Calendar No. 541

97tH CONGRESS }

{ ReporT No.
2d Session

SENATE 97-381

FEDERAL PATENT POLICY

REPORT

together with
ADDITIONAL AND MINORITY VIEWS

OF THE

SENATE COMMITTEE ON COMMERCE,
SCIENCE, AND TRANSPORTATION

ON
S. 1657

Entitled the “Uniform Science and Technology
Research and Development Utilization Act”.

-May 5 (legislative day, APriL 18), 1982.—Ordered to be printed

e

U.S. GOVERNMENT PRINTING OFFICE
91-376 O WASHINGTON : 1982




Calendar No. 541

97Tres CONGRESS SENATE REPORT
2d Session No. 97-381

UNIFORM SCIENCE AND TECHNOLOGY RESEARCH AND
DEVELOPMENT UTILIZATION ACT
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Mr. Packwoobn, from the Committee on Commerce, Science, and
Transportation, submitted the following

REPORT

together with

ADDITIONAL AND MINORITY VIEWS

[To accompany S. 1657]

The Committee on Commerce, Science, and Transportation, to
which was referred the bill (S. 1657) a bill entitled the ‘“Uniform
Science and Technology Research and Development Utilization
Act,” having considered the same, reports favorably thereon with
an amendment in the nature of a substitute and recommends that
the bill do pass.

Purposk orF BiLL

The purpose of this bill is to ensure that the results of Govern-
ment funded research conducted under contracts, grants or cooper-
ative agreements are governed by policies that foster their transfer
into the economy in the form of new technologies, products and
processes. In particular, it is designed to ensure that the incentives
of the U.S. patent system encourage private investment. The Com-
mittee has found that current policies and practices governing the
rights to inventions made under Government contracts often stifle
rather than promote the application of these results. This bill is in-
tended to reverse this situation, while also establishing appropriate
safeguards to protect the public interest.
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needs or to meet requirements for public use specified by federal
regulations. Such determinations are subject to judicial review.

NEED FOR THE LEGISLATION

It is widely rcognized that the rate of increase in American pro-
ductivity is growing at a slower rate than anytime in th post World
War II era and less than that of most other industrialized nations.
There is no single explanation or solution for this lag in productiv-
ity, but it is clear that an important factor affecting productivity
and economic vitality is the success of commercializing innovative
products, processes and technologies.

The U.S. Government currently supports over $40 billion of re-
search and development, most of it performed through contracts,
grants, and cooperative agreements. These research and develop-
ment efforts frequently result in inventions with potential signifi-
cant commercial applications. However, current Federal policy
with respect to the allocation of rights to the results of federally
sponsored research and development varies widely among agencies
and often inhibits the commercial utilization of these results.

The policy of the Federal Government has generally been to re-
quire that title to a contractor’s invention made under a Federal
contract, be transferred to the Government. Ownership to thou-
sands of inventions have been acquired in this manner, with fewer
than 5 percent of these inventions ever being successfully commer-
cialized. Testimony presented to the Committee indicates that usu-
ally these inventions require significant amounts of risk capital to
develop into a product or process that can be brought to the mar-
ketplace.! With the Federal Government holding title, and offering
nonexclusive licenses for its use, there is little economic incentive
for a company to risk the cost to develop these inventions.

LEGISLATIVE HISTORY

In the 95th Congress, Senator Schmitt introduced S. 3627, Sci-
ence and Technology Research and Development Utilization Policy
Act. That bill constituted an effort to establish a uniform Federal
policy toward the results of inventions developed under Federal
R & D contracts. The same initiative was introduced in the 96th Con-
gress as S. 1215. Hearings were held in the summer and fall of
1979, before the Subcommittee on Science, Technology, and Space.
Although this bill was not enacted into law, a more limited ap-
proach was approved by the Senate to become Public Law 96-517.
That act only addressed universities and small businesses involved
in the performance of Federal R & D contracts, granting them, in
most cases, a first right of refusal to title in inventions made in the
course of that work. That act applies only to a small section of the
private sector which performs work for the Government. A far
greater portion of the $40 billion being spent by the Federal Gov-
ernment for R & D goes to other than un1vers1t1es nonprofit orga-
nizations and small businesses.

1 Cruzan Alexander, ‘“Federal Patent Policy,” U.S. Senate Committee on Commerce, Science,
and Transportation, hearing, Pt. 2, serial No. 97-70, p. 54.
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3. The agency may now retain the right to license or limit the
rights of a contractor for four reasons:

—The security of intelligence operations is threatened.

—Exceptional circumstances exist which are now to be deter-
mined on a case-by-case basis.

—The contractor is not located in the United States, or is a
foreign government.

—Retention of rights are necessary to fulfill an international
agreement.

Two reasons for reduction of rights by the agencies have been de-
leted. These are if:

—The contract is to provide a product required by govern-
ment regulations, or

—The contractor is a Government-owned, contractor-operat-
ed facility (GOCO).

If a product is expected to be required by Government regula-
tions, it is assumed by the Committee that this situation would re-
quire the exercise of the exceptional circumstance provision.

It is the Committee’s intent that commercial rights to results of
Government supported research be transferred to the contractor
with few exceptions. Research performed in Government-owned,
contractor-operated facilities is no exception. The Government is
not in the business of developing inventions for commercial use,
and has little incentive to promote the use of patents it would
retain for its own use. The Government may be a user of these in-
ventions, and will retain a royalty-free license to use the patents.
National laboratories, regardless of their funding mechanisms,
should serve national interests.

The Committee intends that the balance of royalties earned on
subject inventions by the contractor operating such a facility, after
payment of expenses incidental to the administration of such in-
ventions, be utilized to augment scientific research. It is expected
that such an institutional incentive will enhance the productivity
and contribution to technological innovation to the Nation by such
research centers.

Similarly, it has been pointed out that some GOCO contractors
may be doing research in fields such as the production of nuclear
fuels that have been controlled by the Government for national se-
curity purposes. In such cases, the public interest might require
the invocation of the “exceptional circumstance” provision. Howev-
er, in general, the Committee feels that the taking of title by the
Government should not be the automatic response by the agency to
such circumstances. The control of this information is best ad-
dressed through laws and regulations governing the classification
and handling of classified materials and through the use of secrecy
orders in the patent office.

4. Information revealed in a march-in proceeding will be deemed
commercial or financial information exempt from disclosure under
the Freedom of Information Act (FOIA) as will that information
contained in the periodic reports required of contractors regarding
their efforts toward commercialization of a subject invention.

This provision was added to prevent the loss of valuable propri-
etary information. By deeming this information as privileged and
confidential, and exempt from disclosure under FOIA, the likeli-
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ing the applicability of the antitrust laws to transactions and con-
duct engaged in pursuant to this Act. Section 402 was substituted
for the antitrust provisions (section 303(4) and 304(a)4)) of the origi-
nal bill which delegated unprecedented responsibilities to the agen-
cies. The types of transactions and conduct subject to antitrust
scrutiny will be determined by judicial interpretation of current
antitrust laws.

8. Judicial review for appeal of a march-in proceeding is now pro-
vided before the Court of Claims. Originally, this was to be subject
to a determination made by the Secretary after a formal hearing.

9. Provisions requiring the contractor to disclose, elect to file on
or file on his invention within a “reasonable time” have been clari-
fied to mean the contractor must:

—Disclose an invention within a reasonable time after the
invention becomes known to contractor personnel charged with
administering patents.

—Elect to file within 2 years after disclosure, or earlier if a
statutory bar date has been initiated through publication or
sale.

—File prior to any U.S. statutory bar date.

The definitions for reasonable time for electing to file, and filing
on a subject invention have been taken from the regulations pres-
ently governing these procedures under Public Law 96-517. Larger
contractors often experience delays in disclosing such information
due to the complexity of the corporate operating practices, physical
distance between laboratory and administration centers, communi-
cation and translational delays. The Committee intends that agen-
cies not interpret this section in an overly restrictive manner
which will frustrate the intent of the act. Agencies are to take into
account such delays in defining reasonable time to begin at the
point the invention becomes known to contractor personnel respon-
sible for administering patents.

10. A provision has been added requiring a statement on the U.S.
patent application specifying that the invention was produced with
government support. This will assist in the ready identification of
inventions subject to the provisions of this act.

11. The section on government licensing has been deleted from
this amendment, since that authority is provided in Public Law 96—
517. Instead of repealing Public Law 96-517 and addressing all con-
tractor groups in a uniform fashion, the Committee has amended it
to be consistent with the provisions of this act. Therefore the li-
censing authority granted the government in Public Law 96-517 re-
mains intact.

It is the Committee’s intent that agencies make every reasonable
effort to promote the commercialization of Government owned in-
ventions. Overly rigid interpretations of past laws directing such
inventions to be made “freely available” have prevented on occa-
sions, the issuance of exclusive licenses. Such licenses should be
used as incentives when necessary to encourage commercialization
by the private sector. ‘

91-376 0 - 82 - 2
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year thereafter would be sufficient to carry out the provisions of
Public Law 96-517 as well as the requirements of S. 1657.
Should the Committee so desire, we would be pleased to provide
further details on this estimate.
Sincerely,
Avice M. RivLIN, Director.

REGULATORY IMPACT STATEMENT

In accordance with paragraph 11(b) of rule XXVI of the Standing
Rules of the Senate, the Committee provides the following evalua-
tion of the regulatory impact of the legislation:

The potential economic impacts of S. 1657, as reputed, although
not measurable at present, are expected to be a positive force on
the national economy. This bill will initiate more private invest-
ment in research and development, leading to increased commer-
cialization of products and processes that would languish without
this incentive for investment of private sector risk capital. Lack of,
or delayed utilization should be substantially reduced, especially
for health, medical, and energy related discoveries, providing more
benefits and less cost to our economy. Reduction in staff is expected
among the agency patent attorneys who presently number almost
300. Reduction in the patent activity required by the agencies
should also translate into less Government patents being filed and
will therefore free more patent examiners at the Patent and Trade-
mark Office. The overall economic impact of this bill is expected to
improve this nation’s technology base, stimulate productivity and
lead to economic growth.

This bill should create no additional reporting or record keeping
requirements which are excessive or unduly burdensome. A reduc-
tion in paperwork burden is expected for both the government
agencies as well as for the contractor. A yearly report to the Con-
gress by the Secretary of Commerce is required which will cata-
logue the impact of this Act on disclosures and the disposition of
subject inventions.

This bill will also have no negative impact on personal privacy.
Confidential business information including background rights sur-
rounding subject inventions are meant to be protected. For this
reason agencies are directed to treat such proprietary information
as exempt to the Freedom of Information Act.

SEcTION-BY-SECTION ANALYSIS
Section 101—Findings

Patented inventions arising from the performance of Federal
R & D contracts are a valuable national resource which should be de-
veloped and commercialized for the public benefit. Currently, Fed-
eral agencies administer a number of inconsistent policies which
inhibit the commercial utilization of research results. To maximize
technological progress, there is a need for establishment and imple-
mentation of a Government-wide policy for the management and
utilization of the results of Federal funded research and
development.
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regarding the disposition of inventions disclosed to the agencies in
the performance of a federally-funded research or development con-
tract. Inventions disclosed by small businesses and nonprofit orga-
nizations should also be included in this report, together with an
analysis of the effect of this and other Federal policies on the pur-
poses of this act. Such an analysis should include recommendations
to better achieve the purposes of this act.

201(e) These authorities conferred upon the Secretary shall
expire 7 years after enactment unless renewed by the Congress.

Section 301—Rights of the Government

301(a) A Federal agency is authorized under certain circum-
stances to acquire title, the right to license, or to limit the rights of
a contractor to a subject invention. These circumstances are:

(1) When a Government authority, authorized to conduct intelli-
gence activities, determines that limitation of contractor rights is
necessary to protect the security of such activities.

(2) When the agency determines on a case by case basis that an
exceptional circumstance exists which requires such action to
better promote the policy and objectives of this act.

(3) When the contractor is either not located in or does not have
a place of business in the United States, or is a foreign govern-
ment.

(4) When the contract is entered into under a program that im-
plements a formal international agreement or arrangement, so
that rights greater than a nonexclusive license are necessary for
the agency to fulfill its obligations.

The agency shall assume only the rights necessary to fulfill its
contractual obligations. The use of these exceptions is discretion-
ary, and it is not the intent of the Committee that automatic as-
sumption of title by an agency be invoked when one of these four
instances occurs.

