y ou can extend the patent term for interference, for appeals that are successful and many of the patents
that in effect spend a significant amount of time before the patent office do so for that reason, and so therefore we get a
longer term that is not indicated in my study.

REP.: And can you categorize the kinds of patents that we're talking about with regard to this 12.9 percent who would
lose patent term. Are these products that tend to be on the higher end of the technology scale typically.

MR. LINLEY: Oneof thethingsthat | did in this study wasto break down the patents by industrial classification. | did
that two ways. First, the way the patent office doesit; breaking them into mechanical, electrical, and chemical patents,
and there the data indicates that for each of those categories patentees on average, and a significant number of patentees,
gain protection rather than | ose protection.

It istrue that in some categories patents take longer than in other categories, but on balance everybody across those
industries gained.

REP.: And for the 12.9 that lose, can you assign any kind of categorization to them? Do they fall within one of the
classifications that you said or can you make some estimate as to what -- into what field or series of fields these patents
would fal?

MR.LEMLEY: Yes, | can. Inthe study itself, which has been provided as testimony, we break down each of those
things. The percentages are different for each term. For example, chemical patents, one of the categories, 79.1 percent
gain terms so 20.9 percent lose terms.

Electrical patents, 86.1 percent gain term, so 13.9 percent lose term. And mechanical patents, 93.2 percent gain term, so
only 6.8 percent lose term.

REP.: So it sounds like in the chemical field there would be a higher thannormal loss. What about in bio- technology?



MR. LEMLEY:: | did study two technology software, and bio- technology, unfortunately the data sample that | have
included arelatively small number of bio-technology patents. And while there are data that suggests that bio-
technology patents take longer than any others. The data are not statistically significant so | would hesitate to draw a
conclusion and act upon it for that reason.

REP.: All right. Let meask you this question presuming that | know the answer, but I'd like to hear you stateit in any
event, and I'm addressing this basically to the panel. What do we do for those patent applicants who do in fact lose term
when the operative law moves to the 20 year from data filing of patent? What do we do for those who |ose term under
that arrangement?

MR. LEMLEY: Well, some of them are already taken care of; the interference proceeding, the appeal proceeding, etc.
Some others can take care of themselves. Thisisapro-active, it's not aretroactive provision, people can refuse the
delay to the extent that it is there fault before the patent law.

Now it's still true that afew, | think that my study shows avery few peoplewill beinjured by this new law. | think that
al you can doisto way the benefits of the new law against its costs. Every aspect of your patent system has cost. The
patent office occasionally wrongly rejects a patent, for example. But | don't think it would be wise to suggest that we
abolish examination because some people had their patents wrongly rejected during the examination process.

REP. RORHABACHER WEell let me just suggest to you that maybe some of you who are not content to accept a cost
and try to do something to take care of the problem of the person who loses term and winds up with less than 17 years.
And do you have any suggestions for how to someday address that problem?

MR. LEMLEY: One way to address that, and | think probably a good one is REP. Moorhead'sway. That isunder H.R.
1733 to provide some sort of provisional rights to people who are in this situation so that when the patent office does
issue, they got not only the exclusive right after issue but the rightsto go back and collect royalties for the entire period
of prosecution.

REP. RORHABACHER Let mefinally ask a questions that perhapsis somewhat unrelated to the core reason that we're
here today but may have abearing aswell, and that is this: We are perhaps the only nation or one of avery few in any
event that awardsintellectual property rightsfor technology and innovation based upon who was the first to invent.
Most of therest of the world doesit based on who isthefirst to file for the patent. Would there be any advantage or
disadvantage to the United States if we were to adopt afirst to file system like most of the rest of industrialized world, if
not all of it?

MR. LEMLEY: Areyou addressing that question to me or to the panel?

REP. RORHABACHER Anyone on the panel.

MR. FERGASON: I'd love to answer the questions because | believe in-- I've been involved in a number of things. |

am very against interferences. | think that doing the first to filewill get rid of the interference proceedings. Now let me
explain why | think the interference proceeding isterrible. It isalegal proceeding. Y ou haveto prove who wasfirst.

Y ou have to take deposition. Y ou have to do everything that anormal suit hasto take. That'svery, very expensive.
Now, if considering you're asmall inventor, | was oncetold by Hoffman Laroshe that we'll keep you in the patent office
forever. They couldn't do it because the way | planned the situation, but they threatened it. Thereisno recovery for
interference. Soif you're asmall company you get into an interference with abig company and you get stuck in there,
you have the pay your patent bill because nobody will take it on contingency. There's no contingency toit. Soyou're
stuck. You'restuck big.

So me, I'd loveto seefirst tofile.

REP. RORHABACHER Now what disadvantages might you imagine from it? Would anybody be hurt asa
conseguence of that? What about the small inventor who perfects a technology but doesn't really know the procedure
for going about filing a patent application and perhaps someone learns of what he is doing and beats him to the punch?
Isthere aproblem in that?

MR. FERGASON: | think that thisisarisk. | think you can say that, but it'sarisk in any case. The guy that actually
invented the device which is signals when you take a book out of library or something like that made a mistake talked to
the wrong people and was not ableto prove hisinventorship and lost it. He couldn't afford the fight it and just flatly lost
it.

REP. RORHABACHER L et me ask you one other question while you have the microphone. Mr. Representative, | hope
I'm not trespassing too much on your time here but it's an interesting subject. Do we solve problem if we go to first too
tile. Isthat an effective way to doit? Or doesthat effect it?

MR. FERGASON: | wouldn't think that would have any effect on the submarine problems. The submarine problem is
more a procedure after you get into the office. But afirst too file does solve one of my big problems. And that's the
procedures, any procedures for asmall inventor that does not have recovery.



REP. RORHABACHER Other comments.

MR. : I just want to briefly note referencing to (ror's?) chart presented earlier today which listed three examples of
patents that spend a significant amount of timein the patent office. Thefirst of this, | believe, was Crystal and
Polypropolene. Thelisten that it took so long to issue the patent for Crystal and Polypropol ene was because it spent that
timein ainterference polyropolene and under the first to file system presumably that patent would have been issued
significantly more expeditiously.

REP. RORHABACHER Other comments. First to file, any idea? Yeah or nay. All right. Well, | would like, Mr.

REP., to thank these witnesses for the time they spent with us an the ideas they shared with usand | thank you for your
indulgence.

