NOTE: STATEMENTS HEREIN ARE SUBJECT TO CHANGE BASED ON NEW
INFORMATION ARISING FROM FURTHER DISCUSSIONS WITH UC BERKELEY
ADMINISTRATION. ALL SUCH CHANGES WILL BE NOTED, AND POSTED IN AN
UPDATED MEMORANDUM.

July 31, 2007

Notes from June 1 and July 3, 2007 EBI Contract Student Consultation Meetings
From: Henry Stern, UC Berkeley Graduate Assembly EBI Liaison

On June 1, 2007 and July 3, 2007, graduate and undergraduate students met with Vice
Chancellor Beth Burnside and other University of California administrators to discuss
“Contract Considerations in the Energy Biosciences Institute.”

The following individuals participated in the June 3 meeting:

Beth Burnside - Vice Chancellor of Research

Jane Goodman - Editorial Communications Director of Development

Vishal Gupta - Former ASUC Executive Vice President

Ann Jeffrey - Assistant Vice Chancellor of Research

Alexander Jones - Graduate Assembly EBI Liaison, Plant and Molecular Biology Student
Carol Mimura — Assistant Vice Chancellor for Intellectual Property and Industrial Research
Alliances

Jane Park - Former ASUC Senator

Bob Price - Associate Vice Chancellor of Research

Jonathan Rheaume - Mechanical Engineering Student

Nicolas Spicer - Haas Business Student

Henry Stern - Graduate Assembly EBI Liaison and Law Student

Wendy Streitz - Director of Policy, Analysis, and Campus Services (PACS) for the UC
Office of Technology Transfer

The following individuals participated in the July 3 meeting: Beth Burnside, Jane
Goodman, Vishal Gupta, Ann Jeffrey, Alexander Jones, Carol Mimura, and Henry Stern.

While many details of the contract and the negotiation process were shared and
discussed, no draft of the contract was viewed by the students and no non disclosure
agreements were signed. The meetings focused on issues related to Academic Freedom,
Research Agreements and Policy Considerations, and Intellectual Property. Considerations
in the EBI. -
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[Exchanges between students and administrators resulted in the following statements
regarding the scope and character of the final EBI agreement.]

|. Updates on the Contract Negotiation

At present, UC Berkeley has sent a draft contract to BP which BP has responded to
verbally but has yet to revise in written form. Negotiations are expected to continue
through July and to conclude in August.

A call for proposals has already been issued and 240 proposals have been submitted from
a wide range of academic disciplines for initial review before the Executive Committee.
Instructions will be issued to the applicants in a few weeks and final funding decisions will
be made in October.

Il. Key Distinctions between the EBI Proposal and the Final Agreement
It was emphasized in the meetings that the original EBI Proposal to BP was not written by
lawyers and should not be read as a legal document. The following are the primary areas
where the proposal and the final agreement will differ in substance and form:

- Governing Board (GB) structure (EBI Proposal, p. 8'). See Section VII (A) below.

- BP researchers’ participation in Academic Life (Id. p. 60). See Section VI (A)
below.

- Public Relations plan (Id. 66) See Section VI (C) below.

- Pre-defined Capped fees and/or Royalty Ranges in the event of a
“blockbuster” invention. (Id. at5) See Section IV (F) below.

- Interaction between BP investigators and UCB researchers (pp. 4, 34, 73) See
Section Il (C).
“Flow” and the collaborative nature of the EBI. (p. 4)
Confidential research discussions in open research component (p. 34)
What happen when IP is conceived in the open, but reduced to practice
in the Applications Lab (p. 73)

Pre-publication review process. See Section Il (B).

" All references henceforth are from the EBI Proposal unless otherwise noted.
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l1l. Academic Research

A. Academic freedom

1. The main priority for UCB is to uphold its public research mission and
commitment to students.

2. All steps will be taken to ensure that research is not motivated by personal
financial gain.

3. Research and publication rights will not be abridged in the open research
component. Even when joint IP is patented and then licensed exclusively to BP
or some other commercial entity, UCB reserves the right to disseminate,
educate, and research the invention in non-proprietary contexts.