In the first situation, section 30la(l), a Government authority
may limit the rights of a contractor to an invention to protect the
security of intelligence activities. The use of secrecy orders in the
patent office, and the laws and regulations governing classification
and handling of classified materials, may better address this con-
cern without the agency assuming title and still provide the neces-
sary secrecy without reducing the incentive to the contractor to
produce further technological advancements.

An agency may determine that an “exceptional circumstance”
exists. It is expected that the “exceptional circumstance” provision
will be used sparingly. By the very nature of being “exceptional,”
it is not possible to anticipate all circumstances which the Commit-
tee would consider ‘“exceptional,” justifying Government owner-
ship. An example of such a situation could be when the contract
calls for development of a specific product, the use of which will be
required by Federal regulation. In such a case, patent incentives
are probably not required to achieve commercialization.

The Committee intends and expects that the provision of “excep-
tional circumstance” will be invoked rarely and only to protect
compelling interests of the general public. Furthermore, the exer-
cise of this authority may not be made as to classes or categories of
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Section 302—Rights of the Contractor

Section 302(a). Whenever a contractor enters into a contract, he
is provided the option of retaining title to any subject invention,
unless limited by those circumstances identified in section 301(a).
The contractor may forfeit this right by failure to disclose or fail-
ure to elect to file, or by not filing, within a reasonable time as
specified in section 305. The Government may also limit the
contractor’s rights by “marching in” in certain circumstances to
force the licensing of a responsible applicant, as provided in section
304.

The title held by the contractor shall not be subject to limita-
tions or conditions other than those specified in sections 301, 304,
and 305. This language is intended to preclude the imposition of
substantive limitations such as recoupment provisions. It is not in-
tended to preclude the imposition of reasonable administrative pro-
visions necessary to enable agencies to ensure that their licenses or
rights are established, provided these are not inconsistent with spe-
cific conditions and policies defined in the act. For example, the
standard provisions issued by the Director could require contrac-
tors to provide copies of patent applications, notify the government
of filings, or place conditions upon the contractor to have appropri-
ate arrangements with its employees to ensure that rights entitled
to the government may be transferable under this act.

Section 302(b) provides that in cases where the government takes
title to a subject invention, such as when an exception under sec-
tion 301(a) is involved, or when the contractor chooses not to take
title, the contractor will retain at least a nonexclusive license to
use the subject invention, including the right to sublicense affili-
ates, subsidiairies and existing licensees.

Section 3053— Watver

Section 303(a) authorizes agencies to waive all or any part of the
rights of the Government to a subject invention, including the gov-
ernments’ right to a non-exclusive license, if the agency determines
that the interests of the United States and the general public will
be best served thereby, or in situations in which the contractor or
other cosponsors of government supported research are making a
substantial independent contribution. This authority may be used
at any time, at the time of contracting or after an invention is
identified.

Section 303(b) requires that a record of the use of this authority
is kept.

Section 303(c) requires the agency to consider certain specific ob-
jectives in exercising this authority on the basis of “the interests of
the United States and the general public.”

Section 304—March-In

Section 304 is designed to provide a remedy in situations in
which a contractor elects to retain title to a subject invention but
fails to effectively pursue the further development and commercial-
ization of the invention either directly or through licensing efforts.
The Government is authorized to require licensing to a responsible
applicant of a subject invention if:
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It is the Committee’s intent to eliminate any agency’s practice of
demanding without compelling reason background rights during
contract negotiations, and thereby to encourage companies to bid
on Government contracts who do not presently do so because of
this policy.

Section 401-—Repeal of Existing Statutory Research and Develop-
ment Authorizations

Section 401 amends or repeals a series of statutory provisions
containing patent policies inconsisternt with or made redundant by
the act. The intent of this is to provide a uniform government
policy applicable to all government research and development con-
tractors. This section also amends, rather than repeals, Public Law
96-517, to conform to the provisions specified in this act.

Section 402—Relationship to Antitrust Laws

Section 402 provides that nothing in the act shall be deemed to
convey to any person immunity from civil or criminal liability, or
to create any defenses, under the antitrust laws of the United
States.

Section 403—Effective Date

Section 403(a) provides that the act will take effect six months
after its date of enactment.

Section 403(b) authorizes agencies to allow contractors to retain
title to subject inventions made under contracts predating the ef-
fective date of the act, subject to the same terms and conditions as
would apply if the contract had been entered into after the effec-
tive date of the act.

Rowir Carr Vorgs iN COMMITTEE

CHANGES IN EXI1STING Law

In compliance with paragraph 12 of rule XXVi of the Standing
Rules of the Senate, changes in existing law made by the bill, as
reported, are shown as follows (existing law proposed to be omitted
is enclosed in black brackets, new material is printed in italic, ex-
isting law in which no change is proposed is shown in roman):

Tue Act or Aucgusrt 14, 1946

Section 205 of that Act

(a) In carrying out the provisions of title IT of this Act, the Secre-
tary of Agriculture may cooperate with other branches of the Gov-
ernment, State agencies, private research organizations, purchas-
ing and consuming organizations, boards of trade, chambers of com-
merce, other associations of business or trade organizations, trans-
portation and storage agencies and organizations, or other persons
or corporations engaged in the production, transportation, storing,
processing, marketing and distribution of agriculture products
whether operating in one or more jurisdictions. The Secretary of
Agriculture shall have authority to enter into contracts and agree-
ments under the terms of regulations promulgated by him with

91-376 0 - 82 - 3
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[(a) The Secretary shall conduct research, testing, development,
and training necessary to carry out the purposes of this title, in-
cluding, but not limited to—

[ (1) collecting data from any source for the purpose of deter-
mining the relationship between motor vehicle or motor vehi-
cle equipment performance characteristics and (A) accidents
involving motor vehicles, and (B) the occurrence of death, or
personal injury resulting from such accidents;

F(2) procuring (by negotiation or otherwise) experimental
and other motor vehicles or motor vehicle equipment for re-
search and testing purposes;

L(3) selling or otherwise disposing of test motor vehicles and
motor vehicle equipment and reimbursing the proceeds of such
sale or disposal into the current appropriation available for the
purpose of carrying out this title

[ () The Secretary is authorized to conduct research, testing, de-
velopment, and training as authorized to be carried out by subsec-
tion (a) of this section by making grants for the conduct of such re-
search, testing, development, and training to States, interstate
agencies, and nonprofit institutions.

[(c) Whenever the Federal contribution for any research or de-
velopment activity authorized by this Act encouraging motor vehi-
cle safety is more than minimal, the Secretary shall include in any
contract, grant, or other arrangement for such research or develop-
ment activity, provisions effective to insure that all information,
uses, processes, patents, and other developments resulting from
that activity will be made freely and fully available to the general
public. Nothing herein shall be construed to deprive the owner of
any background patent of any right which he may have thereun-
der.]

THE NATIONAL SCIENCE FoUNDATION AcCT oF 1950

Section 12 of that Act

Sec. 12. PaTent RiGHTS.—

L(a) Each contract or other arrangement executed pursuant to
this Act which relates to scientific research shall contain provisions
governing the disposition of inventions produced thereunder in a
manner calculated to protect the public interest and the equities of
the individual or organization with which the contract or other ar-
rangement is executed: Provided, however, That nothing in this Act
shall be construed to authorize the Foundation to enter into any
contfractual or other arrangement inconsistent with any provision
of law affecting the issuance or use of patents.}
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entitling the Commission to the title to the application or the
patent the applicant may, within 30 days after notification of the
filing of such a direction, request a hearing before a Board of
Patent Interferences. The Board shall have the power to hear and
determine whether the Commission was entitled to the direction
filed with the Commissioner of Patents. The Beard shall follow the
rules and procedures established for interference cases and an
appeal may be taken by either the applicant or the Comnmission
from the final order of the Board to the Court of Customs and
Patent Appeals in accordince with the procedures governing the
appeals from the Board of Patent Interferences.

[If the statement filed by the applicant should thereafter be
found to contain fales material statements any notification by the
Commission that it has no objections to the issuance of a patent to
the applicant shall nct be deemed in any respect to constitute a
waiver of the provisions of this section or of any applicable civil or
criminal statute, and the Commission may have the title to the
patent transferred to the Commission on the records of the Com-
missioner of Patents in accordance with the provisions of this sec-
tion. A determination of rights by the Commission pursuant to a
contractual provision or other arrangement pricr to the request of
the Commissioner of Patents for the statement, shall be final in
the aksence of false material statements or nondisclosure of materi-
al facts by the applicarit.}

THE NATIONAL AERCNAUTICS AND SFACE AcT oF 1958
Seciion 203 of that Act

(@~b) = = *

-2 * * =

(8) to acquire (by purchase, lease, condemnation, or otherwise),
construct, improve, repair, operate, and maintain laboratories, re-
search and testing sites and facilities, aeronautical and space vehi-
cles, quarters and related accommodations for employees and de-
pendents of employees of the Administration, and such other real
and personal property (including patents), or any interest therein,
as the Administration deems necessary within and outside the con-
tinental United States; to acquire by lease or otherwise, through
the Administrator of General Services, buildings or parts of build-
ings in the District of Columbia for the use of the Administration
for a period not to exceed ten years without regard to the Act of
March 3, 1877 (40 U.S.C. 34); to lease to others such real and per-
sonal property; to sell and otherwise dispose of real and personal
property [(including patents and rights thereunder)} in accord-
ance with the provisions of the Federal Property and Administra-
tive Service Act of 1949, as amended (40 USC 471 et seq.); and to
provide by contract or otherwise for cafeterias and other necessary
facilities for the welfare of employees of the Administration at its
installations and purchase and maintain equipment therefor;

(4)-(18) * * =

(d) For the purpose of chapter 17 of title 85, United States Code,
the Administration shall be considered a defense agency of the
United States.
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such patent be issued to him on behalf of the United States. If,
within such time, the Administrator files such a request with the
Commisgioner, the Commissioner shall transmit notice thereof to
the applicant, and shall issue such patent to the Administrator
unless the applicant within thirty days after receipt of such notice
requests a hearing before a Board of Patent Interferences on the
question whether the Administrator is entitled under this section
to receive such patent. The Board may hear and determine, in ac-
cordance with rules and procedures established for interference
cases, the question so presented, and its determination shall be sub-
iect to appeal by the applicant or by the Administrator tc the
Court of Customs and Patent Appeals in accordance with proce-
dures governing appeals from decisions of the Board of Patent In-
terferences in other proceedings.

[(e) False representations, request for transfer of title to Patent;
notice; hearing; determination; review. Whenever any patent has
been issued to any applicant in conformity with subsection (d), and
the Administrator thereafter has reason to believe that the state-
ment filed by the applicant in connection therewith contained any
false representation of any material fact, the Administrator within
five years after the date of issuance of such patent may file with
the Commissioner a request for the transfer to the Administrator
of title to such patent on the records of the Commissioner. Notice
of any such request shall be transmitted by the Commissioner to
the owner of record of such patent, and title to such patent shall be
so transferred to the Administrator unless within thirty days after
receipt of such notice such owner of record requests a hearing
before a Board of Patent Interferences on the question whether
any such false representation was contained in such statement.
Such question shall be heard and determined, and determination
thereof shall be subject to review, in the manner prescribed by sub-
section (d) for questions arising thereunder. No request made by
the Administrator under this subsection for the transfer of title to
any patent, and no prosecution for the violation of any criminal
statute, shall be barred by any failure of the Administrator to
make a request under subsection (d) for the issuance of such patent
to him, or by any notice previously given by the Administrator
stating that he had no objection to the issuance of such patent to
the applicant therefor.

L) Waiver of rights to inventions; Inventions and Contributions
Board. Under such regulations in conformity with this subsection
as the Administrator shall prescribe, he may waive all or any part
of the rights of the United States under this section with respect to
any invention or class of inventions made or which may be made
by any person or class of persons in the performance of any work
required by any contract of the Administration if the Administra-
tor determines that the interests of the United States will be
served thereby. Any such waiver may be made upon such terms
and under such conditions as the Administrator shall determine to
be required for the protection of the interests of the United States.
Each such waiver made with respect to any invention shall be sub-
ject to the reservation by the Administrator of an irrevocable, non-
exclusive, nontransferrable, royalty-free license for the practice of
such invention throughout the world by or on behalf of the United
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[ (1) the value of the contribution to the United States;

L(2) the aggregate amount of any sums which have been ex-
pended by the applicant for the development of such contribu-
tion;

L(3) the amount of any conpensation (other than salary re-
ceived for services rendered as an officer or employee of the
Government) previously received by the applicant for or on ac-
count of the use of such contribution by the United States; and

[(4) such other factors as the Administrator shall determine
to be material.