REP. MOORHEAD: | wish to thank you all too. It's been agood discussion. Our second panel this morning consists of
six distinguished witnesses. Our first witness a Dr. Raymond Damadian who is the president and representative of
Thorp (sp) Corporation agraduate of Albert Einstein College of Medicine, the University of Wisconsin and (inaudible)
arts School of Music. Dr. Damadian holdsthe original patent for the MRI, otherwise known as the MRI, the magnetic
resonance imagining. He pioneered patents (inaudible) at the US Patent and Trademark Office which through today has
obtained over 700 patents. He received the national Medal of Technology from President Reagan who recognized his
effortsin that field. Well come Dr. Damadian.

Our second witness is Professor James P. Chandler, whose the president of the Intellectual Property Law Institute,
which is anonprofit resource and educational center involved in patents of (inaudible). From 1977 to 1994 Professor
Chandler was director of the Computer Alliance of George Washington University. He was also instrumental in
creating the Computer Law Association of America, serving as amember on its board of directors from 1972 to 1982.
Welcome, Professor Chandler.

Our third witness, Dr. Robert Rines, the founder and past president of the Franklin Pierce Law Center. Dr. Rinesisthe
aregisters professional engineer and inventor and composer and lawyer. In 1994, Dr. Rines was inducted into the
Inventors Hall of Fame for the recognition of hisinventions of high resolution images, scanning, radar, and sonar. He
used the submarine detection (inaudible) which is used in boat navigation, (inaudible) sound imagining and patriot
missile tracking system. Welcome, Dr. Rines.

Our fourth witnessis Ms. Diane Gardener, who's currently a patent agent from Molecular BioSystems Incorporated, a
biomedical company that develops arange of contrast agents for the use of diagnostic ultrasound. Prior to that, Ms.
Gardener was a patent examiner at the US Patent and Trademark Office. Sheis currently amember of San Diego
Intellectual Property Association, the licensing (inaudible) society, chemical law division of the American Chemical
Society of the American Intellectual Property Law Association. Welcome, Ms. Gardener.

Our fifth witnessis Dr. Paul Crilly, since 1987 has been an associate professor of electrical engineering at the

University of Tennessee (inaudible). In January 1994 to July 1995 he was an |EE USA congressional fellow, who
served on the professional staff of Congressman Dana Rorhabacher. From 1978 to 1989, Dr. Crilly has been awarded
three patents as amember of the technical staff of the Hewlett Packard Company. Welcome, Dr. Crilly.

Our sixthwitnessis David E. Hill. Dr. Hill isanuclear physicist and the current president of the Patent Enforcement
Fund Incorporated which assists small inventorsinvolved in suits.

Dr. Hill worked at Enrico (inaudible) in building the first nuclear change reactor and subsequent nuclear experimental
research. Dr. Hill isan associate professor at the University Tennessee. And was aleader in the field of nuclear
physicist at the University of California, developing the scientific laboratory. (inaudible) In addition to having lectured
in the areas of atomic energy, science and public affairs. Heis also been the president of the (inaudible). Welcome Dr.
Hill.

We have written statements which | ask unanimous consent to be made part of the hearing record and ask that you
summarize your statementsto six minutesor less. | may give you one more minute each. Thank you. We appreciate
you being here, and | ask the members of committee to hold their questions until all of you have had a chance to testify.
Dr. Damadian, do you want to begin.

DR. DAMADIAN: Mr. Representative, | begin with aintroduction to the US patent system, its purposes and it's
benefits. Much of the attack directed at the US patent system that you and | are here to defend against arises from the a
lack of appreciation, | think, of just what the US patent has done for the American people and how directly it has caused
the financial well being of every person in thisroom and, indeed, every person in the America.

| begin from this premise because it isimpossible for me to imagine that men and women of such noble intentions
(inaudible) this Congress could tol erate even for amoment such hostile attacks on thisinstitution of the US patent if
they generally understood what a crucial roleit has played in generating most, if not all, of the wealth that our people
have had the privilege to enjoy.

They would view it as abetrayal of anation and its promoters, perhaps, and its betrayers. They would recognize
without qualifications that we should be laying our gratitude at its feet, instead of seeking its destruction. The history of



what the patent actually did issimple. Appreciating what it did sufficiently to grasp the full measure of the finance
tragedy that lies ahead if we do not turn aside the current concerted attack leveled on it by billslike H.R. 1733, H.R.
1732, and GATT isadifferent matter.

The steps taken by America's founders, step one: 1780 Washington and the founding father for the first timein all
human history make the right of the substantial economic power of a patent an absolute right of every citizen of the new
Republic. Asfar asthe new Republic was concerned, the issuance of the patents was no longer to be the prerogative of
money. Instead, it wasto become the inalienable right of every citizen. They wrotein Article One, Section Eight of the
US Constitution: "Congress shall have the power to promote the progress of science by securing for limited times to
inventors the exclusive rights of their discovery."

Note that the founding fathers did not give aroyalty. They give, instead, the right to exclude. The right to exclude was
the means. It wasthe means for the inventor to receive the protection he needed from large competitors so he could
build anew business for America.

Step two: 1790. Washington in the first US Congress enacted the first patent about on April 10.

Step three: The enacted patent ignites the industrial revolution. Whitney, Morris. McCormick, the Wright brothers,
Eastman, Goodyear, Edison, Bell, Westinghouse, Dow, Deer, Howler etc. many others, all filed patentsin the first
century after the patent is enacted. The companies that patenting found International Harvester, Kodak, Goodyear,
General Electric, AT& T, Westinghouse, Dow, Deer, IBM and many others opened the industrial revolution and
generated enormous wealth or America and for Americans.

All these patentees exercised the right of the patent to exclude othersin order to build their companies. During the first
hundred years of operation, AT& T and Bell's patents generated an estimated $3 trillionin salariesfor AT& T
employees. Understood scoring the Senator from Connecticut, O.H. Platt's famous statement in 1891: "There never was
atrue invention from which the public did not reap infinitely greater pecuniary rewards thanthe inventor."

The patent fulfilled the purpose of George Washington and the founding fathers. The right to excludes proved to be the
magic formulafor founding new businesses the young Republic so badly needed. It worked. Thefirst century citizens
of the new Republic understood that the patent had created all their prosperity.

At the 1890 centennial celebration celebrating the patent, the citizens of Americas lavish their praises on the patent and
giveit full credit for the al the prospering of America's people.