4. UCB will not advocate for a clause recommended by the Cornell study on
industrial partnerships, which would stipulate that neither BP nor its employees
would “attempt to dissuade faculty from publishing results obtained from the
EBI.*“

According to the administration, to include such a commitment in written form
would “impugn the character” of those performing the research considering that
the unfettered right to publish is so fundamental.

B. Pre-publication review

1. During a 30 day review period, the Associate Director (a BP employee) will be
responsible for flagging any elements in a publication that appears to
compromise pre-defined confidential information shared with the UCB (or LBNL
or UIUC) investigator for the purposes of the research in question. Any
information not explicitly classified as confidential beforehand, and any
information not shared by BP with the researcher for the purposes of that
research will not be subject to review. This procedure is standard in sponsored
research.

* Faculty Statement of Principles & Best Practices Concerning Strategic Corporate Alliances,
Cornell University, Spring 2005. . —
http://theuniversityfaculty.cornell.edu/forums/SCA/SCAFinalReport-Fall2005:pdf ,;.;f‘ﬁ o “‘ﬁ
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7.

Publication includes not only journal articles but any “enabling publication,”
where intellectual property can be communicated, including posters,
presentations and lectures.

During the 30 review period, BP may request that UCB file a patent on the
material to be published to preserve IP rights based on the research to be
published (particularly with respect to international IP value where publication
undermines IP rights unless first patented).

BP will notify either the Berkeley campus Office of Technology Licensing, or the
technology transfer office of either LBNL or the University of lllinois at Urbana-
Champaign (depending on which institution owns the IP) of this desire to patent
within 30 days. Publication may then take place either 60 days later, OR the day
after a patent application is filed by the IP owner institution, whichever occurs
first.

Any UCB, LBNL or UIUC decision to file a pre-publication patent at BP’s request
will in no way impede publication as this is a fundamental right of all UCB
researchers that cannot be abridged. In addition, patents themselves are
ultimately published.

During the initial, 30 day publication preview period, if BP alleges that BP’s
confidential information has been included in a publication then they will make
the author(s), and the EBI administer who administers publication preview rights,
aware of that fact, but BP will not have the right to edit the publication.

Editorial rights remain with the authors.

C. Interaction between BP investigators and UCB researchers

1.

There is an “inherent tension” between the need to produce commercial
technologies in the public interest and the academic freedom to publish.

There will be no new formal mechanisms in the contract for mitigating pressure
from BP on faculty or graduate researchers’ decisions not to publish research in
order to preserve IP value because the overwhelming academic incentive to
publish makes proprietary pressure a non-issue. (See e.g. 2005 Cornell
Faculty Report above)
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3. Academic researchers at UCB, LBNL, or UIUC may choose to receive
confidential information of BP under the terms of a confidentiality agreement. |If
BP’s confidential information is used in the performance of work in a project, this
does NOT make the work itself confidential. The recipient of BP confidential
information will have a duty to keep such information itself, confidential, but not
the project.

For example, if BP told a Berkeley researcher that a particular catalyst doesn’t
work for a particular reaction, the Berkeley researcher might choose not
duplicate that effort, and might pursue a different strategy.

4. The relationship between open and closed research in the EBI will be “carefully
monitored.”

5. The situation envisioned in the Applications Laboratory description on p. 34 of
the EBI Proposal® regarding confidential research discussions in a non-
proprietary laboratory where the parent institution and BP may have interest in a
potential patent, and BP may have interest in encouraging the researcher to
forgo publication so that the research could be pursued in the proprietary context
does have a “formula” despite the language in the proposal indicating otherwise.

6. UCB researchers, before receiving any confidential information from a BP
investigator and conducting research based upon that information, must enter a
formal written contract with BP under which they will be granted access to BP’s
proprietary information for the advancement of their research.