[ () Apportionment of awards; surrender of claims to compensa-
tion; limitation on amount; reports to Congressional Committees.—
If more than one applicant under subsection (a) claims an interest
in the same contribution, the Administrator shall ascertain and de-
termine the respective interests of such applicants, and shall ap-
portion any award to be made with respect to such contribution
among such applicants in such proportions as he shall determine to
be equitable. No award may be made under subsection (a) with re-
spect to any contribution—

I (1) uniess the applicant surrenders, by such means as the
Administrator shall determine to be effective, all claims which
such applicant may have to receive any compensation (other
than the award made under this section) for the use of such
contripution or any element thereof at any time by or on
behalf of the United States, or by or on behalf of any foreign
government pursuant to any treaty or agreement with the
United States, within the United States or at any other place;

[(2) in any amount exceeding $100,000, unless the Adminis-
trator has transmitted to the appropriate committees of the
Congress a full and complete report concerning the amount
and terms of, and the basis for, such proposed award, and
thirty calendar days of regular session of the Congress have ex- -
pired after receipt of such report by such committees.]

Tue Act or JuLy 7, 1960

Section 6 of that Act

[Skc. 6. PuBLic AVAILABILITY REQUIREMENT, NATIONAL DEFENSE;
PATENT AGREEMENTS.—

[ No research shall be carried out, contracted for, sponsored, co-
sponsored, or authorized under authority of this Act, unless all in-
formation, uses, products, processes, patents, and other develop-
ments resulting from such research will (with such exceptions and
limitations, if any, as the Secretary may find to be necessary in the
interest of national defense) be available to the general public.
Whenever in the estimation of the Secretary the purposes of this
Act would be furthered through the use of patented processes or
equipment, the Secretary is authorized to enter into such agree-
ments as he deems necessary for the acquisition or use of such pat-
ents on reasonable terms and conditions.]
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tivity, without his consent, of any right which that owner may
have under that patent. Whenever any information, copyright, use,
process, patent or development resulting from any such research or
development activity conducted in whole or in part with appropri-
ated funds expended under authorization of this Act is withheld or
disposed of by any person, organization, or agency in contravention
of the provisions of this subsection, the Attorney General shall in-
stitute, upon his own motion or upon request made by any person
having knowledge of pertinent facts, an action for the enforcement
of the provisions of this subsection in the district court of the
United States for any judicial district in which any defendant re-
sides, is found, or has a place of business. Such court shall have
jurisdiction to hear and determine such action, and to enter there-
in such orders and decrees as it shall determine to be required to
carry into effect fully the provisions of this subsection. Process of
the district court for any judicial district in any action instituted
under this subsection may be served in any other judicial district of
the United States by the United States marshal thereof. Whenever
it appears to the court in which any such action is pending that
other parties should be brought before the court in such action, the
court may cause such cther parties to be summoned from any judi-
cial district of the United States. ]

TaE FEDERAL NONNUCLEAR ENERGY RESEARCH AND DEVELOPMENT
Act oF 1974

Section 9 of that Act

Sgc. 9. PaTent PoLicy.—

[(a) Whenever any invention is made or conceived in the course
of or under any contract of the Administration, other than nuclear
energy research, development, and demonstration pursuant to the
Atomic Energy Act of 1954 (42 U.S.C. 2011 et seq.) and the Admin-
istrator determines that—

T (1) the person who made the invention was employed or as-
signed to perform research, development, or demonstration
work and the invention is related to the work he was employed
or assigned to perform, or that it was within the scope of his
employment duties, whether or not it was made during work-
ing hours, or with a contribution by the Government of the use
of Government facilities, equipment, materials, allocated funds,
information proprietary to the Government, or services of Gov-
ernment employees during working hours; or

[ (2) the person who made the invention was not employed or
assigned to perform research, development, or demonstration
work, but the invention is nevertheless related to the contract
or to the work or duties he was employed or assigned to per-
form, and was made during working hours, or with a contribu-
tion from the Government of the sort referred to in clause (1).

title to such invention shall vest in the United States, and if pat-
ents on such invention are issued they shall be issued to the
United States, unless in particular circumstances the Administra-
tor waives all or any part of the rights of the United States to such
invention in conformity with the provisions of this section.
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L9 the extent to which the contract objectives are con-
cerned with the public health, public safety, or public welfare;

£(10) the likely effect of the waiver on competition and
market concentration; and

[(11) in the case of a nonprofit educational institution, the
extent to which such institution has a technology transfer ca-
pability and program, approved by the Administrator as being
consistent with the applicable policies of this section.

F(e) In determining whether a waiver to the contractor or in-
ventor of rights to an identified invention will best serve the inter-
ests of the United States and the general public, the Administrator
shall specifically include as considerations paragraphs (4) through
{11) of subsection (d) as applied to the invention and—

£ (1) the extent to which such waiver is a reasonable and nec-
essary incentive to call forth private risk capital for the devel-
opment and commercialization of the invention; and

[(2) the extent to which the plans, intentions, and ability of
the contractor or inventor will obtain expeditious commercial-
ization of such invention. :

[(f) Whenever title to an invention is vested in the United
States, there may be reserved to the contractor or inventor—

[ (1) a revocable or irrevocable nonexclusive, paid-up license
for the practice of the invention throughout the world; and

[(2) the rights to such invention in any foreign country
where the United States has elected not to secure patent rights
and the contractor elects to do so, subject to the rights set
forth in paragraphs (2), (3), (6), and (7) of subsection (h): Pro-
vided, That when specifically requested by the Administration
and three years after issuance of such a patent, the contractor
shall submit the report specified in subsection (h)(1) of this sec-
tion.

[(g)X1) Subject to paragraph (2) of this subsection, the Adminis-
trator shall determine and promulgate regulation specifying the
terms and conditions upon which licenses may be granted in any
granted in any invention to which title is vested in the United

tates.

[(2) Pursuant to paragraph (1) of this subsection, the Adminis-
trator may grant exclusive or partially exclusive licenses in any in-
vention only if, after notice and opportunity for hearing, it is deter-
mined that—

[(A) the interests of the United States and the general
public will best be served by the proposed license, in view of
the applicant’s intentions, plans, and ability to bring the inven-
tion to the point of practical or commercial applications;

L(B) the desired practical or commerical applications have
not been achieved, or are not likely expeditiously to be
achieved, under any nonexclusive license which has been
granted, or which may be granted, on the invention;

[ (C) exclusive or partially exclusive licensing is a reasonable
and necessary incentive to call forth risk capital and expenses
to bring the invention to the point of practical or commercial |
applications; and

(D) the proposed terms and scope of exclusivity are not sub-
stantially greater than necessary to provide the incentive for
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license in whole or in part, following a hearing upon notice
thereof to the public, upon a petition by an interested person
justifying such hearing—

[(A) if the Administrator determmes, upon review of
such material as he deems relevant, and after the recipi-
ent of the waiver or license, or other interested person, has
had the opportunity to provide such relevant and material
information as the Administrator may require, that such
wailver or license has tended substantially to lessen compe-
tition or to result in undue concentration in any section of
the country in any line of commerce to which the technol-
ogy relates; or

£® unless the recipient of the waiver or license demon-
strates to the satisfaction of the Administrator at such
hearing that he has taken effective steps, or within a rea-
sonable time thereafter is expected to take such steps, nec-
essary to accomplish substantial utilization of the inven-
tion.

£() The Administrator shall provide an annual periodic notice to
the public in the Federal Reggister, or other appropriate publicca-
tion, of the right to have a hearing as provided by subsection (h)X7)
of this section, and of the availability of the records of determina-
tions provided in this section.

() The Administrator shall, in granting waivers of licenses, con-
sider the small business status of the applicant.

T (k) The Administrator is authorized to take all suitable and
necessary steps to protect any invention or discovery to which the
United States holds title, and to require that contractors or persons
who acquire rights to inventions under this section protect such in-
ventions.}

() The Administration shall be considered a defense agency of
the United States for the purpose of chapter 17 of title 85 of the
United States Code.

f(m) As used in this section—

(1) the term “person’” means any individual, partnership,
corporation, association, institution, or other entity;

(2) the term “contract” means any contract, grant, agree-
ment, understanding, or other arrangement, which includes re-
search, development, or demonstration work, and includes any
assignment, substitution of parties, or subcontract executed or

" entered into thereunder;

(3) the term “made”, when used in relation to any invention,
means the conception or first actual reduction to practice of
such invention;

(4) the term “invention” means Inventions or discoveries,
whether patented or unpatented; and

(5) the term “contractor” means any person having a con-
tract with or on behalf of the Administration.

[(n) Within twelve months after the date of the enactment of
this Act, the Administrator with the participation of the Attorney
General, the Secretary of Commerce, and other officials as the
President may des1gnate, shall submit to the President and the ap-
propriate congressional committees a report concerning the appli-
cability of existing patent policies affecting the programs under
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[(3) Any invention made or conceived in the course of, or under,
any contract under this Act shall be subject to section 9 of the Fed-
eral Nonnuclear Energy Research and Development Act of 1974 to
the same extent and in the same manner as inventions made or
conceived in the course of contracts under such Act, except that in
applying such section, the Environmental Protection Agency shall
be substituted for the Energy Research and Development Adminis-
tration and the words “solid waste” shall be substituted for the
word “energy’”’ where appropriate.}

TITLE 35 OF THE UNITED STATES CODE
CHAPTER 38 OF THAT TITLE

Section 201 of that Chapter

Sec. 201. DeriNITIONS.—(2)—(C) * * *

(d) The term “invention” means any invention or discovery
which is or may be patentable or otherwise protectable under this
title or any novel variety of plant which is or may be protectable
under the Plant Variety Protection Act (7 U.S.C. 2321 et seq.).

(e) The term “subject invention” means any invention of the con-
tractor conceived or first actually reduced to practice in the per-
formance of work under a funding agreement: Provided, That, in
the case of a variety of plant, the date of determination (as defined
in section 41(d) of the Plant Variety Protection Act (7 U.S.C. 2401(d)
must also occur during the period of contract performance.

-0 **
Section 202 of that Chapter

Sec. 202. DispositioN oF RigHTS.—

(a) Each nonprofit organization or small business firm may,
within a reasonable time after disclosure as required by paragraph
(c)1) of this section, elect to retain title to any subject invention:
Provided, however, That a funding agreement may provide other-
wise (i) [when the funding agreement is for the operation of a Gov-
ernment-owned research or production facility,} when the contrac-
tor is not located in the United States or does not have a place of
business located in the United States, (ii) in exceptional circum-
stances when it is determined by the agency that restriction or
elimination of the right to retain title to any subject invention will
better promote the policy and objectives of this chapter [or (ii)J ,
(iii) when the funding agreement is entered into under a program
that implements a formal international agreement or arrangement
of cooperation in science and technology, and rights in the Govern-
ment greater than a non-exclusive license are necessary for the
agency to fulfill its obligations under the international agreement
or arrangement; or (iv); when it is determined by a Government au-
thority which is authorized by statute or Executive order to con-
duct foreign intelligence or counter-intelligence activities that the
restriction or elimination of the right to retain title to any subject
invention is necessary to protect the security of such activities. The
rights of the nonprofit organization or small business firm shall be
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utilization or efforts at obtaining utilization obtained as part of a
proceeding under section 203 of this chapter shall be treated by the
Federal agency as commercial and financial information obtained
from a person and privileged and confidential and not subject to
disclosure under section 552 of title 5 of the United States Code.

{(7) In the case of a nonprofit organization, (A) a prohibition upon
the assignment of rights to a subject invention in the United States
without the approval of the Federal agency, except where such as-
signment is made to an organization which has as one of its pri-
mary functions the management of inventions and which is not,
itself, engaged in or does not hold a substantial interest in other
organizations engaged in the manufacture or sale of products or
the use of processes that might utilize the invention or be in com-
petition with embodiments of the invention (provided that such as-
signee shall be subject to the same provisions as the contractor);
L (B) a prohibition against the granting of exclusive licenses under
United States Patents or Patent Applications in a subject invention
by the contractor to persons other than small business firms for a
period in excess of the earlier of five years from first commercial
sale or use of the invention or eight years from the date of the ex-
clusive license excepting that time before regulatory agencies nec-
essary to obtain premarket clearance unless, on a case-by-case
basis, the Federal agency approves a longer exclusive license. If ex-
clusive field of use licenses are granted, commercial sale or use in
one field of use shall not be deemed commercial sale or use as to
other fields of use, and a first commercial sale or use with respect
to a product of the invention shall not be deemed to end the exclu-
sive period to different subsequent products covered by the inven-
tiom;J L(C)F (B) a requirement that the contractor share royalties
with the inventor; and [(D)} (C) a requirement that the balance of
any royalties or income earned by the contractor with respect to .
subject inventions, after payment of expenses (including payments
to inventors) incidental to the administration of subject inventions,
be E1;35ilized for the support of scientific research or education.

