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MEMORANDIM o
'c'TO:Q”: Blll “cCloskey'
_ZFRCN: Paul Gllman

o RE: Prev1ously DlSCLSSed ﬂodlflcatlons to S. 1657

: You hlll flnd attached (Attachment 1) some 1anﬁuace 1ntended to resolve R S
"'our concerns recardlnn the treatment of government - owned contractor operated,
;(GOCO) faC111t1e : The ‘intent would be’ to provide-a liberal ‘labor: pollcy
- for: the: Degartments under whom “GOCO's operate ‘with the presumption in. favorw-

"of granting patent rights on. 1nd1V1dua1 1nvent10ns unless 1t was, aeternaned
rthat such TlGhtS should not be oranted SRR 2 R

Also attached (Attachment 2) is. 1ancuace 1ntended to capture an exclu51on
on'the grounds -of ‘national 'security interests. The ‘third area of- concern,_;.-
_that; of preserving the' Federal govertment's re51dual foreign rlvhts appears
.7 to be more involved than:my understanding at the time of our meetlnc. 1 TI
2" have attached (Attachment 3) the lancuace suggested by the Office of Management f'
- and Budget. "It would appear that your. effort to provide a reasonable time for -
~-electing to file is in conflict with the need to preserve the: Federal 'government' s
‘reSIdual fbre1gn.r1ghts.;-l~w1ll discuss this issue further with: the Department
~of Energy. inview:of the fact that your-language has been- taken: from the - -
“regulations presently governing this procedure under Public Law 96-517.
,.;.However I believe the Department of Energy malntains that those regulatlcns
“-and “the- authorlty provided.in Public Law 96- 517 may also destroy the Federal
: overnment s re51dua1 fOrelgn rlghts.; e.l_ ol S e L

L 'T Lastly, because 1t appears the intent of S: 1657 is to 1mpose a unlform
" patent policy over those Federal efforts directed at research .and development
. - and not commercialization, we would suggest that the prov151ons pertaz.n:m0 2
L.t ‘the Synthetlc Fuels Corporatlon be deleted _ -
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- £3¢ a sixth subparagra;h to. Section 301(a) 2s follow

"

_"(6) Ine coreract"s for the operat:oﬂ of a Goverr—z=a:
‘res2zrch.oor production faci lity, provided that the Teferal zgency
shz1) nor=zlly grant waivers Lﬂder tke au-nor;L\ Gf Ceetien 303(4)

~of this title.”
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g paragreph (d) to Seculon 303 as Iollo"s-

o (d)(l) YVhere .a Feenral agency has reserved the right to acguire

i nventions under- coqtract for the OPETctlﬂn of a Government-o-ned.
research or procuct‘on fcc111tv as authorized in- Section 301(;)(6)

2l agency's shall nﬁrrallv granT weivers. upon

ed subject Ln\englon to eithsr the gont-ac:oﬁ,.

£ resezrch or develorzent zcrivities at

cency gdeter=zines thez such gction will

ts of the United Srztes znd the generzl

~

_ pr this, “ct,ktnesfede:
:iregusst to any identif
" or & third party spons
otothe facilicy, wunless the a
.mot’ best serve the interes
fﬂLﬁ’:C

f_(Z) 'ln':aking determinations under'stbsection (6Y(1) of zhis |
-'Section, the agency shall consider at least the guicznce of
.. .Seecrion 301(a) of this Title, the’ objectives oi subsection {(c) of
~this seéction, whether the agency is still funding development Df '
" ‘the’ 1nvent10n, and whether ounershlp of such 1ﬁvent10n could
.result in a confllct of interest.’ Co :
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fifth subparaoraph -to Sectlon JOl(aJ as follows:

'f”(SJ the aoenc; determlnes on a case- by case ba51s that such :

_actlon 1s necessar) to proLebt the naLloﬂal securlt\ nature of_

'such aCLlTltlES' or'




'f11'

12

13.,

16

,;1?5

18

s
20

a1

22
23

24

- 25

26

27

within & rezsonable <zigme, eifpctive szels’ i:

" achieve practical ap?li:ation of the invention;
(2} to alleviate se:ious; héalth or szfety
_neeés'which are not reésonably szatisfied Dby the

contractor, his assignees or licensees; or

(3) to meet Treguirements -for public use
specified by Federal regulation  vhich are not
" rezsonably . satisfied by: the contractor, his

rassignees or licensees.