3 “We envision that situations may arise in which a BP investigator conceives an invention during a
confidential research discussion within one of the non-proprietary laboratories. Both the members of the
laboratory and the parent institution may have a proprietary interest in the invention but may not qualify as
inventors under the law . Furthermore, the information may arise from research not supported by BP funding
and the members of the laboratory may wish to pursue open research that could undermine a solid patent
filing. Although there is no formula for dealing with this and related situations, we believe that they can be
managed by scrupulous attention to fairness. We envision that any inventions conceived as a direct result of
confidential information will result in a meeting between the Associate Director (or designate), the BP
investigator and the investigators who provided confidential information. The investigators will be informed
that an invention has been conceived, they will be offered the opportunity to improve the invention based on
their knowledge of the subject, and their cooperation will be sought in regard to delaying release of any
sensitive information related to the invention during the period of reduction to practice. The minimal
incentives for cooperation are collegiality in ensuring the success of the EBI and participation in any
proceeds from the patent. Additional incentives such as increased funding for the project in question may
also be possible.” EBI Proposal, p. 34.
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While the original proposal may have given the impression that “confidential
research discussions” could be arranged informally, such is not the case. There
is a formal, documented process for creating these arrangements’ and this
process will be “carefully monitored” by the administrations of the academic
recipients and the GB.

IV. Intellectual Property and Technology Transfer

A. Establishing IP Ownership in the EBI

1. Ownership of IP under the EBI is divided into three categories:
a. “mine” - Inventions can be owned by UCB (and/or LBNL and/or UIUC) solely

Inventions resulting from research in the open area (academic side) of EBI will
be owned solely by UCB, LBNL, or UIUC.

b. “yours” - BP solely
c. “ours” - by one or more of the academic institutions and BP, jointly.

Joint academic institution/BP inventions and sole BP inventions resulting from
research in the open space will be jointly owned by the relevant academic
institution and BP (unless BP accesses a “user facility” at one of the academic
institutions governed by a “user agreement” with different terms).

2. Inventions made solely by BP employees through research conducted solely
in BP’s proprietary space (in rented space, pursuant to a lease from each of
UCB and UIUC) will be owned by BP.

3. If aninvention is conceived by a BP employee in the open research
component under an EBI-funded project, but reduced to practice in the
Applications Lab, the IP rights will be jointly owned by BP and UCB.

4. Inventions will be solely owned by UCB, LBNL, or UIUC (whichever is the
host institution), if they are: conceived solely by BP employees in the open
research component outside of an EBI-funded, approved research project,
but reduced to practice in the Applications Lab or if they are conceived and
reduced to practice in the open research component outside of an EBI-
funded approved research project. '
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B. Licensing Inventions

1. First Right to Negotiate Exclusive Licenses

BP will have a “pre-defined first option” to negotiate an exclusive license
agreement for UCB, LBNL, or UIUC inventions resulting from solely EBI-funded
research. This is limited to a 90 day period, after which UCB is free to negotiate
a license agreement with any party if no agreement with BP is reached.

2. “Pre-defined first option to negotiate an exclusive license” remains undefined.
However, at this time, the basic parameters have been established. UCB/LBNL
and/or UIUC royalty fees will be capped, or set within a pre-defined range
according to predefined terms currently being negotiated, but may be subject to
a “bonanza clause” to compensate the research institutions with additional
payment if an invention is extraordinarily successful.

3. UCB retains certain rights even if an exclusive license is issued.

If BP does elect an exclusive license to an invention, UCB, LBNL, or UIUC (the
owner) will still be free to continue to use the invention for their own purposes,
AND will be free to make the invention available to non-profit organizations.

4. “Non Exclusive Royalty Free Licenses” (NERFS)

If BP is not interested in an exclusive license, it can elect a non-exclusive,
royalty free (NERF) license to inventions made in the performance of EBI-funded
research.

5. UCB'’s explanation of the IP approach for the EBI:

The University stated that because “BP is sponsoring a significant amount of
research and is also providing funding for ten new faculty positions (seven at
Berkeley and three at lllinois), they require some certainty about the ultimate
costs of licensing EBI inventions.”

The University noted that such a request from an industrial partner in this kind of
research alliance is not uncommon.

C. The “Profit Myth” in Technology Transfer

1. The University emphasized that the importance of generating licensing
revenue is not a primary goal of the EBI or the technology transfer program
in general. The “primary mission” of UC’s technology transfer program is to
“benefit the public.” '
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2. The University emphasized that “most researchers value funding for research
more than speculative licensing income.”