( ) k% %

(D) * * *

(g) A Federal agency may at any time waive all or any part of the
rights of the United States under paragraphs (c)4)-(8) of this sec-
tion, section 203, and section 204 of this chapter to any subject in-
vention or class of subject inventions made or which may be made
under a funding agreement or class of funding agreements if the
agency determines (A) that the interests of the United States and
the general public will be best served thereby; or (B) the funding
agreement involves cosponsored, cost sharing or joint venture re-
search or development when the contractor or other sponsor or joint
venturer is required to make or has made a substantial coniribution
of funds, facilities, or equipment to the work performed under the
furding agreement. The agency shall maintain a record, which
shall be made public and periodically updated, of determinations
made under this paragraph. In making such determinations under
clause (A) of this paragraph, the agency shall consider at least the
following objectives:
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(4) An additional $3,000,000 for the fiscal year ending June
30, 1950, and each subsequent fiscal year.

(5) An additional $3,000,000 for the fiscal year ending June
30, 1951, and each subsequent fiscal year.

(6) In addition to the foregoing, such additional funds begin-
ning with the fiscal year ending June 30, 19562, and thereafter,
as the Congress may deem necessary.

The Secretary of Agriculture, in accordance with such regulations
as he deems necessary, and when in his judgment the work to be
performed with be carried out more effectively, more rapidly, or at
less cost than if performed by the Department of Agriculture, may
enter into contracts with such public or private organizations or in-
dividuals as he may find qualified to carry on work under this sec-
tion without regard to the provisions of section 3709, Revised Stat-
utes, and with respect to such contracts he may make advance
progress or other payments without regard to the provisions of sec-
tion 3648, Revised Statutes. Contracts hereunder may be made for
work to continue not more than four years from the date of any
such contract. Notwithstanding the provisions of section 5 of the
Act of June 20, 1874, as amended (81 U.S.C. 713), any unexpended
balances of appropriations properly obligated by contracting with
an organization as provided in this subsection may remain upon
the books of the Treasury for not more than five fiscal years before
being carried to the surplus fund and covered into the Treasury.
Research authorized under this subsection shall be conducted so far
as practicable at laboratories of the Department of Agriculture.
Projects conducted under contract with public and private agencies
shall be supplemental to and coordinated with research of these
laboratories. LAny contracts made pursuant to this authority shall
contain requirements making the results of research and investiga-
tions available to the public through dedication, assignment to the
Goveri}ment, or such other means as the Secretary shall deter-
mine.

(b)) * * *
Tue Feperar Mine Sarery anp HeEavta Act or 1977

Section 427 of that Act

Sec. 427. ConTrACTS FOR CLINICS; RESEARCH AND GRANTS FOR RE-
SEARCH IN PULMONARY DISEASES; APPROPRIATION OF FUNDS.—

(a) * * *

(b) The Secretary of Health, Education, and Welfare shall initiate
research within the National Institute for Occupational Safety and
Health, and is authorized to make research grants to public and
private agencies and organizations and individuals for the purpose
of devising simple and effective tests to measure, detect, and treat
respiratory and pulmonary impairments in active and inactive coal
miners. [ Any grant made pursuant to this subsection shall be con-
ditioned upon all information, uses, products, processes, patents,
and other developments resulting from such research being availa-
ble to the general public, except to the extent of such exceptions
and limitations as the Secretary of Health, Education, and Welfare
may deem necessary in the public interest.}
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and utilization of photovoltaic components and systems, includ-’
ing any further planning and design which may be required to
conform with the specifications set forth in any applicable cri-
teria;

(2) select, as being compatible with the design concepts
chosen under subsection (a)2) of this section, a reasonable
number of photovoltaic components and systems; and

(3) enter into contracts with a number of persons or firms for
the procurement of photovoltaic components and systems, in-
cluding adequate numbers of spare and replacement parts for
such systems.

TaE NATIVE LATEX COMMERCIALIZATION AND EcoNoMIC
DeveLoPMENT Act oF 1978

Section 12 of that Act

[Sec. 12. Relative to the definitions of, title to, and licensing of
inventions made or conceived in the course of or under any con-
tract or grant pursuant to this Act, and notwithstanding any other
provisions of law, the provisions of section 9 and 10 of the Federal
Nonnuclear Energy Research and Development Act of 1974 (42
U.S.C. 5908-9) shall govern.§

Tue WATER RESEARCH AND DEVELOPMENT ACT OF 1978

Section 408 of that Act

L Sec. 408. PATENT PoLICcY.—

With respect to patent policy and to the definition of title to, and
licensing of inventions made or conceived in the course of, or under
any contract or grant pursuant to this Act, and notwithstanding
any other provision of law, the Secretary shall be governed by the
provisions of sections 9 and 10 of the Federal Nonnuclear Energy,
Research, and Development Act of 1974 (Public Law 93-577; &8
Stat. 1887, 1891; 42 U.S.C. 5908, 5909): Provided however, That sub-
sections (1) and (n) of section 9 of such Act shall not apply to this
Act: Provided further, however, That, subject to the patent policy of
section 408, all research or development contracted for, sponsored,
cosponsored, or authorized under authority of this Act, shall be
provided in such manner that all information, data, and knowhow,
regardless of their nature or mediums, resulting from such re-
search and development will (with such exceptions and limitations,
if any, as the Secretary may find to be necessary in the interest of
national defense) be usefully available for practice by the general
public consonant with the purpose of this Act.J}
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owned by the borrower which are necessary for the purpose of com-
pletion and operation of the synthetic fuel project shall be licensed
to the Corporation and its designees on equitable terms, including
due consideration to the amount of the default payments due to the
Corporation.

[(e) Patents, technology, and proprietary rights vested in the
Corporation as a result of default on a loan or loan guarantee
agreement or vested in the Corporation pursuant to subsection (a)
shall be transferred to the Secretary of Energy for administration
under applicable law upon termination and liquidation of the Cor-
poration.

F(fX1) Any contract entered into by the Corporation pursuant to
subtitle E shall be subject to subsections (a) through (m) of section
9 of the Federal Non-Nuclear Energy Research and Development
Act of 1974 (42 U.S.C. 5908(a) through (m)). In applying such sub-
sections to subtitle E.—

f(A) the term ‘“Administrator” in such subsections shall
mean the Chairman of the Board of Directors;

[(B) the term “Administration” in such subsections shall
mean the Corporation;

[(C) the term ‘“United States” in such subsections shall
mean the Corporation;

L(D) the term “Government” in subsections (a) and (d) of
such sections shall include the Corporation for purposes of
such subsection; and

L(E) the term “any Government agency’ in subsection (h)(2)
of such section shall mean the United States.

L(2) Section 9 of the Federal Non-Nuclear Energy Research and
Development Act of 1974 shall not apply to financial assistance
granted pursuant to subtitle D.

[(g) The United States Government shall have a royalty-free,
nonexclusive license to any invention in which the Corporation
owns title or reserves a license pursuant to subsection (a). The Cor-
poration may assign title to any invention in which it has the title .
to the United States Government.]

Uuvernment.  domeumes companies have unwisely parted with
their research results or have been unwilling to export or invest
abroad and have licensed their results to foreign companies.
Through such behavior they have transferred U.S. developed tech-
nology, unwittingly created potential competitors, and failed to ex-
ploit the;ir discoveries to the maximum possible extent.

I realize that “technology transfer” as a discrete issue is not the
subject of this bill. Nevertheless, I do think that we should keep
this phenomenon in mind in developing technology policy.

Title I of this bill specifies the rights of the government. It
shoulc} be made clear that the agency which has the authority to
negotiate with the private party on the terms of the commercializa-
tion should ask how the technolooy will he rmarbotad commo e . T



MINORITY VIEWS OF MR. LONG

This legislation represents the most recent in the continuing
series of efforts to take from the public the benefits of federally fi-
nanced research and development. The disposition of rights result-
ing from government research and development can increase mo-
nopoly and the concentration of economic power or, alternatively,
can spread the resulting benefits throughout society with conse-
quent benefit to the maintenance of a competitive free enterprise
system and more rapid economic growth.

Until recently, the Congress had always recognized these princi-
ples. Until recently, Congress had always provided that the U.S.
Government should acquire title and full right of use and disposi-
tion of scientific and technical information obtained and inventions
made at its direction and its expense. The basic premise was that
inventions should belong to those who pay to have them created.
Without exception, witnesses testified that when a private compa-
ny finances its own research and development, it takes the risk
and retains the exclusive right to the fruits of that risk. This pro-
posed legislation treats the public in a manner which no private
business would tolerate. It is simply a giveaway of public rights for
the benefit of private industry.

Admiral Hyman G. Rickover, widely recognized as an expert in
government finance research and development, has joined me on
many occasion in opposing similar legislation. I commend to my
colleagues his statement before our committee in opposition to thls
ill-conceived proposal which follows.

STATEMENT oF ApM. Hyman G. RICKOVER, DEPARTMENT OF THE
Navy, Navar Sea Systems COMMAND

Admiral Rickover. For the past quarter of a century, various
bills have been introduced in Congress proposing to give large Gov-
ernment contractors monopoly rights to inventions they develop at
Government expense. These bills are proposed in the name of pro-
moting technology, productivity, and economic growth for the
Nation. Proponents of such legislation characterize the present
policy under which the Government retains for use by all citizens
the rights to patents developed at Government expense, as an un-
warranted intervention by Government in the free enterprise
system.

It is contended that only a small number of Government-owned
patents are being used, that the public, therefore, is not getting
maximum advantaged of the large sums it invested in Government-
funded R. & D., and that this is stifling technology by not getting
the ideas contained in these patents to the marketplace. Their pro-
posed solution is to let the Government contractors, large and

(45)
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the Government contract work, to the detriment of their competi-
tors, particularly to the detriment of small business.

Last year Congress passed the University and Small Business
Patent Procedures Act. The act gives universities and small busi-
nesses title to the patents they develop at Government expense. In
testifying on that bill, I pointed out that large corporations would
try to extend to themselves the same special benefits Congress es-
tablished under the act for small businesses and universities.

The bill you are now considering does exactly this very thing. It
reverses the previous legislation by increasing the advantage the
large contractors already have over small businesses. I cannot com-
prehend why Congress would change our laws so that the large de-
fense contractors, companies such as General Dynamics, McDon-
nell-Douglas, United Technologies, and many others, could more ef-
fectively establish monopoly positions in their fields of technology.

There is already far too much concentration of defense business
in these large corporations. They already enjoy advantages that are
not available to the smaller companies. I do not subscribe to the
notion that patent monopolies are necessary to promote technol-
ogy. Good ideas tend to be used with or without patents. There will
always be inventors who contend that they have a wonderful in-
vention no one will finance, if they cannot get exclusive patent
rights. My experience, however, is that over many years, about a
quarter of a century, that behind the euphoric claims of these in-
ventors are very practical problems. And that the reason their idea
is not adopted often has little, if anything, to do with the patent
aspects.

As I see it, the purpose of Government in acquiring title to pat-
ents is not to earn money from the patent or for the Government
to become the salesman or promoter of the inventions; rather, the
purpose is to insure that the public is not prevented from using in-
ventions for which it has paid, that is, the people have paid.

Perhaps the same objective could be achieved by legislation that
would make any inventions developed at Government expense un-
patentable, except those that we need to prevent foreigners from
using them. Alternatively, if Congress ultimately decides that
granting exclusive rights will promote the use of worthwhile tech-
nology, it should set up a system to dispense these rights by public
sale through competitive bidding. In that way, every citizen inter-
ested in the invention would have an equal opportunity to buy the
rights.

The question might arise, if there’s little evidence that Govern-
ment-owned patents are being used, if the vast majority of them
are of little commercial value, and if you think the Government
should not view these patents as income-generating devices, what
is wrong with letting large Government contractors have them?

The answer is twofold:

First, it would be wrong, in my opinion, for the Government to
finance an important breakthrough, say, in the field of energy con-
servation, only to find itself in the position where the contractor
has a 17-year monopoly during which time he alone, for all practi-
cal purposes, could decide whether to make it available for public
use and at what price;
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small, have monopoly rights to inventions developed under Govern-
ment contracts at Government expense.