(b) A, cete*mlnablon madD DL*suant to thiS'sé:tion

-sha‘l not be - c0ﬂ51oerec a contract 'di te and-'shall

not be SLbJDCL_tO the Contfact DlSpU es Act (¢1 U.s.C,

601 et seq.). Any contractor adversely affected by a

determnnahlon under- tBiSpuSBction vmay. .at ‘any time .

uzth1n 60 gays after the ceuermlna+1on is. 1ssuec,‘»file

a. petition in the United thtes Cou't of Claims, which

shall'have;guriSd;;tion to éetermine the-_matter' ~ Ge

novo and to affirm revefSe; or modify as appromrlate,i

‘the cetermlnatlon of the Federal aoency

GVNVRAL PROVISIONS
Set;' 305, Each contract entexed 1nto by & reaeral

aoency shall employ 2 patent rloht clause ;conbalnzng

'approprlate prov:slons to prov:ce --

(1) ‘that the contractor czsclose each subject

‘invention to the Federal acancy vithin a re=sonab‘e

' t1me after it|becomes. knovn to conbractor parsonnel
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responsible fer the aéministraiicn of invention an

atent matteré:]ané that the Federal Governrment Gay.

jef

receive title ‘to any  subject . invention - not
cisclosed to it within such time; and . -

unéer'section‘301(2)'o£"thié

contractor - make & writte

A

;'be. apnrovea by ;he reaoral acnncy vhe;her the “

‘contra tor. v171 re;aln t;tle- to. @ subject

'inventlon : pursuant to - the provisnons- of-

sectlon 302 of thlS tntle- Provided, That, "in

'W'anyvcasefwhere.publ:cat:on,3dn sale, or public

_use has initiated  the one-year . statutory

period wherein valid pztent protection can

still be obtained, within the Uniteé States,

_ the periOd for electionf.of“ title TaY be -

-

'_snortene& by the Feae*al agency to & oate"that_*

the statutory period; ]'

(B) 2 contractor which elects rights in =

"subject invention agrees to filg[}i];mtent

- - - - . -
applzcatzonJ!prlor to any statutory bar date

-

.-15-_ ' = B S e

- (2) vunless the Government acguires title to-

clcsure under peragrEp (1) ofg-

is no_.mdre than 60 days prnor to the end of .

G nu; /‘rcr-,-w-’.;u-""f/fh-’-‘»"' S S
r? rf 2 / rr_lf’ QA bt inead A
-'f( L'JP ITL" lrJf.ﬁvr‘nf f-LA ;,zr,—,(- a4

- rd 4

_Fed 2l 'auency:-kithln Zgﬁo S

[or‘such.additionalrtzme as mcy,,

. L
& /%AIO~€£/¢ T”hL

-




ST R

on

g

SN

Lo 12

e
15
E 15

'-‘51;'.

Y

'18 "
"19_"

20

21

22

23
24
25

26

27

that may occur under title 25, United Staztes
Code, due to publicztion, on sale, or public

vse, andg- 5ha11 therezfter - file ccrresponu-nc
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G/(oaﬁ%'

patent ,applications in other._countries

hich it wishes to retzin '-title‘i within

Lol

reaspnéblé  times, . and 4th£t: the.'FEdera

Governmeﬁt.may receive title to any .su“ject

.'.1n‘x_>entic>n's': in _th.e-.Unit_ed ' téteg or other
" ¢ojnt;i§§.in: whi¢hl_the”;cént:actor .Has_.not

filéﬁf'.ﬁaﬁént: apDTEEafidns “on ‘the - ‘subject
'fznvenbﬁoﬁ w1th1n such tlmES'_and_,

(C) the contractor in -the event'a,Unitéc
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'Statés patent Eppllcation“is filed, by or
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its ~ ‘behalf or . by Hany. a5signee:-of

o
Yy
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‘contractor,  will = include = - within

o)

i

__m, i

spec1f1;atloh'_of;'such‘ épplication  2ngd
1patent i$éuiﬁg-thereon a statement'.spec{fyin
 }thé£f the3finventiQn..uas nage u«tn Goxernﬂent
sﬁpaort'and £hat“the%.Government. has certein
rlghts 1n the invention. | |

f,qa Bufe Ll irseg
(3) l""é‘a s  BACKGROUND RIGHTS

Sec. 306. hothlng contazned in this Act shell be
construed to deprlve the- owner_of_any backg:ounc PotEﬂt
or of suvch rights as. the owner may have under such