Thisiswhy | have come to Washington this day, Mr. Representative, to testify. | seeit as my duty. Having perceived
the enormous impact of the US patent on America history and having experienced firsthand the staggering power
possesses to shape the economic destiny of anation, | consider it my duty to report my observations to the honorable
men and women of this Congress and to persist if need be until | gain your proper attention to the matter.

In short, Mr. Representative, | have come humbly to plead this case. | have comesir before you, Mr. Representative,
because you are in my opinion, the chair of the most powerful committeein all of to Congress. With aturn of your
hand, Mr. Representative, you can steer the good ship of Americaaway from it's persisting and ever lengthy economic
decline. Y our committee and you, Mr. Representative, have the power to turn our ship into the lain of boundless
prosperity instead. The US patent possesses all that power, Mr. Representative. All that is needed isits proper
administration and its proper protection from assaults. | humbly beg you to free the patent from bondage, Mr.
Representative. I'm begging you to use your great power to set it free so that it once again can do what history so amply
taught usit has done before. | beg you to give no quarter to its attackers.

I remain confident, Mr. Representative, that you are fully aware of the solemn power that has been entrusted you to care
and to care to effect the nation for centuries to come and that you will commit to the exercise of that power with equal
solemnity.

I have here achart which | call the chain reaction of enforced patents and the change reactions of unenforced patents.
At the top you see that if we successfully enforce patents, what we achieve with enforced patentsis that the investors
trust patents. We see that investorstrust patents. The immediate result of that iswe produce abundant investment
capital, and there's adirected change reaction from that: Many successful new manufacturing enterprises-- and there'sa
list of them that | put in writing. But the most significant outgrowth of investors trusting patents and the abundant
investment capital is-- and I've highlighted them --increase employment, increased tax revenues from the American
government, and another important one that I'd like adraw your attention to is the chance for upward economic mobility
for America's poor and disadvantaged.

Now then, if we don't enforce patents and we go to the bottom charts, unenforced patents. We produce disregard of
patents. We produce disinterested capital in patents. We have fewer an fewer successful manufacturing enterprises.
We have | oss of employment. We have declining tax revenues for the American government. We have negative
balances of trade; and very importantly, we have destruction of hope for upward economic mobility for American's poor
and disadvantaged.



The US patent isthe story of the MRI. | have come before you this day, Mr. Representative, to tell you my story. The
story of MRI. Twenty-five yearsago in 1970 | made the discovery that opened thefield of MRI. From that date to this,

| have labored diligently to advance the technology and perfect it so that the public could have its benefits. | labor now
with all my energiesto reduce its costs so that Americaand the rest of the world's people can readily afford itslife
savings attributes.

But the course to its current state has not always been easy, Mr. Representative. 1n 1977, after overcoming a multitude
of financial and technological difficultiesthat blocked our path, my graduate students, Mike Goldsmith, Larry Mincoff
and | completed the construction of the first human scanner. And the (inaudible) the first of the alive human being.
Shortly thereafter, | left the university and with my students formed the first MRI company. We called it Sonar
Corporation. We commenced to manufacture of MRI machines.

REP. MOORHEAD: Excuse me. We're not being rude. We'rein thefinal stages of avery important vote over on the
floor. And Mr. Goodlatte's been over to vote on it, so I'm going to ask him the take the chair. | know you people waited
for along, long time, and every single word isin the record and believe me, we read the comments because -- they wont
be missed

REP. GOODLATTE: Thank you, Dr. Damadian.

DR. DAMADIAN: After completing the first live human scan, -- shortly, thereafter, | left the university and with my
students formed the first MRI company called Sonar Corporation. We commenced the manufactured of MRI machines.
By 1980 we introduced the first commercial scannersto theworld. As of today, we have be in business 18 years and
have sold and installed approximately 200 MRI machines worldwide. We are publicly traded company on Long Island
with 300 employees, but the road has been difficult an painful, Mr. Representative.

MRI has been amultibillion dollar industry and while President Reagan awarded me the National Medal of Technology
at the White House for the MRI, and while | wasinducted into the National Inventors Hall of Fame from my invention,
neither my company nor | have every received asingleroyalty for its patent. The courts did not enforce by patent. | did
not receive the promise of the US Constitution, "Exclusive right of inventors to their discoveries for alimited time." So
fully earned, and fully justified, | was never granted the promise the Constitution promises.

| did not receive any protection in the marketplace as the Constitution promises from hosts of multinational corporations
whose only claim to our technology was that they wanted it. But | have not come to complain, Mr. Representative.
Whilel would beless than candid if | did not admit that the above turn of events caused me ameasure of anguish by its
lack of fairness. | have come notwithstanding that personal distress. | have suffered in these matters sincerely hoping
that I might be able to convince you, though sadly, that it isnot | who has sustained the major injury in thisfailed
enforcement of my MRI scanning patent.

Even more sadly, the victims have been Americaand her people. Asmuch as| wanted to, | was not able to build
another great industrial enterprise for Americaas Bell, Edison, and the others have done. Our company was not ableto
create the tens of thousands of new jobs for Americathat enforcement of our patents would have insured. Instead, out
of nine companies making MRI machines today, only two remain that are American. All therest areforeign. Three are
Japanese.

Simply stated this means that the majority of the multibillions of dollars generated each year by the sales of MRI
machines goes to foreign citizens. Asapatriotic American, this grieves me, Mr. Representative. MRI isan American
invention. Itisonly justthat its proceeds should be used to pay American salaries. The Japanese contributed nothing to
the development of MRI. Itis not just that the income from America's invention of MRI should be flowing to the
citizens of Japan, instead of to the citizens of America. It means that tax revenues through the sale of MRI machines are
flowing to foreign governments. Itisnot just. Thetax revenuesfrom the sales of MRI machines should be flowing to
the American government. Instead, it's flowing to the government of Japan.

It means today that America spends more in purchasing medical equipment from Japan then the Japanese spend in the
purchase of medical equipment in America. In 1992, America had an American medical equipment trade deficit with
Japan of $320 million. If my MRI scanning patent had been enforced, that medical equipment trade deficit would have
been amedical equipment surplus. The surpluswould still be growing.

The current bill before Congress, in my view, are unmitigated attacks on the US patent system. They really should be
recognized for what they are. Their purposeisto inflict amortal wound on the US patent. Three bills before Congress,
H.R. 1733, H.R. 1732, and H.R. 1659 plus afourth that is constantly being threatened, the replacement of first invent by
first tofile, plusthe new GATT patent legislation, when taken in concert as they must be, can only be construed asa
concerted attack on the entire US patent system, to over all purpose of which isto mortally wound it.