The premise behind this proposal is that with monopoly rights to
the inventions, contractors will have an incentive to develop and
market inventions that otherwise would not be used.

I recommend that Congress not enact S. 1657. After more than
40 years of dealing with contractors, as well as R. & D. work in a
high technology area, I am convinced that contractors, particularly
large companies, should not be given title to Government-financed
inventions. I believe that enactment of this bill would constitute a
subsidy of large Government contractors and reduce competition.
Companies that contract for R. & D. work generally insist on re-
taining title to all inventions that may result under the contract.
In other words, the rights belong to the party that pays for the
work.

But for Government contracts, however, this bill would reverse
the situation. The one who received the contract, rather than the
one who paid for the work, would retain the patent rights. This is
one basic point. We're setting up two rules of justice. One that
takes care of the large corporations who have lots of money and
the other one that gives them some more money at the expense of
the individual public who paid for it.

That's my main objection to this bill. Congress, by enacting this
bill, would have two sets of laws, one for the rich; one for poor.

If we carry this idea to its logical extension, companies should
give their employees the rights to inventions developed in the
course of their employment. Few do.

Many Members of Congress are in favor of minimizing Govern-
ment intervention in the marketplace. This bill, however, would in-
crease such intervention. The large sums that the Government
spends on R. & D. work, particularly by the Department of De-
fense, has an unavoidable impact in the private sector. It is inevita-
ble that the lion’s share of Government R. & D. expenditures will
continue to go to large corporations, since they alone have the
facilities, resources, and background necessary to undertake most
major R. & D. programs. :

These contracts provide know-how and experience that give these
firms a leg up on potential competitors. To go a step further and
give these contractors monopoly rights to the technology that re-
sults from this work, is to promote an even greater concentration
of economic and political power in large corporations. And that’s
the very thing that all people running for the House or the Senate
are always talking about: The equity of the public. When we come
to enact laws though, which cannot easily be understood by the
public, then we do the opposite.

The sole purpose of a patent is to restrict others from using an
idea. Some large companies, therefore, flood their field of technol-
ogy with patents covering even minor details and concepts of dubi-
ous value. This is so-called defensive patenting. This deters poten-
tial competitors from entering into the new field. They fear getting
bogged down in patent infringement suits, which could consume
large sums in legal fees, as well as years of delay. The bill would
serve to encourage large contractors to extend this practice into
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THE UNITED STATES SYNTHETIC FUELS CORPORATION AcT oF 1980

The table of contents of that Act

TABLE OF CONTENTS
Sec. 100.-171. * * *

Sec. 172. Coordination with Federal entities.
[Sec. 173. Patents.§

Sec. 173. Repealed.

Sec. 174.-805. * * *

Section 173 of that Act

FSec. 173. PATENTS.—

[(a) Any contract to provide financial assistance under subtitle
D in the form of a loan, a loan guarantee, or a joint venture may,
in the judgment of the Board of Directors, require that whenever
any invention is made or conceived in the course of or under such
contract, title to the patent for such invention shall vest in the Cor-
poration. The Corporation shall have the right to license the patent
on a nonexclusive basis.

E®)1) The Corporation may grant a nonexclusive license for the
use of any invention for which it holds the patent but it may not
grant an exclusive or partially exclusive license except as provided
in paragraph (2).

[(2) The Corporation is authorized to grant an exclusive or par-
tially exclusive license for the use of any invention for which it
holds the patent to a responsible applicant or applicants, upon
terms reasonable under the circumstances, on the basis of competi-
tive bids and following an opportunity for a hearing, upon notice in
the Federal Register thereof to the public, only when, in the judg-
ment of the Board of Directors, such exclusive or partially exclu-
sive license is necessary to assure substantial utilization of such in-
vention within a reasonable time.

[(c) Each exclusive or partially exclusive license for the use of
an invention granted under subsection (b) shall contain such terms
and conditions as the Corporation may determine to be appropriate
for the protection of the interests of the United States and the gen-
eral public, including provision for the Corporation, commencing
two years after the grant of a license pursuant to subsection (b), to
terminate such license if (1) it has not been applied to the commer-
cialization of domestic energy resources or (2) steps have not been
taken as necessary to assure substantial utilization of such inven-
tion within a reasonable time.

[(d) Loan or loan guarantee agreements entered into pursuant to
sections 132 and 133, respectively, shall include such terms and
conditions consistent with this subsection with respect to patents as
the Corporation deems appropriate to protect the interests of the
Corporation in the case of default. Such agreements shall require
in the case of default that all patents, technology, and other propri-
etary rights resulting from the synthetic fuel project shall be avail-
able to the Corporation or its designee, to complete and operate the
defaulting project. Such agreements shall contain a provision speci-
fying that other patents, technology, and other proprietary rights
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Trr SurrFace MINING CONTROL AND RECLAMATION Act oF 1977

Section 306 of that Act
Sec. 306. MISCELLANEOUS PROVISIONS.—

(a-) * * *

(d) Uses, products, etc., of research available to general public;
background patents; appropriations for publication of results. [No
research, demonstration, or experiment shall be carried out under
this Act by an institute financed by grants under this Act, unless
all uses, products, processes, patents, and other developments re-
sulting therefrom, with such exception or limitation, if any, as the
Secretary may find necessary in the public interest, be available
promptly to the general public. Nothing contained in this section
shall deprive the owner of any background patent relating to any
such activities of any rights which that owner may have under
that patent.] There are authorized to be appropriated such sums
as are necessary for the printing and publishing of the results of
activities carried out by institutes under the provisions of this Act
and for administrative planning and direction, but such appropri-
ations shall not exceed $1,000,000 in any fiscal year: Provided, That
no new budget authority is authorized to be appropriated for fiscal
year 1977.

THE FEDERAL FIRE PREVENTION AND CONTROL AcT oF 1974

Section 21 of that Act
Sec. 21. ADMINISTRATIVE PROVISIONS.—

(@-(c) * * * .

[(d) Inventions and discoveries. All property rights with respect
to inventions and discoveries, which are made in the course of or
under contract with any government agency pursuant to this Act,
shall be subject to the basic policies set forth in the President’s
Statement of Government Patent Policy issued August 23, 1971, or
such revisions of that statement of policy as may subsequently be
pr(or;mlgated and published in the Federal Register.]

Sor.ar Puorovortaic ENERGY RESEARCH, DEVELOPMENT, AND
DeEMoONSTRATION ACT OF 1978

Section 6 of that Act

SEC. 6. SELECTION OF AVAILABLE PHOTOVOLTAIC SYSTEMS AND
CompONENTS; CONTRACTS AND GRANTS.—

(b) The Secretary, in accordance with the applicable provisions of
sections [7, 8, and 9F 7 and & of the Federal Nonnuclear Energy
Research and Development Act of 1974 (42 U.S.C. 5901 et seq.) and
vsgt}lll such program guidelines as the Secretary may establish,
shall—

(1) enter into such contracts and grants as may be necessary
or appropriate for the development for commercial production
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[() any Federal department or agency shall have the royal-

ty-free right to practice, or have practiced on its behalf, the in-
vention for governmental purposes.
The suporting agency shall have the right to acquire title to
any patent on an invention in any country in which the Center
elects not to file a patent application or fails to file within a
reasonable time.

[(2) Where a Center has retained title to an invention under
paragraph (1) of this subsection the supporting agency shall have
the right to require the Center or its licensee to grant a nonexclu-
sive, partially exclusive, or exclusive license to a responsible appli-
cant or applicants, upon terms that are reasonable under the cir-
cumstances, if the supporting agency determines, after public
notice and opportunity for hearing, that such action is necessary—

L(A) because the Center or licensee has not taken and is not
expected to take timely and effective action to achieve practi-
cal application of the invention;

[ (B) to meet health, safety, environmental, or national secu-
rity needs which are not reasonably satisfied by the contractor
or licensee; or

[(O) because the granting of exclusive rights in the inven-
tion has tended substantially to lessen competition or to result
in undue market concentration in the Unrited States in any
line of commerce to which the technology relates.

L(3) Any individual, partnership, corporation, association, insti-
tution, or other entity adversely affected by a supporting agency
determination made under paragraph (2) of this subsection may, at
any time within 60 days after the determination is issued, file a pe-
tition to the United States Court of Claims which shall have juris-
diction to determine that matter de novo and to affirm, reverse, or
modify as appropriae, the determination of the supporting
agency.J

L

Tue Act or JUNE 29, 1935

Section 10 of that Act

Sec. 10. AGRICULTURAL RESEARCH; AUTHORIZATION OF ADDITIONAL
APPROPRIATIONS; ADMINISTRATIVE EXPENSES; AVAILABILITY OF SPE-
ciaL REsEarcH FUND.—

(@) In order to carry out further research on utilization and asso-
ciated problems in connection with the development and applica-
tion of present, new, and extended uses of agricultural commodities
and products thereof authorized by section 1 of this title, and to
disseminate information relative thereto, and in addition to all
other appropriations authorized by this title there is hereby au-
thorized to be appropriated the following sums:

(1) $3,000,000 for the fiscal year ending June 30, 1947, and
each subsequent fiscal year.

(2) An additional $3,000,000 for the fiscal year ending June
30, 1948, and each subsequent fiscal year.

(3) An additional $3,000,000 for the fiscal year ending June
30, 1949, and each subsequent fiscal year.
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(1) encouraging the wide availability to the public of the
benefits of the experimental, developmental, or research pro-
grams in the shortest practicable time;

(%) promoting the commercial utilization of such inventions;

(8) encouraging participation by private persons, including the
most highly qualified persons, in Government-sponsored experi-
mental, developmental, or research programs; and

(}) fostering competition and preventing the creation or main-
tenance of other situations inconsistent with the antitrust laws.

Section 203 of that Chapter

Sec. 208. Marcy-IN RiGHTS.—

With respect to any subject invention in which a small business
firm or nonprofit organization has acquired title under this chap-
ter, the Federal agency under whose funding agreement the subject
invention was made shall have the right, in accordance with such
procedures as are provided in regulations promulgated hereunder
to require the contractor, an assignee or exclusive licensee of a sub-
ject invention to grant a nonexclusive, partially exclusive, or exclu-
sive license in any field of use to a responsible applicant or appli-
cants, upon terms that are reasonable under the circumstances,
and if the contractor, assignee, or exclusive licensee refuses such
request, to grant such a license itself, if the Federal agency deter-
mines that such—

(a) action is necessary because the contractor or assignee has
not taken, or is not expected to take within a reasonable time,
effective steps to achieve practical application of the subject in-
vention in such field of use;

{(b) action is necessary to alleviate hesalth or safety needs
which are not reasonably satisfied by the contractor, assignee,
or their licensees;

() action is necessary to meet requirements for public use
specified by Federal reguiations and such requirements are not
reasonably satisfied by the contractor, assignee, or licensees; or

(d) action is necessary because the agreement required by
section 204 has not been obtained or waived or because a li-
censee of the exclusive right to use or sell any subject inven-
tion in the United States is in breach of its agreement obtained
pursuant to section 204.

A determination pursucnt to this section shall not be considered a
contract dispute and shall not be subject to the Contract Disputes
Act (41 US.C. 601 et seq.). Any contractor, assignee, or exclusive li-
censee adversely affected by a determination under this section may,
ot any time within sixty days after the determination is issued, file
a petition in the United States Court of Claims, which shall have
Jurisdiction to determine the maiter de novo and to affirm, reverse,
or modify as appropriate, the deiermination of the Federal agency.

Section 209 of that Chapter

Sec. 209. REsTRICTIONS ON LICENSING OF FEDERALLY OWNED IN-
VENTIONS.
(a1 * * *
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subject to the provisions of paragraph (¢) of this section and the
other provisions of this chapter.

L)1) Any determination under (i) of paragraph (a) of this sec-
tion shall be in writing and accompanied by a written statement of
facts justifying the determination. A copy of each such determina-
tion and justification shall be sent to the Comptroller General of
the United States within thirty days after the award of the applica-
ble funding agreement. In the case of determinations applicable to
funding agreements with small business firms copies shall also be
sent te the Chief Counsel for Advocacy of the Small Business Ad-
ministration.