_ patent.
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WASHINGTON DL 23571

honorable Harrlson H Schmltt

© . United States Senate
" Washington, D.C. 20510

" Dear Senator'Schmitt:
~In accordance with our telephone conversation, I am enclosing a brief summary

- of the DoD position on your bill, S. 1657, the "Uniform Science and Technology
' Research’ and Development Utilization Act.” The version- to which we refer, and

believe to be the most recent, is that reported out on May 5, 1982, by your

" Senate Committee on Commerce, Science, and Transportatlon '_The_polnts we WOU1d"r'
3'11Le to: make are essentlally these . o R TR

o The b111 1s headed in- the rlght dlrectlon but there remaln a few

: ;problems

o . In March thlS year, the Admlnlstratlon, DeD concurrlﬁg; submltted to

' the staff of your Committee certain language changes whlch would have overcome

,all objectlons ‘at least. from Federal aoenc1es

"o The latest version of S.. 1657 st111 does not contaln all of the recom-. .
mended changes. There,are_two which in our view are essential for a Federal

. patent pollcy

dlsclosure and reportlng of - 1nyent10ns mist be based on a tlme
certaln e.g., their maklng or reductlon to practlce,

- DoD must have the rlght 1n cooperatlve programs to subllcense
%%qallled governments ' S . : : : :

0 Wlth the changes DDD would support the bill.

There are some 1nd1cat10ns that the Armed Serv1ces Commlttee is concerned about

_the technology transfer -aspects of the bill.  In our view, this bill is and

should be a patent policy bill. . Technology transfer, partlcularlv as involves

“the industrial base and the Soviet threat 1s.a far broader subject and should
. be treated elsewhere ' :

I hope this is respon51ve to your questlon

Slncerely,

~Attachment
.. as stated
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S. 1657
DoD Position

“Gn March 8, OMB imvited agencies to a meeting to discuss a Senate staff draft
" of S. 1657, and to formulate an Administration position on the legislation.

‘Like earlier versions of S. 1657, the revised draft provided that the contractor
shall have the option of retaining title to subject.inventions (Section 302),
subiect to at least a nonexclusive, paid-up license in the Govermment (Section -
©301(c){2)), except in certain circumstances {Sectien 301(a)). The basic - '
" concept would thus parallel the President's Patent Policy, which presently
~governs most DoD research and development contracts, and is one which essentially
we would support. ' E : - : g

" There were some provisions of the staff draft which the research and development
agencies found objectionable. The research and development agencies principally -
" ‘interested are DoD, NASA, and DOE. OFPP and OSTP were also.represented. At
- .- the meeting, an Administration concensus was reached, and language agreed upon
- which would. have overcome the objections of the agencies. : We understand that
OMB transmitted the language changes to the staff of the Senate Committee on.
Commerce, Science, and Transportation,: to'which the bill had been referred. -

The bill, as since revised, remains unchanged in two essential provisions.
~ One concerns Section 305, which relates to the requirement for contractors to
disclose and report contract inventions, and to take action either to file '
‘patent- applications, or to elect not to file and to so advise, thereby giving -
the Government the option of securing patent protection itself.  As presently
written, the bill bases these obligations on the point at which the invention .
-~ '"becomes known'' to contractor persomnel responsible for patent administration.

' There is mo requirement on the contractor to make the invention known. - This

-problem has been avoided by DoD over theé years by basing the reporting and
- filing requirements on the event of the invention being first made or reduced
to practice. This affirmative requirement sets the running of the contractor's

f Jb_obligation at a time certain, and enables the Government to assure that patent

pplications are filed by the contractor, or that the CGovernment's right to
€ file domestically -and overseas is not barred by the patent laws of. this and-
- other countries. The language submitted by the Administration weuld have -
cured this weakness in S. 1657. ~ = - B S
- The second problem with S. 1657, as it presently. stand$, concerns the 'ability. . .-
- of the Government to enter into cooperative armaments programs with NATO.and
- other allied governments. We have long held the view-that it is important to
the conduct of our international cooperative programs that the Government
retain the authority in appropriate circumstances to grant rights to allied _
‘and friendly governments to utilize DoD-sponsored technology. Language submitted
- by the Administration but not adopted in the current version of S. 1657 would
~have accomplished the desired result by providing that the royalty-free license
_in the Government carries with it the additional right to grant sublicenses to -
- foreign governments when determined to be in the national interest pursuant to.