In addition, to the Japanese, afew large domestic companies are leading the current charge against the US patent.
These are the same companies that the newspaper headlines tell us daily are laying off hundreds of thousands of
employees across the country as they continue to lose sales to their Asian competitors. Maybe, we shouldn't be taking



their advise. They haven't been ableto figure out that they are losing these jobs because patents aren't working. Indeed,
they areliving proof of my strongly held view that when patents don't work, people lose their jobs and they lose them in
large numbers.

There isanother issue, Mr. Representative, the patent is a proper alternative to welfare, with far more economic

potential and job potential than welfare ever had. With a strong patent, our afro- American brethren can start new
businesses and make major advances up the economic ladder. Can we really argue to our understood privileges
brethren that there are more productive alternatives than welfare and then turn and render impotent the most powerful
weapon on earth that exists for him to use to bootstrap himself and his community into the economic main stream.

GATT replaces 17 years from the date of issue with 20 years from the date of filing as the new patent life. H.R. 1733
callsfor publication to the world of a patentee's application prior to the patent's approval and issuance. The provision
replaces the long-standing secrecy of a patentee's application until granting of the patent. It exposes the patentee to
worldwide exposure of hisinvention even though me may never receive a patent. Most inventorswill elect to hold
major new inventions in the future as secrets, rather than risk patenting them. The patentee will recognize the
publication of his application prior to patenting will invite atax on his patent prior to its approval by the patent office by
adversaries seeking to prevent itsissuance.

H.R. 1732 expands the power of |arge adversaries to request the re-examination of existing patents by the patent office.
It empowers teams of highly paid corporate lawyers to argue their re- examination case within the patent office with the
on the patent examiner who is unskilled in legal matters presiding.

The current re-examination laws do not permit outside intrusion in any re-examination proceeding. By so doing, H.R.
1732 expands the power of large adversaries and their corporate legal teams to eliminate existing patents of small

entities without the adversary being forced to conduct those adversarial proceedings under the watchful eye of ajudge.
Under present law, small entities are protected against attacks by large companies. The patent is presumed valid and
litigation cannot be used to challenge a patent's validity, unless an enforcement action isinitiated by the patent holder,
the small entity in most cases.

H.R. 1732 altersthisbalance. Thelegal armies of giant corporations will not be empowered under H.R. 1732 to initiate
attacks in the patent office on small entities by forcing small entitiesto exhaust their finances depending patents. Few
will be able to withstand such attacks.

Additionally, H.R. 1732 will empower large corporations to initiate these attacks on small entitiesrisk free. Under
present law, litigious challenges to patent validity can only accompany the attempted enforcement of a patentee's patent
inacourt of law. Under present law, the party challenging the patent's validity in an enforcement action by a patentee
must face the prospect that in the event that he loses, he will be enjoined from making the product and will be
compelled to pay damages for infringing the small entity's patent. The prospect of aloss prevents frivolous attacks on
patent validity and compelsinfringersto seriously negotiate pretrial settlement with patentees when they recognize that
their use of the invention has a high probability of being deemed infringement by a court of law.

Operating in concert as the designers of this pending patent legislation's apparent intent, a patent life that begins under
GATT when apatent's filed; is expended when the patent office fails to issue the patent in atimely fashion. An 18
month publication under H.R. 1733 that can be counted on to instigate challenges to a patentee's application before his
patent is granted and further consumed patent life. And aright under H.R. 1732 to litigate the validity of the issued
patentsin the patent office with the patent clock still on the run should, at a minimum, substantially curtail the effective
life of most patents.

Additionally, 18 month publication exposes the patentee to the prospect that hisinvention will be disclosed to the world
even though he may never receive a patent. H.R. 1732 means that all adversaries may attack his existing patents risk
free and proceed to exhaust his finances with impunity.

All together, the proposed | egislation represents, in my view, amortal wound to the American patent system. Mr.
Representative, | pray sir that you may exercise your steward ship to repulse this attack. No amount of hand washing in
the future will be able to erase the economic wreckage that will be the aftermath of these hills. H.R. 359 restores the
patent's natural lifetime and begins the road to recovery. | beg you to seek its speedy passage and commence the
economic recovery of our nation.

REP. GOODLATTE: Thank you doctor. Dr. Rines.

DR. RINES: | don't think, Mr. Representative, you're listening to chicken little. The sky isfalling. When large
multinationals and certain peopleif the patent office are determined to have us harmonized couldn't push through
harmonization, they decided to do it piecemeal. That's what you have witnessed for the past few years all these attempts
to change the US patent system.

The latest of which isthe 18 month, earlier the 20-year term and now, the final (inaudible) prior user rightswhich didn't
exist in the United States and the final onefirst to file (inaudible).



Thisisan attack on asystem that isn't broken. It isstunningly successful. | want to take you now not to the testimony
you heard earlier by giant corporations, by bureaucrats. But I'd like to ask you to come with me into your office one

day as an independent inventor or a university inventor or asmall company inventor comeinto the patent lawyers office
with ababy invention. Now we clearly have to describe this quickly and get the earlier signed date we can on a patent
office when we don't even know what the inventionis. Y ou think Dr. Damadian knew the significance of his MRI

when hefiled hisfirst patent application?

So with thistotally incomplete understanding, we file and we claim it the best we can. It'safirst approximation. Now
the patent office comes and does the search. Inthelight of that search, invariably rejects our plan. | don't likethe
words, its encroaches on this and so forth and so on. Now you know what the culprit is? The US patent office gives us
only one chanceto (inaudible). One chance, think of that. When you're dealing with new technology and things that
are cutting the edge of the state of the art, we're supposed to be so clairvoyant so we can get our patent with one
response to the patent office citation of (inaudible).

What happensthen? Final rejection. That'sthe rule of the patent office. Final rejection. So theinventor or the patent
lawyers, like myself, then have to either appeal to the board of appeals on a cockamamie case that has no dialog, not
even ready for it or drop it or fileacontinuation. That is, pay anew filing feeto the patent office; start all over again
with anew examination and everything else for the privilege of having another opportunity to have a dialog with a
patent examiner.