[(2) If the Comptroller General believes that any pattern of de-
terminations by a Federal agency is contrary to the policy and ob-
jectives of this chapter or that an agency’s policies or practices are
otherwise not in conformance with this chapter, the Comptrcller
General shall so advise the head of the agency. The head of the
agency shall advise the Comptroller General in writing within one
hundred and twenty days of what action, if any, the agency has
taken or plans to take with respect to the matters raised by the
Comptroller General.

£(3) At least once each year, the Comptroller General shall
transmit a report to the Committees on the Judiciary of the Senate
and House of Representatives on the manner in which this chapter
is being implemented by the agencies and on such other aspects of
Government patent policies and practices with respect to federally
funci_lled inventions as the Comptroller General believes appropri-
ate.

(b)1) The rights of the Government under paragraph (a) of this
section shall not be exercised by a Federal agency unless it first de-
termines that at least one of the conditions identified in subpara-
graphs (1)-(iv) of paragraph (o) exists. Except in the case of para-
graph (a)(iv), the agency shall file with the Secretary of Commerce,
within 30 days after the award of the applicable funding agreement,
a statement stating such determination. In the case of a determina-
tion under paragraphs (a)(ii) or (iii), the statement shall include an
analysis justifying the determination. If the Secretary of Commerce
believes that any individual determination or pattern of determina-
tions is contrary to the policies and objectives of this chapter or oth-
erwise not in conformance with this chapter, the Secretary shall so
advise the head of the agency concerned and the Administrator of
the Office of Federal Procurement Policy, and recommend corrective
actions.

(2) Whenever the Administrator of the Office of Federal Procure-
ment Policy has determined that one or more Federal agencies are
utilizing the authority of subparagraphs (i)-(iv) of paragraph (a) of
this section in a manner that is contrary to the policies and objec-
tives of this chapter, the Administrator is authorized to issue regu-
lations describing classes of situations in which agencies may not
exa)cife' tlze authorities of those subparagraphs.

(5) The right of the Federal agency to require periodic reporting
on the utilization or efforts at obtaining utilization that are being
made by the contractor or his licensees or assignees: Provided,
That any such information [may} as well as any information on
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this Act, along with his recommendations for amendments or addi-
tions to the statutory patent policy, including his recommendations
on mandatory licensing, which he deems advisable for carrying out
the purposes of this Act.}

Tue CoNSUMER PropucT SAFETY ACT

The table of contents of that Act
TABLE OF CONTENTS

Sec. 1.-Sec. 3. * * *

Sec. 4. Consumer Product Safety Commission.

£ Sec. 5. Product safety information and research.j
Sec. 5. Repealed.

Sec. 6-Sec. 34. * * *

Section 5 of that Act

PRODUCT SAFETY INFORMATION AND RESEARCH

Sec. 5. (a)-(c) * * *

L[(d) Whenever the Federal contribution for any information, re-
search, or development activity authorized by this Act is more than
minimal, the Commission shall include in any contract, grant, or
other arrangement for such activity, provisions effective to insure
that the rights to all information, uses, processes, patents, and
other developments resulting from that activity will be made avail-
able te the public without charge on a nonexclusive basis. Nothing
in this subsection shall be construed to deprive any person of any
right which he may have had, prior to entering into any arrange-
ment referred to in this subsection, to any patent, patent applica-
tion, or invention.}

THE Act oF APRIL 5, 1944

Section 3 of that Act

LSEec. 3. Licenses AND PaTENT RIGHTS.—

LThe Secretary of the Interior is authorized to grant, on such
terms as he may consider appropriae by subject to § 207 of the Fed-
eral Property and Administrative Services Act of 1949, licenses
under patent rights acquired under this Act: Provided, That such
licenses are consistent with the terms of the agreements by which
such patent rights are acquired. No patent acquired by the Secre-
tary of the Interior under this Act shall prevent any citizen of the
United States, or corporation created under the laws of the United
States or any State thereof, from using any invention, discovery, or
process covered by such patent, or restrict such use by any such
citizen or corporation, or be the basis of any claim against any such
person or corporation on account of such use.J

Tue SoLip WasTE Disposar AcT

Section 8001 of that Act
SEc. 6981. (a)-(c)(2) * * *
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bringing the invention to the point of practical or commercial

applications and to permit the licensee to recoup its cost and a

reasonable profit thereon:
Provided, That, the Administrator shall not grant such exclusive or
partially exclusive license if he determines that the grant of such
license will tend substantially to lessen competition or result in
undue concentration in any section of the country in any line of
commerce to which the technology to be licensed relates. The Ad-
ministration shall maintain a publicly available, periodically up-
dated record of determinations to grant such licenses.

[(h) Each waiver of rights or grant of an exclusive or partially
exclusive license shall contain such terms and conditions as the
Administrator may determine to be appropriate for the protection
of the interests of the United States and the general public, includ-
ing provisions for the following:

[(1) Periodic written reports at reasonable intervals, and
when specifically requested by the Administration, on the com-
mercial use that is being made or is intended to be made of the
invention.

[(2) At least an irrevocable, nonexclusive, paid-up license fo
make, use, and sell the invention throughout the world by or
on behalf of the United States (including any Government
agency) and States and domestic municipal governments,
unless the Administrator determines that it would not be in
the public interest to acquire the license for the States and do-
mestic municipal governments.

L(3) The right in the United States to sublicense any foreign
government pursuant to any existing or future treaty or agree-
ment if the Administor determines it would be in the national
interest to acquire this right.

[(4) The reservation in the United States of the rights to the
invention in any country in which the contractor does not file
an application or patent within such time as the Administra-
tion shall determine.

[(5) The right in the Administrator to require the granting
of a nonexclusive, exclusive, or partially exciusive license o a
responsible applicant or applicants, upon terms reasonable
under the circumstances, (A) to the extent that the invention is
required for public use by governmental regulations, or (B) as
may be necessary to fulfill health, safety, or energy needs, or
() for such other purposes as may be stipulated in the applica-
ble agreement.

£(6) The right in the Administrator to terminate such
waiver or license in whole or in part unless the recipient of the
waiver or license demonstrates to the satisfaction of the Ad-
ministrator that he has taken effective steps, or within a rea-
sonable time thereafter is expected to take such steps, neces-
sary to accompiish substantial utilization of the invention.

L(7) The right in the Administrator, commencing three years
after the grant of a license and four years after a waiver is ef-
fective as to an invention, tc require the granting of a nonex-
clusive or partially exclusive license to a responsible applicant
or applicants, upon terms reasonable under the circumstances,
and in appropriate circumstances to terminate the waiver or
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L(b) Each contract entered into by the Administration with any
person shall contain effective provisions under which such person
shall furnish promptly to the Administration a written report con-
taining full and complete technical information concerning any in-
vention, discovery, improvement, or innovation which may be made
in the course of or under such contract.

[(c) Under such regulations in conformity with the provisions of
this section as the Administrator shall prescribe, the Administrator
may waive all or any part of the rights of the United States under
this section with respect to any invention or class of inventions
made or which may be made by any person or class of persons in
the course of or under any contract of the Administration if he de-
termines that the interests of the United States and the general
public will best be served by such waiver. The Administration shall
maintain a publicly available, periodically updated record of
waiver determinations. In making such determinations, the Admin-
istrator shall have the following objectives:

[(1) Making the benefits of the energy research, develop-
ment, and demonstration program widely available to the
public in the shortest practicable time.

[(2) Promoting the commercial utilization of such inven-
tions. .

L) Encouraging participation by private persons in the
Administration’s energy research, development, and demon-
stration program

[(4) Fostering competition and preventing undue market
concentration or the creation or maintenance of other situa-
tions inconsistent with the antitrust laws.

f(d) In determining whether a waiver to the contractor at the
time of contracting will best serve the interests of the United
States and the general public, the Administrator shall specifically
include as considerations—

L(1) the extent to which the participation of the contractor
will expedite the attainment of the purposes of the program;

[ (@) the extent to which a waiver of all or any part of such
rights in any or all fields of technology is needed to secure the
participation of the particular contractor;

L(3) the extent to which the contractor’s commercial position
may expedite utilization of the research, development, and
demonstration program results;

L(4) the extent to which the Government has contributed to
the field of technology to be funded under the contract;

L(5) the purpose and nature of the contract, including the in-
tended use of the results developed thereunder;

[(6) the extent to which the contractor has made or will
make substantial investment of financial resources or technol-
ogy developmed at the contractor’s private expense which will
directly benefit the work to be performed under the contract;

L(7) the extent to which the field of technology to be funded
under the contract has been developed at the contractor’s pri-
vate expense;

L(8) the extent to which the Government intends to further
develop to the point of commercial utilization the results of the
contract effort;
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THE HELIuM ACT AMENDMENTS OF 1960

Section 4 of that Act

Skc. 4. ProbucTioN oF HELIUM; MAINTENANCE AND OPERATION OF
Faciuimies; RESEARCH.—

The Secretary is authorized to maintain and operate helium pro-
duction and purification plants together with facilities and accesso-
ries thereto; to acquire, store, transport, sell, and conserve helium,
helium-bearing natural gas, and helium-gas mixtures, to conduct
exploration for and production of helium on and from the lands ax-
quired, leased, or reserved; and to conduct or contract with public
or private parties for experimentation and research to discover
helium supplies and to improve processes and methods of helium
production, purification, transportation, liquefaction, storage, and
utilization [: Provided, however, That all research contracted for,
sponsored, cosponsored, or authorized under authority of this Act
shall be provided for in such a manner that all information, uses,
products, processes, patents and other developments resulting from
such research developed by Government expenditure will {(with
such exceptions and limitations, if any, as the Secretary may find
to be necessary in the interest of national defense) be available to
the general public: And provided further, That nothing contained
herein shall be construed as to deprive the owner of any back-
ground patent relating thereto to such rights as he may have
thereunder}. :

THE ArMS CONTROL AND DISARMAMENT ACT

Section 32 of that Act

LSec. 32. PATENTS.—

All research within the United States contracted for, sponsored,
cosponsored, or authorized under authority of this Act, shall be
provided for in such manner that all information as to uses, prod-
ucts, processes, patents, and other developments resulting from
such research developed by Government expenditure will (with
such exceptions and limitations, if any, as the Director may find to
be necessary in the public interest) be available to the general
public. This subsection shall not be so construed as to deprive the
owner of any background patent relating thereto of such rights as
he may have thereunder.}

APrPALACHIAN REGIONAL DevELOPMENT AcT OF 1965

Section 362 of that Ac‘t‘

Sec. 302. (a)~(d) * * *

[(e) No part of any appropriated funds may be expended pursu-
ant to authorization given by this Act involving any scientific or
technological research or development activity unless such expendi-
ture is conditioned upon provisions effective to insure that all in-
formation, copyrights, uses, processes, patents, and other develop-
ments resulting from that activity will be made freely available to
the general public. Nothing contained in this subsection shall de-
prive the owner of any background patent relating to any such ac-
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States or any foreign government pursuant to any treaty or agree-
ment with the United States. Each proposal for any waiver under
this subsection shall be referred to an Inventions and Contributions
Board which shall be established by the Administrator within the
Administration. Such Board shall accord to each interested party
an opportunity for hearing, and shall transmit to the Administra-
tor its findings of fact with respect to such proposal and its recom-
mendations for action to be taken with respect thereto.

T(g) License regulations. The Administrator shall determine, and
promulgate regulations specifying, the terms and conditions upon
which licenses will be granted by the Administration for the prac-
tice by any person (other than an agency of the United States) of
any invention for which the Administrator holds a patent on
behalf of the United States.

[L(h) Protection of title. The Administrator is authorized to take
all suitable and necessary steps to protect any invention or discov-
ery to which he has title, and to require that contractors or persons
who retain title to inventions or discoveries under this section pro-
tect the inventions or discoveries to which the Administration has
or may acquire a license of use.

F(i) Administration as defense agency. The administration shall
be considered a defense agency of the United States for the purpose
of chapter 17 of title 35 of the United States Code.