- -existing or future treaties Or-agreements. -




You have asked for my advice as anr attorney concerning certain
organizational conflict of interest questions which have been raised
concerning the national laboratories in the event the Schmitt bill
should be enicted into law with its present languaqe granting a first
~option to Federally funded invention, first conccived or reduced to
practice at a GOCO facility to the eperator or contractor of the GOCO
Facility. Specifically, you indicated that the following situation
“had been postulated as an argument to show organizational conflict of -
interest at a labordtory such as this one, :

An invention 15 made with Federal funds at this Laboratory and an
option is granted under the provisions of the Schmitt bill to pass
title to either the - operator of the Labor-
atory or to-a nonprofit entity acting on behalf of the Laboratory.
Thereafter, a royalty-bearing, exclusive license iy granted tu a
corporate entity with the royalties being applied for the benefit of
the contractor and the Laboratory. Subsequently, a procurement is
sought on behalf of the DOE or the Laburatory involving a project:
wherein the licensed invention could appropriately be used but is
not necessarily required, i.e., there are satisfactory alternatives.
Morcover, Laboratory staff are on the sclection panel determining
which industrial bidder will get the contract. The Ticeasce bids on
the contract. o

The arqgument is made that in the circumnstances noted above there is

an organizational conflict of interest because it would be in the
“Laboratory's interest to have the licentee obtain the contract since
this would result in the payment of royalties, accruing tu the benafit
of the contractor or the Laboratory. It is my opinion that such an
argunent is clearly erroneous in that the express langudage of the
Schitt bill precludes any payment of royalties in these circumstances.
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Thus, Section 30i{c) requires that any contract entered fnto by a
Federal agency include appropriate provisiuns whereby unless greater
rights are acquired by the United States under Section 301(a), at
least an irrevocable, nonexclusive, nontransferable, pald-up license
to make, use, and sell any subject invention throughout the world by
or an behal f of the United States is reserved to the United States.
The term “contract™ i5 defined in Section 103(1) as including any

assignment, substitution of parties or subcontract of any type entered
.1ntn or executed for the conduct of experimental, developmental,
-research work in connection with the performance of 2 contract with
a Federal agency for the performance of the zame type of wur s Toe,y
: exper1menta1 developmental, or research.

It is therefbre apparent that if the Schmitt bill is enacted into

law with its present lanquage, the prime contracts urnider which the
various national laboratories operate would of necessity be modified
to conform them to the requirement set forth in Section 301{c) as

. wiell as the various other requirements 1mpu;ed by thﬂ.aLhmItt_hil] or
- P.L. 96-517 as amended by the Schmitt bill.

Since 1t 13 not seen how Laboratory staff when acting in an official
capacity could authorize or approve amy contract or subcontract

which would be other than by oy on behalf of the United States, there
ceould be no royalties patd as a result of the use of a Vicensed fnven-
tion and hence no monctary benefit to the Lahoratory. In this circun-
stance it is my opiaion that there is no organizational conflict of
tnterest, : \

K

To the extent it may be contended that the gramt of a contract to
 the licensea even in Such cirvcumstances would nonetheless provide an
fndirect benefit to the Laboratory and thus still constitute an
organizational conflict of interest, such contention is also without
mertt. The only indirect benefit arqument of which 1 am aware appears
postulated on the thenry thal the use of a licensed invention in a
contract or subcontract authorized or approved by Laboratury staff:
would redound to the benefit of the Laboratory in that it would aid
in the commercialization of the invention and thereby ultimately
result in greater royalties to the contractor and/or the Laboratory,




support a Tinding of arganfzational canflict of interest. First of
all, contracts let on behalf of tha laboratory are almost invariably
for programmatic purposes as ultimately defined and approved by DOE

or other Federal program managers. As such, they are not Yntended.