3. Historically and presently, most university technology transfer offices do not
generate significant profit margins on their IP licensing and patenting.

Notable examples of university inventions that have been extraordinarily
successful in generating IP licensing revenue for universities include:
Gatorade™ from the University of Florida, Warfarin™, a drug that prevents
blood clotting from the University of Madison Wisconsin, a method for gene
splicing from Stanford and the University of California at San Francisco, a
cell transformation method from Columbia. Recent examples have been
described in licensing surveys such as:

http://autm.net/events/File/US_LS O05Final(1).pdf and
http://www.betterworldproject.net/

4. Key facts (Source: Streitz, UC Office of the President data)
In FYO05, the UC system, which is considered to have a relatively
successful technology transfer program in terms of income, generated
$55 million from technology transfer and IP licensing (approximately 2%
of the total research budget).
The top 25 inventions account for 70% of this $55 million.
Based on a study of UC data over a 20 year period ending in the mid
1990’s, only 1 out of 400 disclosed inventions make $1 million or more in
their lifetime.

V. Project Selection and Funding Structure

A. Selection of Proposals
The initial round of project selection will go through a four step process.

1. An extended committee comprised of the executive committee plus additional
academic experts from the partnership institutions will review a pool of pre-
proposals. At this stage, the pre-proposals are evaluated and returned with
comments. A significant portion (greater than half) of pre-proposals will be
removed from consideration at this step.

2. The investigators whose pre-proposals are deemed suitable will be invited to

submit a full proposal for external review. Independent review panels in the
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various fields supported by the EBI will be chosen to evaluate the full proposals.
These panels will be comprised of academics that are not associated with the
EBI or employees of any of the partner institutions.

3. As s standard in academic proposal processes, faculty submitting proposals
are asked to suggest five possible reviewers for their proposal. The Executive
committee will use this list, plus their own knowledge of who is expert in the field
to select the external reviewers for each proposal.

4. The final selection of the projects to be funded will be chosen by the executive
committee based on scores given during the external review process. The
specific amount of funding for individual fields is not yet determined, and will be
decided at this step in light of complete budget considerations and the overall
EBI mission.

5. Selections are sent in the budget package to the GB for final approval.
B. Scope of Projects

1. There will be two levels of funding, the first designed to support approximately
6-7 people (program grant), and the second being a smaller award designed to
support 2 people (project grant).

2. Specific percentages of research projects chosen and funded in each of the
respective labs will not be predetermined but instead awarded solely on a merit
basis.

3. Funding will only be terminable prior to the date of completion contemplated in
the Scope of Work agreement in the unlikely event on non-performance.
Otherwise, decisions to extend or terminate funds will be made according to the
Scope of Work agreement.

4. There will be no minimal level of funding mandated in the final agreement for
the Socio-Economic Systems Program or any of the four non-social science
programs to be housed at EBI. This decision will be left to the discretion of the
Executive Committee, which consists almost entirely of academic from UCB,
LBNL and UIUC.

5. Receiving funds from BP through the EBI will in no way limit from whom a
researcher can receive other funding. '
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6. At present, approved research projects under the EBI are expected to be solely

funded by BP. The State of California has committed funding for the capital
projects. A given research project could propose mixed funding though, and it
could be allowed on a case-by-case basis by the actions of the executive
committee and the governance board.

C. Annual Report

1.

An annual report will be made publicly available that includes information about
which projects were funded, how many invention disclosures have been made to
the three institutions, how many have been patented and/or licensed, (and how
many publications have resulted?).

. What projects were denied funding will not be included in the Annual Report.

The administration mentioned that there could be priority, privacy and California
Public Records Act issues with releasing proposals before they are funded or if

they are not funded. Furthermore, it was stated by the Administration that most
researchers would not want such information regarding their denial from funding
published.

VI. The EBI’'s Presence on Campus

A. BP Interactions in Academic Life

1.

The proposal states that BP EBI participants will be granted access to
“Participation in the development, design, and delivery of courses and seminar
series.”

In the final agreement, BP participants will not be involved in “development,”
“design” or “delivery” of curricula other than as invited guest lecturers for
courses, seminars and symposia.

