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Columbia’s Pursuit
Of Patent Riches
Angers Companies

College Try

As University Seeks to Extend
A $600 Million Bonanza,
Biotechs Refuse to Pay Up

Debate Over Academic Values

By BERNARD WYSOCKI JR.

~ NEW YORK-In the fall of 2000, Co-
lumbia University faced a problem famil-
iar to many drug companies: A group of
lucrative patents was about to expire.

The patents were based on the work
of three Columbia professors who laid
the groundwork for a powerful new way
to manufacture biotechnology drugs. Co-
lumbia had licensed these methods to
more than 30 biotech companies and was
bringing in nearly $100 million annually
in royalties when, after 17 years, the pat-
ents ran out.

“In the near future, our revenues are
likely to drop sharply,” warned Jonathan
Cole, then Columbia’s provost, in an Octo-
ber 2000 internal document.

What Columbia did to replace those
revenues might have been lifted from the
playbook of an aggressive U.S. corpora-
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tion. Through legal maneuvering, Colum-
bia won a new patent in 2002 with similar
claims as the old ones. Soon, Columbia
demanded more royalties—until
2019—from various companies. Many
balked.

sity. He says critics are “applying a dou-
ble standard” to Colunibia—one that al-
lows corporations to be tough but de-
mands that universities be wimps.

Columbia says royalty rates. are too
small—typically 1% or 2%—to make a se-
rious dent in the public’s pocketbook.
The university’s outside litigation attor-
ney, David Gindler of Los Angeles-based
Irell & Manella, says a 1980 law requires
universities to defend intellectual prop-
erty that they have developed with the
federal government’s money. And Colum-
bia notes that it plows much of the money
it makes back into research that could
produce more medical advances.

Some recent cases suggest that univer-
sities’ aggressiveness has limits. Last
month, the U.S. Supreme Court refused to
hear an appeal by the University of Roch-
ester in a fiercely fought patent case
against Pfizer Inc. The university spent
millions of dollars in a fruitless effort to ex-
tract millions of dollars in patent royalties
from sales of anti-inflammatory drugs

¢ such as the blockbuster Celebrex, which is

now running into safety concerns. And Co-
lumbia’s attempt to exploit its new patent
ran into criticism from a judge this year.
The university has backed off trying to col-
lect most royalties on its 2002 biotech
patent, at least for now.

More disputes are likely since the num-
ber of patents controlled by universities

. hasrisen rapidly. Before 1980, universities
! typically won about 250 patents a year. In
. 2003, 195 universities and other research
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institutions received 3,933 U.S. patents, up
12% from the previous year, and generated
$1.3 billion in licensing income from pat-
ents, according to the Association of Uni-
versity Technology Managers.

Seeking money from patents is still a

! hit-or-miss proposition, but universities
. have been captivated by the chance for

. home runs. Seminal discoveries by Stan-
- ford University’s Stanley Cohen and the
- University of California’s Herbert Boyer

in how to combine pieces of DNA brought
the two universities more than $200 million
in royalties in the 1980s and 1990s as bio-
tech companies flocked to use them. The
Cohen-Boyer patents expired in 1997. Pat-
ents connected with the cancer drug Taxol
have enriched Florida State University.
Much of the rise in patenting can be
traced to the 19801aw, called the Bayh-Dole
Act, which allowed universities to retain
the rights to intellectual property devel-
oped on federal research grants. Obtain-
ing such rights had been rare and difficuit

‘before. The purpose of Bayh-Dole was to

give universities an incentive tp transfer
their discoveries to industry.

One concern is that the patent system
rewards secrecy on the part of professor-
inventors until patent papers are filed.

! Professors are coached to avoid disclo-
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. from the burgeoning numbers of “technol-
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. ogy transfer” offices on U.S. campuses.

To many academics, secrecy is in itself a
bad thing on campus. Others fear that
scientific progress will be impeded if re-
searchers can't debate ideas openly
among themselves.

“This process of profit-seeking...can eas-
ily get out of hand and erode essential val-
ues of the university,” said Derek Bok, the
former president of Harvard University, in
an interview last year in National
CrossTalk, published by the National Cen-
ter for Public Policy and Higher Education,
Mr. Bok is the author of a book that criticizes
excessive commercialization of academia.

By some measures, Columbia’s tech-
nology-transfer office, Science & Technol-
ogy Ventures, is in a league of its own. It
boasts 27 staffers, many with industry ex-
perience. They scour the campus looking
for discoveries, help professors draw up
their patent papers, and then handle the
bustness side of licensing deals. Columbia
alsohas a powerhouse in-house legal team
to defend its intellectual property.

In the year ended June 2003, Columbia
ranked No. 1 among universities in licens-
ing revenue, pulling in $178.4 million. That
figure fell to $116.2 million in the year
ended June 2004 as Columbia lost biotech
royalties. The university shares 20% of the

_ poyalty income with the inventor and an-

other 20% with his or her lab. Most of the
rest goes to academic programs.

Spearheading Columbia’s effort is
Michael Cleare, who was hired in 2000 to
Help Columbia replace the lost revenue of
expiring patents. Dr. Cleare spent 30
years at the chemical company Johnson
Matthey PLC, where he headed the phar-
maceutical materials and electronics ma-
terials groups.

Working from cramped offices at Co-

# lumbia’s engineering school, the bearded,
" British-born Dr. Cleare has searched for

breakthroughs right in his own building.
To illustrate, he picks up a sample of a
glass-and-concrete composite, a Columbia-
patented building material that has just be-
guntodeliver royalties. For another prom-
ising venture, Dr. Cleare and an engineer-
ing professor have traveled to Asia several
times, where they have struck deals to li-
cense Columbia’s patents in flat-panel lig-
uid-crystal displays.