for commércialization and it 1s an unusual circumstance when 1a and

of themselvas, 1.e., without substantial and significant additional

- effort by the licenses, they result in a commercial product, Second-
1y, any contracts or subcontracts authorized or approved by Laboratory
staff are raquired to conform to procuréement policy and regulations
authorized and approved by DOE. Clearly, the letting of a contract

or subcontract merely for the purpose of aiding {n the commerc¢ial-
1zation of a Vicensed tnvention would result 1n disapproval of the
contract during the contract review cytle by DOE. Finally, to the
extent that {t can be reasonably percefved that the granting of title

to a Federally funded tnventfon would Vikely result 1n &n organfzational
conflict of interest, this would presumably constitute an obvious
exceptional circumstance Justifying a refusal of the agency to gqrant . —
rights to the invontion to the operator of the GOCO,In appropriate //

circumstances, such refusal would he Justified under Section 301{a){2)
af the Schmitt b1}, L : _

A —

b

Accordingly, it is ny opinion that passage of the Scheftt 111 wil)
not resuit 1n organizational conflict of interest for this Laboratory.




THE WHITE HOUSE
WASHINGTON

July 21, 1982

Dear Senator McClure:

This letter presents the Administration's position on
the provisions of 5.1657, the "Unifoxrm Science and
Technology Research and Development Utilization Act,”
concerning rights to inventions resulting from research
performed by Government-Owned Contractor- Operated {GOCO)

entltles.

The Administration strongly supports the approach to this
issue embodied in S$.1657. That Bill, as reported by the
Senate Committee on Commerce, Science, and Transportatlon,
‘provides GOCOs the first option to ownership of inventions
made with federal support, unless
dictate otherwise. This approach is consistent with the
central thrust of this important legislation -- private
sector ownership of rights to patents resulting from
federally-funded research, unless such ownership is
contrary to the national interest.

Although this approach reverses the long-standing patent
ownership practice of DOE and its predecessor agencies,

as well as that of some other agencies, we have concluded,
after careful study, that there is need for the change

reflected in S.1657.

Successful technology development and commercialization

by the private sector are critical to efforts to revitalize
- our economy and enhance our international stature. To'

- this end, the Reagan Administration is committed to remov1ng
barriers to, and providing incentives for, increased private
sector technological innovation and productivity. The
major thrust of S.1657 is to stimulate innovation and
‘productivity in the United States by encouraging transfer
of federal R&D results to the private sector for commercial-
ization. We, therefore, support S.1657 as a means of
enhancing this country's efforts to commercialize technol-
ogies, increase productivity, and contribute substantially
to job creation. Because GOCOs represent a tremendous '
source of technological innovations with significant
commercial potential, they should have every incentive to
identify and transfer these innovations to the private
sector. Patent ownership has proven to be a powerful
incentive to innovation and commercialization of technology.

"exceptional circumstances"




Those promoting retention of the present policy suggest it
i8 necessary to maintain GOCO commitment to agency goals
and prevent the possibility that GOCO ownership of inven-
tions might diminish or distract from the performance of
a551gned tasks and lead to a conflict of interest. 1In our
review, no such conflicts were identified in the performance
of any long-term government R&D contracts where contractors
retained ownership of government-funded inventions, Absent
compelllng arguments to the contrary, we believe it
inappropriate to establish any sweeping exceptlons to the
_general policy proposed by S.1657. ‘

In those specific situations where government ownership of

inventions by GOCOs is justified, S.1657 authorizes agencies

to limit the rights of a contractor simply by determining

- "that there are exceptional circumstances reguiring such
action to better promote the policy arnd objectives™ of the

act (Section 301(a)(2). This is consistent with the policy-

established in Section 101(5), to "guarantee the protection

of the public interest." '

We hope that this discussion clarifies the Administration's
strong support for Senate passage of 5.1657, including .its
handllng of the GOCO issue. We will be pleased to discuss
this issue with you and your Committee further as required.

We are advised by the Office of Management and Budget that
there is.no objection to the submission of this report for
your consideration and that the adoption of the recommenda-
tions made herein would be consistent with the program of

the President.