B. Cross-fertilization and collaboration

Workshops will be offered to undergraduates, graduate students, and faculty where
the issues being examined at the EBI will be discussed in an open, public setting
and attendees will have the opportunity to have a cross-disciplinary dialogue. More
details on this workshop curriculum will be available in the fall.
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C. Public Relations

UCB will retain a right to review and approve any use of its name or the UC name
in any advertising/marketing publications by BP discussing the EBI on a case-by-
case basis.

VII. EBI Governance

A. Governing Board (GB)

1. The proposal (p. 8) states that the GB will consist of 5 university representatives
and 3 BP representatives.

2. In the final agreement, BP will have an additional representative on the GB and
UIUC will have only one member, leaving a ratio of university to BP representation
at4:4.

The initial university representatives on the GB will be LBNL Director Steve Chu,
UCB Vice Chancellor Beth Burnside, UCB Chemistry Professor and LBNL Deputy
Director Graham Fleming, and UIUC Vice Chancellor of Research Charles
Zukowski.

According to the administration, the logic of a 4:4 split is that by every one member
having “virtual veto power” over the GB, consensus will be promoted.

B. Executive Committee (EC)

The Executive Committee will consist of the EBI Director (UCB faculty), EBI Deputy
Director (UIUC Faculty), EBI Associate Director (BP), and the six program directors
(UCB/LBNL/UIUC). Thus the EC has an 8:1 ratio of academic to BP representative.

As part of the proposal cycle, the EC will identify research areas where we have
gaps. They will develop a UCB FTE request for the last five faculty positions based
on this information and submit the request to the provost. The provost will distribute
the requested search areas to deans and chairs and those departments interested
in housing one (or some) of the positions will self identify.

The EC is currently operates in a less formal capacity, since there is no contract yet.
The program directors/EC members will likely be derived from out of the proposal
process and FTE searches and will be appointed by the director,.. -~
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C. ECvs. GB

The EC will carry the primary responsibility for assessing the substantive merit of
proposals. The proposals that are selected by the EC for funding will be presented
as a slate to the GB.

The GB will not have line-by-line discretion over which proposals are funded and
which are not. Rather, they will simply have an up or down vote as to whether the
entire slate of proposals as part of the larger annual budget will be approved or
rejected.

D. Hiring New EBI Faculty

1. The standard faculty search process will be followed.

A search committee will be appointed by the home department(s) that will include
an appropriate faculty member from the EC. The department(s) will select its
candidate and put the appointment case through the dean to Academic Personnel
and the Budget Committee.

In the case that a search gets off-track and the candidates don't fit the expertise
outlined by the EC in their FTE request, the department could choose to hire into a
non-EBI position (if it fit into their approved search plan) or the search would be
considered a "failed search".

E. Conflict of Interest

1. Governed according to standard UCB protocol.

When the director and deputy director are approved for research funding, they have to
file a conflict of interest disclosure as part of the project set-up. If there is a positive
disclosure, it is reviewed by the institution's Conflict of Interest Committee to evaluate
whether a conflict exists. If the committee determines that a conflict exists, it works with
the professor to come up with a conflict management plan.

As is the case with all instances of COI review, if a faculty member had stock or any
other financial interest in a sponsoring organization like BP, the COIl committee would
evaluate this interest on a case by case basis.

The purpose of the COl committee review is not solely to determine that a conflict
exists under CA State laws and/or UC policy, such as by verifying that an employee’s o

e
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personal holdings or payments meet State-determined threshold amounts of having a
“financial interest” in a company. The committee also determines if a given conflict is
manageable by the campus. The committee can implement a management plan, or it
can disallow a proposed activity, such as a gift or research funding.

See COI website for more details @ http://researchcoi.berkeley.edu/
F. BP Investigator Conduct

1. The Administration states that because “BP investigators are not faculty, the
faculty code of conduct does not apply to them per se. However, standards
regarding research integrity, safe workplace, etc apply to the entire university
community. The BP investigators will have the equivalent of visiting scholar
status. In the event that a problem arises, we would work with the EBI in the
same way that we would work with any host department to resolve the
situation.”
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