[ () Definitions. As used in this section—

[ the term “person” means any individual, partnership,
corporation, association, institution, or other entity;

I(2) the term “contract” means any actual or proposed con-
tract, agreement, understanding, or other arrangement, and in-
cludes any assignment, substitution of parties, or subcontract
executed or entered into thereunder; and ‘

[(3) the term “made,” when used in relation to any inven-
tion, means the conception of first actual reduction to practice
of such invention.§

Section 306 of that Act

[ Sec. 306. CONTRIBUTIONS AWARDS.—

f(a) Applications; referral to Board; hearing; recommendations;
determination by Administrator.—Subject to the provisions of this
section, the Administrator is authorized, upon his own initiative or
upon application of any person, to make a monetary award, in such
amount and upon such terms as he shall determine to be warrant-
ed, to any person (as defined by section 305 for any scientific or
technical contribution to the Administration which is determined
by the Administrator to have significant value in the conduct of
aeronautical and space activities. Each application made for any
such award shall be referred to the Inventions and Contributions
Board established under section 305 of this Act. Such Board shall
accord to each such applicant an opportunity for hearing upon
such application, and shall transmit to the Administrator its rec-
ommendation as to the terms of the award, if any, to be made to
such applicant for such contribution. In determining the terms and
conditions of any award the Administrator shall take into ac-
count—
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Section 305 of that Act

ISec. 305. ProPERTY RIGHTS IN INVENTIONS.—

[(a) Exclusive property of United States; insurance of patent.
Whenever any invention is made in the performance of any work
under any contract of the Administration, and the Administrator
determines that—

[(1) the person who made the invention was employed or as-
signed to perform research, development, or exploration work
and the invention is related to the work he was employed or
assigned to perform, or that it was within the scope of his em-
ployment duties, whether or not it was made during working
hours, or with a contribution by the Government of the use of
Government facilities, equipment, materials, allocated funds,
information proprietary to the Government, or services of Gov-
ernment employees during working hours; or

[(2) the person who made the invention was not employed or
assigned to perform research, development, or exploration
work, but the invention is nevertheless related to the contract,
or to the work or duties he was emplcyed or assigned to per-
form, and was made during working hours, or with a contribu-
tion from the Government of the sort referred to in clause (1},

such invention shall be the exclusive property of the United States,
and if such invention is patentable a patent therefor shall be
issued to the United States upon application made by the Adminis-
trator, unless the Administrator waives all or any part of the
rights of the United States to such invention in conformity with
the provisions of subsection (f) of this section.

[ (b) Contract provisions for furnishing reports of inventions, dis-
coveries, improvements, or innovations. Each contract entered into
by the Administrator with any party for the performance of any
work shall contain effective provisions under which such party
shall furnish promptly to the Administrator a written report con-
taining full and complete technical information concerning any in-
vention, discovery, improvement, or innovation which may be made
in the performance of any such work.

[(c) Patent application. No patent may be issued to any appli-
cant other than the Administrator for any invention which appears
to the Commissioner of Patents to have significant utility in the
conduct of aeronautical and space activities unless the applicant
files with the Commissioner, with the application or within thirty
days after request therefor by the Commissioner, a written state-
ment executed under oath setting forth the full facts concerning
the circumstances under which such invention was made and stat-
ing the relationship (if any) of such invention to the performance of
any work under any contract of the Administration. Copies of each
such statement and the application to which it relates shall be
transmitted forthwith by the Commissioner to the Administrator.

[(d) Issuance of patent to applicant; request by Administrator;
notice; hearing; determination; review. Upon any application as to
which any such statement has been transmitted to the Administra-
tor, the Commissioner may, if the invention is patentable, issue a
patent to the applicant unless the Administrator, within ninety
days after receipt of such application and statement, requests that
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Ture Aromic ENErRGY AcT oF 1954

The table of contents of that Act
ATOMIC ENERGY ACT OF 1954
Chapter 1.—Chapter 12. * * *

Chapter 13. Patents and Inventions

Sec. 151. Military Utilization.
LSec. 152. Inventions Conceived During Commission Contracts.]
Sec. 152. Repealed.

Sec. 153. * * *.
Section 152 of that Act

Sec. 152. INvENTIONS MapE OorR CoNCEIVED DURING COMMISSION
CoNTrRACTS.—Any invention or discovery, useful in the production
or utilization of special nuclear material or atomic energy, made or
conceived in the course of or under any contract, subcontract, or
arrangement entered into with or for the benefit of the Commis-
sion, regardless of whether the contract, subcontract, or arrange-
ment involved the expenditure of funds by the Commission, shall
be vested in, and be the property of, the Commission, except that
the Commissien may waive its claim to any such invention or dis-
covery under such circumstances as the Commission may deem ap-
propriate, consistent with the policy of this section. No patent for
any invention or discovery, useful in the production or utilization
of special nuclear material or atomic energy, shall be issued unless
the applicant files with the application, or within thirty days after
request therefor by the Commissioner of Patents (unless the Com-
mission advises the Commissioner of Patents that its rights have
been determined and that accordingly no statement is necessary) a
statement under oath setting forth the full facts surrounding the
making or conception of the invention or discovery described in the
application and whether the invention or discovery was made or
conceived in the course of or under any contract, subcontract, or
arrangement entered into with or for the benefit of the Commis-
sion, regardless of whether the contract, subcontract, or arrange-
ment involved the expenditure of funds by the Commission. The
Commissioner of Patents shall as soon as the application is other-
wise in condition for allowance forward copies of the application
and the statement to the Commission.

LThe Commisioner of Patents may proceed with the application
and issue the patent to the applicant (if the invention or discovery
is otherwise patentable) unless the Commission, within 90 days
after receipt of copies of the application and statement, directs the
Commissioner of Patents to issue the patent to the Commission (if
the invention or discovery is otherwise patentable) to be held by
the Commission as the agent of and on behalf of the United States.

LIf the Commission files such a direction with the Commissioner
of Patents, and if the applicant’s statement claims, and the appli-
cant still believes, that the invention or discovery was not made or
conceived in the course of or under any contract, subcontract or ar-
rangement entered into with or for the benefit of the Commission
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States and agencies of States, private firms, institutions, and indi-
viduals for the purpse of conducting research and service work,
making and compiling reports and surveys, and carrying out other
functions relating thereto when in his judgment the services or
functions to be performed will be carried out more effectively, more
rapidly, or at less cost than if performed by the Department of
Agriculuture. Contracts hereunder [under this section] may be
made for work to be performed within a period not more than four
years from the date of any such cortract, and advance, progress, or
other payments may be made. The provisions of section 3648 (31
U.S.C., sec. 529) and section 3709 (41 U.S.C,, sec. 5) of the Revised
Statutes shall not be applicable to contracts or agreements made
under the authority of this section. Any unexpended balances of
appropriations obligated by contracts as authorized by this section
may, notwithstanding the provisions of section 5 of the Act of June
20, 1874, as amended (31 U.8.C,, sec. 713), remain upon the books of
the Treasury for not more than five fiscal years before being car-
ried to the surplus fund and covered into the Treasury. [Any con-
tract made pursuant to tHis section shall contain requirements
making the result of such research and investigations available to
the public by such means as the Secretary of Agriculture shall de-
termine.}

Tue Fenerar Coar MiINE Hearte AND SaFeTY AcT oF 1969

Section 501 of that Act

Sec. 501 (a)—(b) * * *

(c) Contracting with and grants to public and private agencies;
availability of information; exceptions.—In carrying out the provi-
sions for research, demonstrations, experiments, studies, training,
and education under this section and sections 301(b) and 502(a) of
this Act, the Secretary of the Interior and the Secretary of Health,
Education, and Welfare in coordination with the Secretary may
enter into contracts with, and make grants to, public and private
agencies and organizations and individuals. [No research, demon-
strations, or experiments shall be carried out, contracted for, spon-
sored, cosponsored, or authorized under authority of this Act,
unless all information, uses, products, processes, patents, and other
developments resulting from such research, demonstrations, or ex-
periments will (with such exception and limitation, if any, as the
Secretary of the Interior or the Secretary of Health, Education,
and Welfare in coordination with the Secretary may find to be nec-
es?g)nz i)n* t?e* public interest) be available to the general public.J

—g

NaTioNAL TrAFFIC AND MoOTOR VEHICLE SAFETY ACT OF 1966

Section 106 of that Act

[Sec. 106. REsEaRcH, DEVELOPMENT, TESTING, AND TRAINING IN
TRAFFIC AND VEHICLE SAFETY.—
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(1) the contractor has not taken or is not expected to take
effective steps to achieve practical application of the invention,

(2) necessary to alleviate serious public health or safety
needs not being met by the contractor, or

(8) necessary to meet requirements for public use specified by
Federal regulations which are not reasonably satisfied by the
contractor.

Exercise of this right by the agencies is to be done in accordance
with policies, procedures, and guidelines established by the Direc-
tor, which shall be responsive to the intent of the Congress in this
legislation.

Section 304(b) provides that the exercise of march-in will not be
considered a dispute under the Contract Disputes Act. De novo
review by the United States Court of Claims is also established.

Section 305—General Provisions

Section 305 requires each Federal contract to include a patent
rights clause containing appropriate provisions to provide for the
disclosure of inventions within a reasonable time after they are
known to contractor personnel responsible for administering pat-
ents and for the timely election and filing of patent applications.
The Government is authorized to take title to subject inventions in
cases when the contractor fails to make timely disclosures, elec-
tions, or filings. Section 305 also requires that the contractor in-
clude a notice of the Government’s interest in the specification of
each U.S. patent application and any resulting patent.

Section 306—Background Rights

Section 306 provides that nothing in the act is intended to affect
the rights of contractors to maintain the ownership and free use of
background rights, including existing patented inventions, propri-
etary data and information.

In hearings before the Committee, several witnesses stated that
current government policy toward these background rights, were a
strong disincentive toward participation in federal contracting
work. When asked to what extent Allis Chalmers Corporation pur-
sued government sponsored research and development, Mr. Benson,
Chief Patent Counsel, replied, “We pursue it in certain cases. In
other cases, we refuse to participate—depending, a great deal, on
what the project is, how much we have in the way of proprietary
background technology. I mentioned earlier that one problem
which is not dealt with here is the problem that the Government
insists on taking rights to the privately funded technology of corpo-
rations as a quid pro quo for the granting of a contract.” 4

Mr. Auzville Jackson speaking for Robertshaw Controls Co. and
the National Association of Manufacturers, told the Committee,
“But a most important single element is that we are afraid that
our proprietary positions will be weakened by the loss of some
patent rights for our ongoing evolution of certain of our commer-
cial lines.” 5

*Robert Benson, ‘“Federal Patent Policy,” U.S. Senate Committee on Commerce Science, and
Trgﬁf;&ortah&)n, Part 1, Serial No. 97-70, p. 28.
5Ibid, p. 46.
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inventions but only on a case by case evaluation of a particular
contract.

In the third instance, the Government would assume title to the
results of work performed by foreign governments or contractors
not located or having a place of business in the United States. The
intent of such a provision is to prevent the loss of valuable technol-
ogy abroad. Foreign governments and businesses are readily identi-
fiable and may bid on U.S. Government contracts with the knowl-
edge that they may only receive a license to inventions developed
in the performance of that work.

The fourth instance permits the government to assume rights
greater than a nonexclusive license when necessary to fulfill its ob-
ligations under an international agreement. Arrangements of coop-
eration in science and technology with other nations exist among
several agencies. The Committee expects the agencies to limit their
retained rights to only those required to fulfill their contractual
agreement or formal arrangements.

Section 301(b). The rights of the Government under subsection (a)
will not be exercised unless unless the agency first determines that
at least one of the four conditions specified in section 301(a) exists.
The agency will file, within 30 days after the award of the contract,
a statement to the Secretary, indicating that such a determination
has been made. This statement will include an analysis of the facts
and circumstances which required such a determination and justi-
fying the limitations and conditions being imposed. The Secretary
is authorized to recommend corrective actions to the head of the
agency concerned and the Director if he believes that a determina-
tion or pattern of determinations is contrary to the terms, policy or
objectives of this act.

The Director is authorized to correct agency abuses of authority
under section 301(a) by issuing policies, procedures and guidelines
which clearly define classes of situations in which agencies are not
permitted to utilize this authority.

Section 301(c). This section requires that periodic written reports
be provided to the contracting agency by the contractor or its li-
censees of assignees. These reports will detail the commercial use
or efforts toward commercial utilization of a subject invention by
the contractor, his licensees or assignees. The information con-
tained in such reports, as well as information presented to the
agency under a march-in procedure, shall be treated by the Federal
agency as privileged or confidential and shall not be subject to dis-
closure under the Freedom of Information Act. It is expected that
guidelines will be developed after consultation with affected agen-
cies and industry representatives to establish a uniform period re-
porting system that is responsive to the agency and not burden-
some to the contractor. The Committee intends that the cost of im-
plementing this act will be minimal for both the Government and
the contractor.