Last year, Columbia made 443 patent
applications world-wide, up from 178 in
2000, and completed 44 new technology-li-
censing deals, double the number in 2000.
Still, the university has yet to fully re-
place the huge stream of royalties from
the so-called Axel patents, one of the
greatest patent bonanzas of all time.

The original scientific work was car-
ried out by Richard Axel and two Colum-
bia colleagues. Their discoveries, at the
dawn of the biotech age in the 1970s, in-
volved methods of inserting genes into the
DNA of a cell. The methods made it possi-



ble to turn cells into factories producing a
specific protein. This was a boon to the
fledgling biotech industry, which sought
to use human proteins rather than chemi-
cals as the basis of drugs.

Dr. Axel, awarded the Nobel Prize in
medicine this year for different work, says
he is proud that his earlier work helped in
the development of important drugs but
never imagined this outcome at the time.
And although he has received millions of
dollars as his share of Columbia’s royalty
stream, he says professors shouidn’t do
their work looking for a commercial pay-
off. “It would diminish the science,” Dr.
Axel says. .

The university’s administrators, how-
ever, did have a keen eye for both patent
and payoff. They
submitted a patent
application on the
Axel discoveries in
1980, which the U.S.
government
granted in 1983. Be-
cause the. original
patent application
preceded the Bayh-
Dole Act by a few
months, Columbia
negotiated its deal
with the National In-
stitutes of Health
under earlier rules.
! Columbia asked the NIH for permission
. to license the patents exclusively. NIH
said no, forcing Columbia to offer nonex-
clusive licenses. The NIH also got Colum-
bia to promise it wouldn't charge “unrea-
sonable” royalties. The Bayh-Dole Act
doesn't set such explicit rules about royal-
ties.

Several of the products using the Axel
patents have become blockbusters total-
ing billions of dollars in sales. Among
them are Avonex, a Biogen Idec treat-
ment for multiple sclerosis; Genzyme
Corp.’s Cerezyme for Gaucher’s disease;
and several products of Genentech Inc.
Over the course of nearly two decades,
biotech companies paid Columbia
roughly $600 million, the university says.
i Columbia’s patents “were a seminal
invention in helping companies to manu-
facture products;” says Mr. Bucknum of
Biogen Idec. “We paid them willingly,
without question.”

In the spring of 2000, just a few months
before the Axel patents were set to expire,
Columbia tried to get a 15-month patent ex-
tension from Congress, enlisting Sen.
Judd Gregg, a Republican from New
Hampshire and Columbia alumnus. It said
the extension would make up for the delay
in receiving royalties that Columbia expe-
rienced while the drugs that used its pat-
ents were under regulatory review. Colum-
bia said the extension would give it an-
other $70 million to $100 million. The
money, it said, would augment research
and benefit the public. But the proposal
failed in Congress.

Columbia had another plan to save its
patents. In 1995, the university had se-
gcretly filed a new patent application at the

1

Michael Cleare

U.S. Patent and Trademark Office. It was
similar to the old Axel patents but with
some tiny differences. For example, the
old patent referred to “proteinaceous mate-
rial” while the new one used the more spe-
cific word “glycoprotein.” Biotech compa-
nies say that’s like patenting a “rodent
trap” and then trying to get a new patent
for the same device as a “mouse trap.”

Under the law at the time, a patent appli-
cation didn’t have to be disclosed until the
patent was issued. Columbia madeits filing
just one day before new rules took effect
that woutld have limited its ability to coliect
royalties. The university then amended the
application several times, delaying the deci-
sion date until after the old patent expired.
In 2002, the patent office ruled in Colum-
bia’s favor, awarding it a new patent.

The 2002 patent permitted Columbia to
demand royalties from its licensees for an-
other 17 years—which it promptly did. The
university succeeded in getting twoof its op-
ponents to settle out of court, but several of
the biggest companies continued to fight.

When the first hearing was held in
June 2004 in U.S. District Court in Bos-
ton, the Columbia side walked in with
eight lawyers. They all introduced them-
selves, prompting Judge Mark Wolf to
interrupt and say: “I thought Columbia
was a nonprofit organization ‘'who
couldn’t afford this litigation.”

Judge Wolf, under whom the various
cases were consolidated, said in August
that he found testimony against the nov-
elty of Columbia’s 2002 patent “compel-
ling.” He said the biotech companies
were likely to prevail. Columbia then
withdrew royalty demands on the new
patent. On Nov. 5, Judge Wolf concluded
that there wasn’t a current dispute and
dismissed most of the case.

The biotech companies considered
that a victory, since Columbia withdrew
demands for payments on the new patent
and gave up “hundreds of millions of dol-
lars in potential royalties over the life of
the patent,” says Donald Ware of Boston-
based Foley Hoag LLP, whose clients in-
clude Biogen Idec. However, several drug
companies are still squabbling with Co-
lumbia over details—among them Wy-
eth, which wants Columbia to refund
some royalties already paid.

Columbia is fighting on a second front
against a small New York nonprofit
called the Public Patent Foundation,
which has asked the U.S. patent office to
revoke the 2002 patent altogether. The
patent office accepted the foundation's
request and is re-examining the patent.

For its part, Columbia is asking the
patent office to “reissue” the 2002 patent
with new broader claims, although the ba-
sic discoveries behind the new claims are
still the ones Dr. Axel and colleagues made
in the 1970s. Theoretically at least, if the
patent office agrees to reissue the patent
Columbia can press the companies for roy-
alties. “I keep hoping this vampire has a
stake in its heart,” says Biogen Idec’s Mr.
Bucknum, “but I think it will be back.”

—Antonio Regalado
contributed to this article.