Thisdoesn't go on just once for break through inventions. 1n amoment, | want to tell you about three that I've been
involved with, four, including one of my own. For those kind of inventions sometimes we need three, four
continuations. | have one for a client right now with cockamamie rejections from the patent office saying it'snot a
patentable class of invention. It'san (inaudible). Well | know how to claim things. It'snot an (inaudible). | haveto
keep fighting with the examiner and each timefinal rejection. Each time new fee. Each time new delaysfor
examination. You didn't hear that side of story, did you?

When you talk about all these bad inventors all their bad |awyers who are purposefully delaying things. Unless, you
have any sympathy or Bill Budinger -- | love him -- who testified alittle while ago that oh yes he's tempted as an
inventor totry to delay his patent. He's the man whose behind the prior user bill saying, why do you even want to use
the patent system? | want to have trade secrets, and | want you to protect them. Y ou could see what you could think
about histestimony.

Now, sorrething else that wasn't touched on here. Let'stalk about royalties to inventors for the moment. Let'stalk
about the Damadians. Let'stalk about the (inaudible) and the others. Well royaltiesis not the name of the game. |
want to make acompany. | want to have jobsin America. | want to build organizations. | don't want somebody else
jumping in and competing with me. | want these proofs of privileges of patent, not royalties. That isthe historic story
of America. That'swhere the giant corporations that Damadian mentioned, that's where the Gates and all the modern
companies we have heretoday. They weren't in existence 20 years ago. That's where they came from. And that'sfrom
saving your skin and mine. That's where the jobs have come from the past 20 years.

For goodness sake don't |ook to the big people right now. They can't find their way out of the paper bag to make any
important inventions, the way they proceeded by buying up technology. Then where did they buy it up if we haven't
had a system here that was conducive to having this new refreshment, this new seed corn coming along the line? Since
none of us can be clairvoyant on day one for this patent claim. You talk about inventions. What the devil'san
invention? You defineit. Thelaw tellsushow to defineit. By apatent claim. If | don't know the full scopein the
beginning, | don't know how to draw afair patent claim, and for the patent office to shut me off thefirst time, that'sa
heck of away, particularly for theindependent inventor.

Now our good professor did a study of all these patents. Most of these patents, my dear friends, are nothing in
comparison with those patents that reside in the forming of new companies and making jobs. The new companies of the
future. Ninety-five percent of the these patents are uneconomical. They don't givejobs. What we're pleading with you
isto look to the important economic inventions of this country and do not make it impossible for those organizations to
spring up and bring the new big companies of the future by this 20-year shackle rule or by this concept of publication
after 18 month.

Now something that was not touched on today, | must call to your attention. Forget the time of the prosecution in the
patent office. Did you know that the studiesthat | have done of my MIT classes at the Franklin Pierce Law Center in
my own law practice, and we've published, but nobody seemsto want to look at those publicationstell usthat it takes
seven to nine years after the grant of apatent. | don't care what's your system. Seven to nine years after the grant of a
patent on an average for an invention to stop to be commercialized, and the profitsto start to be earned. That's after the
grant of a patent, Moorhead. Seven to nine years for commercialization, not after the filing of a patent application.
When we come to breakthrough inventions, it's from twelve to fifteen years from the date of issue. Date of issue, not
the date of application when commercialization could start. You folkstalk about thisasif the invention is the patent.



That has to be realized in some commercia form. It takesmoney. It takestime. It takes honing. It doesn't take the
patent office attitude of speed and bureaucratic haste. 1f we end up with apatent claim that isinadequate our company
will not be able to be launched even. If in 18 months of our patent application we publish thisin the United States; and
I'm talking now about those kinds of people that are making new companies, new jobs, not people asking for royalties.
They haven't even gotten their patent yet. Y ou publish that, and it may very well be the others with more money can
move faster into the field.

So, based on that, | think that it's also important for me to say that the cap on the term extensions as proposed in 1733
are wholly inadequate for the bio-tech field, especially. That is because there are several instancesthat | can conceive
of where the term that would be |ost would exceed the cap limit.

The other thing that's involved is that when you are in the bio-medical industry, you see the greatest returns on your
money at the end of your patent term. That iswhere your finally going to be making all of the money. You'refinally
going to be making aprofit, and you're going to see some success. Any shortening of the terms that you would have
otherwise been granted is going to be detrimental. 1t'swholly unfair to place unparticular technology aside from the
others and have them treated in this regard.

Basically, | wouldlikethe say that PTL efficiency is at the heart of all of our problems. While there's been significant
improvements made in various aspects of the examination process, there needs to be alot more improvement. | think
that as aformer patent examiner, | know just how arbitrary the examination process can be. If all applicants were
insured of equal examination time and if that time truly were two to three years, | don't think that the 20-year term

would bethat big of adifference to people like myself who are here today urging it not to exist. | think that the
publication at 18 months works to the detriment of the sole or small inventor who may not have the resourcesto find
fileif they haven't had to benefit of afirst office action at the time 18 months comes around and let me tell you that does
happen. Two months ago | just got afirst office action on a case that had been pending for 26 month already. So if you
haven't had afirst office action on the merit at 18 months, it gives the inventor absolutely no opportunity to withdraw
that application and maintain it as atrade secret. That'struly unfair.

Typically, | have several applications pending in group 1800. They'reten to fourteen yearsold. We do not even
practice that technology anymore. There would be nothing that would make me happier than to get those things off my
docket. | am not intentionally submarining them. | would love to see those things go to grant and for me to be able to
license them to somebody else and forgot about them. Basically, to problem is| file continuation after continuation
because although the examiners are truly technically secure, they are wonderful in that regard.

The examination asfar asthe legalitiesinvolved, 101s, 112 rejections, the examiners who are making them arereally

not trained well enough. So it typically takes a patent practitioner several different tries as was alluded to before to
prove the worthiness of the invention. That iswhere you see all of the these continuations. It's not because we don't
want to get the technology granted. | would love to get to technology granted. | need to get the technology so | can
convince my venture capitalist to give me money. They are not going to give me money on something that's only
pending. They are not going to give me millions of dollars on rights to which they are not sure they'll every achieve or
not.

| think that in general, small bio-tech companieslike ours feel that we are being unduly harmed by the 20-year provision
given the special needs that we have. It takes us so long to get our products through the FDA. If the PTO were more
efficient, the publication would be less detrimental. Typically, foreign patentsinvolve improvements, and the US
patents involve core technology. Core technology takes an awful lot longer to go through FDA regulatory approval then
it does for an improvement thereon. So we're looking at situations where by the time we finally get our first product to
market, if foreign companies have had the opportunity to see our invention through foreign publications, they could,
especially if they have greater resources, they could definitely have a second generation product ready to go through our
system riding the coat tails of our hard work through the regulatory process that follows us directly into the
marketplace. It'sjust to unfair.