Under any circumstances the Federal Government at least re-
tains an irrevocable, nonexlusive, nontransferable, paid-up license
to practice the subject invention.
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Section 102—Purpose

The purpose of the act is to provide a uniform Federal policy
toward title to inventions or discoveries resulting from federally
sponsored research and development in order to enhance the com-
mercial utilization of those results, as well as insure the effective
implementation of the provisions of this act by monitoring regular-
ly the effect of this policy on technology development and utiliza-
tion of the results of federally-sponsored R & D.

Section 103—Definitions

The definitions are those used in Government contracts. The
term “contractor” excludes nonprofit organizations and small busi-
ness firms since they are presently addressed in Public Law 96-517.
The term “invention” includes plant and designs as well as utility
patents, but does not include inventions patentable under a foreign
law but not patentable under title 35 of the United States Code.

Section 201—Responsibilities

201(a) The Director of OMB is charged with issuing the policies,
procedures and guidelines to the Federal agencies to effect a uni-
form and consistent implementation of Title III of this act. The
Committee expects that this task will most appropriately be placed
with the Office of Federal Procurement Policy (OFPP), where the
implementation regulations for Public Law 96-517 were promulgat-
ed. It is expected that such policies, procedures and guidelines will
conform with the final implementation approach as specified in
OMB circular A-124 for Public Law 96-517.

201(b) The Secretary of Commerce is authorized and directed to
perform certain functions to insure the consistent application of
this act. These responsibilities include: consulting with and advis-
ing agencies regarding the implementation of this act; accumulat-
ing, analyzing and disseminating data on the implementation of
this act obtained from the agencies; and performing other duties as
may be prescribed by the President or statute.

201(c) The Secretary is also authorized to perform certain func-
tions to assure the effective management of Government-owned in-
ventions. These include: assisting the agencies in promoting the li-
censing of these inventions as well as in seeking patent protection
abroad, and consulting with and advising the agencies as to areas
of research with potential for commercial utilization. The responsi-
bilities conferred upon the Secretary are to insure that a single
lead agency will exercise the oversight functions necessary to
insure the consistent implementation of this act. The Committee
expects that this function may most appropriately preside within
the Office of Productivity, Technology and Innovation within the
Commerce Department. The Secretary will monitor agency regula-
tions and procedures for consistency with the act and shall provide
recommendations to the Director of OMB and the agencies when-
ever it finds inconsistencies. Agencies shall fully cooperate with the
Secretary, and provide him with the assistance and cooperation
necessary to fulfill these responsibilities.

201(d) The Secretary is also charged with providing a yearly
report to the Congress which shall include statistical information
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EstiMATED CosTs

In accordance with paragraph 11(a) of rule XXVI of the Standing
Rules of the Senate and section 403 of the Congressional Budget
Act of 1974, the Committee provides the following cost estimate,
prepared by the Congressional Budget Office:

U.S. CONGRESS,
CoNGRESSIONAL BupgeT OFFICE,
Washington, D.C., March 24, 1952.

Hon. Bor Packwoop,
Chairman, Commerce, Science, and Transportation, U.S. Senate,
5202 Dirksen Senate Office Building, Washington, D.C.

Dear MRr. CHAIRMAN: Pursuant to Section 403 of the Congres-
sional Budget Act of 1974, the Congressional Budget Office has re-
viewed S. 1657, the Uniform Science and Technology Research and
Development Utilization Act, as ordered reported by the Senate
Committee on Commerce, Science, and Transportation, March 10,
1982,

The purpose of S. 1657 is to establish and maintain a uniform
patent policy for the management and use of the results of federal-
ly-sponsored science and technology research developments. The
bill would require certain activities on the part of the Office of
Management and Budget (OMB) and the Department of Commerce
(DOC): however, much of the effort required of these agencies has
been done or will be done pursant to Public Law 96-517, the Patent
and Trademark Act of 1980. Therefore, no significant cost would be
inclurred by the federal government as a result of enactment of this
bill.

OMB would be required to issue policies, procedures and guide-
lines for uniform contract policies as outlined in Title III. The Sec-
retary of Commerce would be authorized to assist federal agencies
in promoting licensing, utilization and protection of federal inven-
tions both in the United States and abroad. The Secretary would
also be required to report annually to the Congress on these activ-
ities, which would terminate seven years after date of enactment.

Title III also outlines the allocation of rights of the federal gov-
ernment and those of government contractors regarding the title as
well as the rights to license inventions. In most cases, the contrac-
tor would have the options to retain title to inventions arising from
government-sponsored research, except under certain circum-
stances as specified in the bill. Under current law, title to inven-
tions is routinely retained by the government, although the Patent
and Trademark Act of 1980 included provisions to give small busi-
nesses and universities a first right of refusal to title to inventions
developed with the government funding. If S. 1657 is enacted, it is
likely that government agencies would reduce their workload in
the long run, because fewer petitions, waivers, or negotiations
would be required. However, some additional resources may be
meeded initially to issue and implement new regulations.

The Department of Commerce has included an estimated
$400,000 in its proposed fiscal year 1983 budget request for the pur-
pose of coordinating patent policy within the federal government.
According to DOC, that level of funding in 1983 and each fiscal
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hood is diminished of an arbitrary or capricious attempt to use the
march-in provision initiated by a competitor.

5. The contractor is permitted a license to use his invention
when the Government elects to take title to the subject invention.
The amendment also provides the contractor the right to subli-
cense affiliates, subsidiaries and existing licensees to whom the
contractor is legally obligated to sublicense.

6. When the contractor is allowed to retain title, that title shall
only be subject to the limitations set forth in sections 301, 304, and
305, and such title shall not be subject to any other limitations or
conditions.

This particular provision was included after extensive discussion
on the issue of recoupment. The Committee is aware that some
agencies currently include recoupment provisions in their research
and development contracts. The Committee believes these recoup-
ment provisions will undermine the Congressional objective of en-
couraging contractor-inventors to commercialize their inventions.

In hearings before the Committee, testimony was received from
Gerald Mossinghoff, Commissioner of Patents who identified re-
coupment as a procurement issue and recommended it be consid-
ered apart from the issue of allocation of rights to inventions aris-
ing from Federal R. & D. contracts. He said, “If the purpose of the
legislation is . . . to stimulate the use of new technology and to do
so in a way easily understood and carried out by private concerns,
whether small or iarge, we believe the bill should be silent on the
matter of recoupment.’” 2

The Commissioner expanded on this statement indicating that
corporations often must choose between their privately funded and
Federally funded inventions in determining which patentable in-
ventions to develop for commercialization. The administrative com-
plexities and uncertainties of a recoupment clause for Federally
funded inventions could be a heavily weighted disincentive to un-
dertaking the investment in and risks of development. For these
reasons, the Commissioner stated further: “. . . In addition to the
Federal income tax that would be part of any profits you make and
any royalties you get, if you add another string in recoupment and
reporting of recoupment, . . . you may well tip the balance against
exploiting the Government invention.” 3

Commissioner Mossinghoff as well as the Director of the Office of
Science and Technology Policy, George Keyworth noted that imple-
mentation of such a scheme would also be a heavy and expensive
administrative burden for the U.S. Government. The Committee
believes that such provisions discourage commercialization and
should not be used as a condition of invention ownership.

7. A provision allowing the agency to march-in if they believe an
antitrust situation existed has been deleted.

The Committee believes that this was an inappropriate responsi-
bility for the agencies to assume. Section 402 provides that nothing
in this act be deemed to convey to any person immunity from the
antitrust laws. This is intended to be a neutral statement regard-

2Gerald J. Mossinghoff, “Federal Patent Policy,” U.S. Senate Committee on Commerce, Sci-

eng:cizi)%nd Transportation, hearing, Pt. 2, serial No. 97-70, p. 36.
id.



4

For these reasons, S. 1657, “Uniform Science and Technology Re-
search and Development Utilization Act,” was introduced by Sena-
tor Harrison Schmitt, on September 23, 1981, in order to address
all Government funded research performers, and thereby establish
a uniform Government-wide policy. On the same day Congressman
Allen Ertel introduced a companion bill, H.R. 4564 in the House of
Representatives.

Hearings were held before the Senate Committee on Commerce,
Science, and Transportation on July 28, 1981 and jointly with the
House Committee on Science and Technology, on September 30,
1981. The Committee ordered the bill reported on March 10, 1982.

RELATIONSHIP OF 8. 1657 TO PUBLIC LAW 96-517

Public Law 96-517, enacted in 1980, and referred to in a number
of places in this report gives small business firms and nonprofit or-
ganizations (including universities) the right to retain title to in-
ventions made under Government sponsorship with limited excep-
tion. As originally introduced, S. 1657 would have repealed those
sections of Public Law 96-517 dealing with Government patent
policy and would have brought all contractors and grantees under
the provisions of S. 1657. However, the Committee has amended 3.
1657 to leave Public Law 96-517 intact with certain amendments.
The Committee has concluded that there are certain features of
Public Law 96-517 that are uniquely appropriate to small business
firms and nonprofit organizations which should be retained. The
Committee also concluded that the licensing authorities and proce-
dures of Public Law 96-517 should be retained. Accordingly, the
Committee has substituted amendments to Public Law 96-517 in
lieu of its repeal. These amendments revise certain definitions and
other provisions of Public Law 96-517 so as to make that law and
Title III of S. 1657 generally consistent and amenable to consistent
and uniform administration by the Director of OMB and the agen-
cies. :

EFFECT OF COMMITTEE AMENDMENT

The Committee amendment to S. 1657 strikes all after the enact-
ing clause and inserts new text. The amendment incorporates a
number of technical changes as well as some substantive amend-
ments recommended by the Committee after consideration of hear-
ing testimony. The following changes to S. 1657 as originally intro-
duced have been effected:

1. “Contract” had included all contractors. It now excludes those
groups addressed by Public Law 96-517.

The Tennessee Valley Authority has been exempted from the
provisions of this bill because of its self-financing power program
which receives no appropriated funds and accounts for over 95 per-
cent of TVA’s total annual expenditure.

2. The Secretary of Commerce is no longer authorized to deter-
mine with administrative finality agency-contractor disputes, or to
receive fees and royalties. A more appropriate role has been given
to the Secretary to consult with and advise the agencies to insure
the consistent implementation of this act.
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S. 1657, as reported, establishes a uniform and effective policy
and an institutional framework to implement these policies. The
bill, with certain exceptions, guarantees Federal contractors and
grantees a first right of refusal to title to their inventions. The Fed-
eral Government receives, at the very least, a royalty free, non-ex-
clusive license to the patented invention for its own use.

Section 301(a) of the bill specifies situations in which the Federal
agency has the discretion to require that title to a contractor’s in-
vention be transferred to the Government. Several of these are ex-
ceptions included in Public Law 96-517 and others have been added
as a result of information received during hearings and from expe-
 rience gained during the development of implementing regulations
under that act.

The exceptions derived from Public Law 96-517 include situa-
tions in which such action is necessary to protect the security of
intelligence and counterintelligence activities. Agencies may also
take title at the time of contracting or otherwise place limitations
in the contract on the rights normally to be left with the contrac-
tor if, on a case-by-case basis, the agency has determined there are
“exceptional circumstances requiring such action to better promote
the policy and objectives of section 101(5) of this act.”

The agencies shall also have the discretion to retain title to in-
ventions if the contractor is not located or does not have a place of
business in the United States or if the contractor is a foreign gov-
ernment. The agency may also limit the rights of a contractor if
necessary to fulfill formal or international agreements of coopera-
tion in science and technology and rights greater than a non-exclu-
sive license are necessary to fullfill the international agreement.

These determinations are discretionary, and must be reported to
the Secretary of Commerce. If the Secretary judges that an individ-
ual determination or pattern of determinations is contrary to the
intent of the bill, the agency and the Director of OMB will be so
advised, and corrective actions may be recommended. The Director
is authorized to issue guidelines in response to limit exercise of the
section 301(a) provision.

The contractor will be allowed to retain title to its own inven-
tion, subject to the exceptions and limitations noted. Where the
Government assumes title, the contractor retains a non-exclusive
license to use of the invention.

There may also be occasions when the Government may waive
certain of its rights if doing so would serve the interest of the gen-
eral public, or because the Government’s participation is limited
through a cost-sharing cosponsorship or joint venture. Waiver of
any right to protect the public interest is contingent upon a deter-
mination by the agency that doing so will promote availability of
the research results; promote commercial utilization, encourage
and broaden participation in the research programs, or foster
competition.

The government has the right to “march-in” where a contractor
has not taken effective steps to commercialize an invention to
which he holds title. In these cases the government may license or
require the contractor to license another qualified applicant. The
government may also march-in to address serious health or safety
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