Sincerely,

L s

G. A. Keyworth _ i
Science Advisor to the Pre51dent

The Honorable James A. McClure

United States Senate
Committee on Energy and Natural Resources

3121 Dirksen Office Building
Washlngton, D.C. 20510
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(I)

TATEMENT OF

ADMINISTRATION
POLICY

~ June 25, 1982
(Senate)

? ¢5. 1657 -- Un1form Science and. Techno1ouy
- Research and Development Utilization Act
: (Schm1tt (R) NM and 5 others)

The Adm1n1strat10n supports Senate passage of S. 1657, which

. extends to large businesses the same approach to.the allocation
. of rights to inventions resulting from federally funded R&D as -

granted under P.t. 96- 517 to small bus1nesses and non- prof1t
forgan1zat1ons._g -

'*********
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~ POST
HEW OF USDA CIA svVC NET VA FCC
Iii, COMNTRACTOR TNVENTION DISCLOSURMNHM)
B. Pricot Protoection {continued;

Tatal {18, patent applica- FY 70. 66 0 2 7 14 [} g 0
fecns (iled 'Y 1. 73 1] 6 T B 2 0 Q
FY 72 82 ] 2 8 2 4 1 0

FY 73 64 0 0 6 1 g 2 0

FY 74 94 0 1 7 4 17 1 1

FY 75 08 . 0 2 0 1 40 4 1

FY 76 181 2 2 I 2 a8 k3 1)

{8t Apulicaiions fled by PY 70 31 0 2 0 i] 0 ) 0
LERTLS iuvernment bas FY 71 22 0 8 0 1] i 0 0
iitle} FY 72 32 0 2 2 0 0 1 ]

‘ FY 73 2 0 0 o 0 0 o 0

FY %4 18 Q 4 ] 1 [ 0 0

¥Y 756 28 0 2 0 0 b} 0 0

FY 76 13 [ 2 [4 i 1 ES 4

(L) Applicntions filed or T'Y 70 35 0 ] T 14 6 L] 1]
caused 1o be filed by con- FY 71 51 0 0 7 B 2 0 0
wractors {(Goavernment has  FY 72 BG 0 0 6 2 4 0 0
ticensed FY 73 44 0 0 g 1 8 2 ]
FY 74 76 0 0 7 3 17 1 ¢

Y 75 70 L] 0 0 1 40 0 1

FY 76 11§ 1 0 1 0 57 0 0

Tota)l {oreien patent appli,—TY 70 101 0 1] 0 0 i i) 0
eationyg flmd FY 71 112 0 1] 0 1 1] 0 L}
) Y 72 154 0 ¢ 0 o 0 0 0

's\ FY 73 148 [\] 0 0 1] - 1] 0

FY 74 174 bl Q 0 0 3 0 ]

FY 75 160 0 0 0 ] B 0 0

FY 7s 58 1 [ [ 4 4 1 0

fad applicationy filed by FY 70 [ 0 0 0 0 0 0 ¢
an Behalf  of ageney FY 71 0 0 4] ) 9 i} [i} ¢
{Gavermmaenl has title) FY 72 0 ¢ 0 0 0 9 0 o

;O OFY T3 34 9 o 0 Y 0 o

/ TY 14 42 0 0 0 a 0 0

[ FYw 18 0 o 0 9 0 0

oo FY 76 20 0 o e 9 o 0

(iy Number of inventions FY 70 [| B 0 ] 0 [ 0 0
covered hy these for- FY 71 0 [} 1 ] ] 0 0 1]
celgn apwlications ‘ FY 72 1] L] 0 ] ] 0 ] 0

R FY 73 3 0 0 0 0 0 0 U]

FY 74 4 0 1} 0 a 0 0 0

FY 76 2 0 ] 0 1 L] 0 9

FY 78 4 0 0 0 o 0 0 o

Sy Applications filed or FY 70 101 [i] 0 0 a 1 0 4
caused to be fled hy FY 71 112 1] 0 ] 1 0 [¢] (]
Tother fhan Governmend Fy 72 154 0 0 o 4 0 0 o
Y 73 109 [} 0 i} L] - )] n

FY 7 132 0 0 0 0 3 0 n

FY 76 82 0 0 ¢ 9 5 1+ 0

FY i 58 0 a 4] 0 % [ [

{i} Bumber of inventions FY 70 18 ] 0 0 0 1 0 0
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