I'd like to also mention that | think that any publication provision needs further additional provisionsto curb the public
use proceedings, to curb prior user rights, and definitely amendment to the requirement for reasonable royalty.
Especially asit standsin 1733, the requirement is that the claims that are in the granted patent would have to be
identical to those that are originally filed in the application, and | don't think there's anybody here that would argue with
the fact that that almost never happens. That isthe entire process that occurs during examination. Y ou amend the
claims. You scopeand mold. Soif that were the requirement, you would never see reasonable royalty.

Having said that, | would like to make one more comment since it's been brought up several times today on first tofile.
Firsttofileisbad. We are not in favor of first to file at my company and otherslike mine. Itisunfair to thetrue
inventor. Article One, Section Eight constitutionally mandates that we give areward to thefirst to invent. That does



not mandate that we give areward to the first person who has the resources and capability of filing. Although it allows
for interference practice, which is potentially costly, | also feel that on the other hand alarge company has the resources
and capability and the know how and the savvy to file something earlier than asmall inventor would also. Soit's six of
one half dozen and the other.

Having said that, I'd liketo close. | think that the people that I'm here representing BioCom, in San Diego, with the

trade industry related to the bio-tech corporations that are prevalent in my area, we wholeheartedly support H.R. 359.
It's the best of both worlds. It givesafull solid patent term that we can offer to form strategic alliances and get
investment capital and with the publication provision on the continuations, it does curb the submarine patent issue.
Thank you.

REP. MOORHEAD. REP.: Mr. Cirilly.

MR. CRILLY: Thanksfor being here -- that | can be here. With your permission I'd like the another additional written
statement in therecord. Give the tremendous fruits of the American patent system and we are in a so-called information
age, it seems peculiar that there's been such unprecedented attack on this system and the patent rights enjoyed by
Americans. Thisattack has led by those same persons who are down sizing and exporting jobs over seas. They and
some of those in authority inthe US Department of Commerce and other government agencies view US patent rights as
atrade-trade shift. Something to be negotiated away to foreign competitors. Bill H.R. 359 is corrective legislation that
will restore the patent protection Americans have had for over 200 years, andadditional years. In 1865 or so, this17

year grant was put in place. So that's been around for along time. We receive $20 billion in 1993 alone in patent
royaltiesfrom other countries. I'm afraid that unless H.R. 359 passes, the smechanism we use to create products that
saveour lives. 1'd liketo see some day acurefor AIDS and a cure or Alzheimer's and a cure for heart trouble. Those

are going to come about because people invent things that will cure those things. The United Statesisthe leader inlife
saving technology. Whether it be penicillin or whether it be other antibiotics or whether it be Mires and things like that.
We are the leader in that and it's because of our patent systemy of Texas at Austin, we will get those benefits with the
Rorhabacher bill. Wewill also get at |east a guaranteed term of 17 years. That's what we need to have. Why would you
invest in something if the term is uncertain?

The 20 from filing term, the applicant is at the mercy of the patent examiner. When you apply for a patent, you're

dealing with alarge government agency, and as Dr. Rines alluapply for a patent you may want to make it as broad as
possible. The patent examiner will try to narrow your claims down, and that may require you to file divisional, a
continuing application or whatever. But the point isisthat ultimately you get avery -- you get a patent or patents that
arefairly broad and are worth alot of money. If we have a system where 20 years from filing, where the clock is

already ticking, you'll get the first thing -- you'll get the firsUruguay Round agreements. The letter that Congressman
Rohrabacher alluded to from Clayton Y eutter -- the intention of those patent provisions was to strengthen every
country's intellectual property laws. And we've seen that with the copyright laws. | think it's fascinating to see that the
copyright laws, as we speak, are being strengthened. | think that's good. We should protect our copyright holders. But
why arewe picking on the inventors? Why are we demonizing tsto it. We just get 17 years from grant, or 20 years
from filing.

But the intent on the Uruguay Round and the GATT agreements was to strengthen other countries intellectual property
laws. And so they set afloor of 20 years fronger patent term. And | think that's the point. The Uruguay Round was not
to harmoni ze the patent laws of all the countries; it was to strengthen other people's protections.

Patent protection is a constitutional right, not atrade (trick ?) to be negotiated away. And | guess that leadsto my next
comment -- iswho cares about average pendency? The patents office claims 19 months average pendency. Some other
people claim 36 average pendency. Some people claition that issuesin 18 months. When | was at Hewlett Packard,
some of the patentsissued in one years or two years. That's great, but they were very incremental ones. And yet the
polypropylene plastic patent took 27 yearsto issue. And, by the way, just to clarify the record, that was held up because
of interferences. It took them almost 17 years for the patent office to figure out who deserved tht some malicious
inventor holding up the process-- and | believe that was also true on the laser.

U.S. citizens are entitled to equal protection under the law. So | should get the same patent protection if | had amajor
inventiond they can -- they have alot of -- they can take advantage of that. Thelittle guy doesn't have that. And patent
protection protects the little guy from the big guy.

The current bill, 1733, 1732, and this prior user's rights bill, will encourage trade secrets. The intent of the Founding
Fathers was you get alimited period of protection, but then after that it's published and everybody can enjoy it. By (pre-
grant ?) publication, you are going to encourage trade secrets; by prior user rights you are going tble an individual to
create new industries. And | really admire what he has done. He created a new company from nothing, and it provided
all kinds of jobs and taxes, revenues, to Long Island and New Y ork State.



Now, from my persbacher Commission in 1992, the big companies have sought to weaken the patent system. They
wanted things like 20 years from filing. But the Congress has always rejected these. In both of those commissions there
were no independent inventors represented. The universities weren't represented even, except in the 1992 one -- and
even then it was the president of the university who isaformer CEO of General Electric.

But Congress has always rejected these commissio wrong, figure. Put the charts up -- those charts. Let me -- that 19-
month figure does not take into account the original filing date. Let me give an example of that one right there -- your
left hand. You fileapatent in 1980. The patent office issues restrictions; and that, by the way, iswhy awhole string of
patents get issued. It isn't the patent -- it isn't the applicant's fault that those things get done; it's because the patent office
issues restrictions. And what that means is they're saying your patent istoo broad -- you've got to file afew -- you've
got to refile and do some smaller applications. So, okay, in 1994 you file another -- you file some divisionals and some
continuing applications; in 1986, they require you to refile again for appeals, or to appeal afinal rejection. And in 1988
your patent has been issued. Okay? So something that took -- that is measured -- you have one, two, three office
actions. Actually four office actions that took eight yearswill be counted as an average of two-year pendency, when it's
really -- it took eight years for that patent to get issued. So, again, that 19-month figure does not include the original
ancestor date. Itincludes all the office actionsin that.

And let me give another illustration of that with the next one. Somebody files a patent in 1950, and the PTO imposed a
secrecy order on it right away, which meansit's athreat to national security. And so it'simposed for 40 years. Well, in
1990 the government lifts this secrecy order up, the application isrefiled, and the original oneis abandoned. Now,

when people say applications are abandoned, it sounds like something really terrible. It's routinely done, because when
you refile then you also abandon the original application. And then the patent issuesin 1990. So asfar asPTO s
concerned, the average pendency on that patent was six months. It was not 50 -- 40 years plus six months. And that'sa
very important thing to note.

As| said before, the laser and the plastic for beverage containers took over 20 yearsto issue. They would not have
gotten apatent term. And none of those were due to the fault of the patent applicant. Those were dueto interferences
or other things.

On August 12th, 1994, Commissioner Lehman (sp) claimed there were 627 submarine patents that took over 20 yearsto
issue. We called the patent office up, and we said, Tell us why were those 627 applications delayed? What was going
on? Werethey dueto divisional application? Were they due to continuing applications? Were they due to secrecy
orders? They couldn't tell uswhy they were delayed. And | said to theman, | said to (Lee Skillington ?) -- | said, "So
you based changing the patent law, and you do do.” Well, after Congressman Rohrabacher wrote a letter requesting that
they come up with some numbers. And it'sin the written record here, but I'll just show here a pie chart. Two thirds of
the pie chart -- the delays are caused by secrecy orders. They were not inventors that were elongating the process. And
that's -- and of the total amount, only 167 or 26 percent were due to continuing applications. But even then we can't
prove, and the PTO has not proven, tt along the samelinesisthereisonly anecdotal evidence of submarine patent
abuse. Every time alobbyist would come to our office and complain about our bill, H.R. 359, they'd always bring up
Jerry Lummelson's (sp) name. That poor man has been demonized some unbelievable degree. Y ou know, he's never

had a chance to defend himself. | don't want to defend him myself either. But we are going to change th patents are
delayed.

Finally, it's ludicrous to suggest that weakening our patent system will improve our trade imbalance. Theideais that
we'll weaken our system, and hopefully Japan will be a better trading partner, or Japan will enforce their patent law --
patents better. | think it'sinteresting to notein the DeConcini study by GAO, foreign companies, or American
companies had a difficult timein Japan getting patents and getting their patents enforced. | don't think there's anything
to suggest that all these concessions we're doing to our system is going to make Japan behave better.

Y ou know, it took Texas Instruments 17 yearsto get their integrated circuit patent issued. When they applied for itin
1960, they didn't get their patent issued until 1976 or '77 rather. So Tl only got athree-year patent term on their
integrated circuit. So | don't see how Japan will again improve their behavior if we weaken our system. Let them
improve their system. If we want harmonization-- fine. Let'slet all the other countries bring their systems up to our
level, where a person with a creative idea can get good protection for their idea, and not just favor the large
corporations.

I'm speaking mostly for myself, but | have been authorized to speak for the Tennessee Inventors Association, which |
am on the board of directors. And many universities-- there'salist aslong as the day of universities that have endorsed
this bill, including -- (inaudible) -- MIT, Harvard, and various other schools, as well as many inventors groups. Thank
you very much.

MR. CHANDLER: Mr. Chairman? Thank you, Mr. Chairman. | would like to begin by observing that your earlier
remarks-- | appreciate it very much. | agree with the chairman that worldwide enforcement of patentsis extremely
important, and that our country should do everything we can to bring that about. | should observethat | don't speak for



anyone -- except myself. My -- | am president of the National Intellectual Property Law Institute, and | have been a
professor of intellectual property law for aquarter century. But | come before you today with only my expertise to
offer.

I only have three brief points, Mr. Chairman. Thefirst iswith regard to H.R. 359. | observe, as| think most speakers

on either side of thisissue observe, that thereis no inconsistency between a 20-year from date of filing and the 17-year
patent term. The GATT does not proscribe 359; it is entirely consistent with the GATT. Y ou can have 20 yearsfrom
date of filing, and at the same time have the 17-year minimum guarantee. | will observe that with respect to al of the
testimony I've heard today that no one has come forward to assure this committee, subcommittee, that there will be a
guaranteed minimum term of 17 years under the 20 years from date of filing. And let me explain why that isn't so. We
heard conversationsthat it will be 18 and a half years on the average under the 20 years frgress, and those which have
been enacted, we have avery different patent prosecution procedure, process, than we have at the moment. What are the
new elements? The new elements would be that under 1733 there would be an 18-month disclosure that would inform
everyone of what is pending in the patent office. We have imposed under the GATT aworldwide prior (art ?). Sono
longer isthe American inventor who files for a patent limited to searching the prior (art ?) in tg that process will take.
And | certainly don't think that we can anticipate reasonably that it will take placein 19 months. So | think that it's fair
to say that there'savery substantial risk that under the new procedures, when takrman recalls, the words of Thomas
Jefferson, when he wrote the second patent law as this nation's first patent commissioner. He said that God himself had
placed the invention in the head of the inventor. It'slocked up there, and the inventor has no obligation to discloseit to
anyone. This society, this nation, he sad, must have a system that amply rewards the inventor so asto induce the
inventor to discourage to disclose. And in exchange for that, he said, the society has an obligation to that inventor to
reward him with a guaranteed minimum term. And whether we determine that the minimum termis 14 years, or 20
yearsor 17 years, Mr. Chairman, | think that Thomas Jefferson is correct: That we ave us from the potential adverse
consequences of which we have heard with respect to adiminution in that term under this untried procedure into which
we are about to move.

With respect to 1733, | think, Mr. Chairman, that it isicerning the other provisions of 1733. REP. MOORHEAD: (?)

Do you understand that 1733 is not the originator of the 20-year term? We have that now.

MR. CHANDLER: | understand that, Y our Honor, Mr. --

REP. MOORHEAD: (?) [H R] 1733 only makesit more livable.

MR. CHANDLER: Wdll, | think what 17 -- and my concern with 1733 -- | am fully aware of what we have now under

the GATT. | mconcerned, Mr. Chairman, isthat portion which callsfor 18-month disclosure of all inventions.

month disclosure in Japan or 18-month disclosure in Europe. If | were European, or Japanese, or president of any other
country of theworld, | would urgently want the United States to place the technologies which they are inventing into the
public domain.

And let me observe one other thing, Y our Honor -- Mr. Chairman -- this Congress appropriates neetary Reich's study.
They were not due to wrongdoing or illegal activity on the part of the Japanese; it was simply exploiting weaknessesin
our own laws, one of which of course was the Process Patent Act, which significantly contributed to the loss of the steel
industry. Steel companieswere before this Congress year after year asking for an amendment to that Process Patent
Act, because their technology could be invented here, but it could be taken out of the patent office, moved abroad,
manufactured there in direct competition with the steel companies. So that the losses of technology that we have
sustained (mightily ?) as anation have been overwhelmingly significant. And if the Congress wantsto We receive
more Nobel prizes and more awards for successes, have new inventionsin science and technology, than any other
nation in theworld. And since one member of the panel suggested that we may be stealing from the Japanese, | of their
greatness. Inthelast 55 years, the American people, American inventors, American researchers, have won over 50
percent of the awards and Nobel prizesin sciences and engineering, medicine, microbiology. How many have been
won in Japan in the last 55 years? Not one. Asthe commissioner of Japan's patent office said on arecent visit to the
United States, most of their work is aresult of improvement patents building on technol ogies invented in the United St -
- it came from Japan. And | think, Mr. Chairman, that if this measure -- these two measures, and the others before the
committee, are to be considered in terms of itsimpact -- their impact upon the people of the United States and the
economy of the United States, | would urge the committee to consider the remarks I've made today. Thank you very
much.

REP. MOORHEAD: Dr. (inaudible) how doesit seem to be here and be the fourteenth and last witness?

So, well, now we have some position from these rather misguided corporate interests. And the reason the positionin
Japan, the reason the patent system in Japan is so poor is because we have this cultural condition in Japan in which there
isastrong relationship between the government and the major corporate entities-- a very strong relationship -- so that
the patent system in Japan has been entirely dominated by the viewpoint that they represent. So the Japanese patent
systemistheworst in the world.



Therefore, if your objective isto weaken or destroy the United States as a viable economic unit, why not start with an
agreement between the commissioners of the two patent offices which will tend to bring the United States patent system
down to the level of the Japanese system? Now, the Japanese system could benefit from the association if we brought
that system up to our level. The systemsin Europe could benefit from being brought up to our level. And that may be
the most const
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| appreciate havkes a serious effort at addressing private interests who provide legislators with vacations, transportation,
food and other gifts, often in thinly disguised effortsto curry favor and special treatment. The publicisright to be
skepts. Five timesthisyear, we have revised the Rules of the House. And yet in each instance, we have been denied the
right to bring lobby and gift reform before the House at the same time. Finally, | am hopeful we will have that
opportunity. Some believe the restrictions contained in H. Res. 250 are too stringent, that they will be difficult to
enforce, or that they will beinconvenient. | believe they are not that loophole, as H.Res. 250 does, will permit a
legislators to accept thousands of dollarsin gifts from special interest lobbyists every year.

That is not gift reform. That is gift reform "lite.”

Let metell you what will happen. A legislator will accept gifts from adozen lobbyistsin one industry or another --
mining, banking, aviation, whatever -- that could easily total in the thousands of dollars, and yet will be able to present
himself or herself as"free omembers, alegislator will be able to eat night after night courtesy of that interest and yet be
withinthe "gift ban" guidelines of H.Res. 250.

| offer an alternative, one which | follow for myself. No gifts. Despite what you may hear, it isvery simpleto enforce.
Someone gives you a gift; you giveit back. If we are going to win back the confidence of ajaded public, | don't think

we can afford to use make- believe definitions to say we are something we are not. In ee." That won't work for tuna, and
when | see H.Res. 250 allow lobbyists to spend thousands of dollars buttering up alegislators, | smell something fishy
in this"gift reform" plan, too.

If we want to be "gift free," let's prohibit alskilled lobbyists and this gift reform will prove asineffective aspast efforts.

But there is an attack under way, and it began with an agreement between Commissioner Bruce Lehman (sp) and
Commissioner Asu (ph) of the patent office of Japan. And under that agreement the terms are to be changed such that --
and it'savery ingeniously drawn agreement, Mr. Chairman -- it appears on the surface not to change very much. It says
20 years from the date of application instead of 17 years from the date of issue. Nevertheless, it really has the effect of
undercutting the intellectual property rights which are granted to the inventor who creates the most significant patents.
And my colleagues here on the panel have made that point clearly asthey have given you various details on it. So we
have that.

Now, having achieved that agreement, what happens next? Isit brought to the American people to be discussed
carefully and in detail, thisimportant birthright of their own which goes to the center of our economy? Isit given the
attention that it should deserve? No. It wasrushed through. It was bundled with GATT. There was no opportunity for
the Congress to discuss. Ten days-- up or down. What an extraordinary display.

| discuss this with you, Mr. Chairman, because you are asinterested in it as |, and you are aware that in our government
errors get corrected. Thetrendsthat go against the interests of the people get corrected. And we are seeing acorrective
process under way now, because there isincreasing awareness around the country that the birthright is being taken
away. Itisbeingwithdrawn. There are editorials appearing. Thereisan increasing amount of attention. | assure you,
Mr. Chairman, that if these considerations go on, you will see that shown even morefully.

Now, there are alot of mythsthat have been brought forward. There's the myth of the submarine patent. It's pretty good
rhetoric, the idea that a patent remains submerged, and then it comes to the surface to torpedo industry. My colleagues
have helped to explain why that isamyth. And | challenge this subcommittee before it goes into any legislation based
on the assumption that there is some serious problem there to identify, to examinein detail specific instances, and to see
how many of them there are -- if any at all. | haven't found any, and | have attempted, through the people | know and

my friends, to find a submarine patent. | haven't found one that qualifies. If this subcommittee can find any, | think

they should tell the American people about it in specific detail, because that myth is now being used as much as the
animus for destroying the qualities of intellectual property in thiscountry. And beforewe
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