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September 15, 1997

- TOx BEN WU
FROM: - JOEALLEN
SUBJECT:  REVISED AMENPOMENT

Asyou requested, attached is a revised bill with a 30 day pubhc notification procedure for
inventions mude outside of the Federal Techno]ogy Transfer Act (sce new .
{¢) of the bill. :

Norm Latker drafted the language and made the exce;llent point that we need very strong
- legislative language emphasizing that this provision oaly applies to inventions made outs:df.
 of CDOpt‘:Id,thC R&D Agreements under the FITA. The amendment is pretty clear on this,
. but emphasizing it againin your report language Won't burt. If you would like us to draft
'sometiung, please let me know _

As.you well know, Rep. Morella's 1995 amendment to the FTTA promised col]aboratmg
companies exclusive field of nse licenses to inventions coming {rom the CRADA. There is
- no reason to advertise these inventions. The revised Ianguage allows agencies to adverlise
- already existing inventions which they can license or include in CRADA’s as appropriate:

- Hopefully this should answer the primary objectidu you have received to the bill.

“Oneother poiﬁt Jim raised was the deletion of the requirement of a commercial |
development plaun. Ibelieve your current language should be sufﬁc1ent to meet thm

- concern.

The amendment requires [revised Sec,tmn 209 (b)] that agencies canmdsr the apphcantq
“intentions, plans, and ability to bring the invention to practical applications or otherwise

promote the invention’s use by the public.” This allows agencies like NIH to obtain .

whatever information they feel necessary before granting an exclusive license. . S

Furthcr, in negotiating cxclusive licenses it is common practice in industry, universities
~and Government-owned Contractor-operated Jabs to inclode “duc diligence” clanses.
These are legally binding agreements with the licensee on how they intend to develop and

market the invention.  They usually include “milestones” for monitoring progress. Since
nost public sector technologies are a long way from commercial development, this
procedure is much more realistic in actually monijtoring progress than a plan suhrmtted
before the agency and the cumpany have ever negouated a license, _




- If it appears that the company can’t or won't develop the invention, the lcensor can revoke

the license, or modify it to make it non-exclusive. These procedures are sufficient to protect

. the public and the agencics’ interest in moving discoveries rapidly to the marketplace.

Section 209 (1) underscores the agency’s ability to obtain needed information for license
enforcement, and their ability to revoke licenses “in whole or in part if it delermines that the

licensee is not excuting LhCll‘ comznitment to dChlEVﬁ practical uuhzancm of the invention
wnhm a reasonable time.”

c¢: Norman Latker




1. Add to FTTA, section 37T 0 (b)(2)

grant or agree to grant in advance 10 a callaboratm party, patent licenses or assignments, Or

+ options thereto, In any invention made in whole or in purt by a laboratory employce under the

‘agreement or fu a federally-owned invention ... (new language emphasized.
2. Delete Section 209, P.1, 96-517, as amended, and insert in lieu thereof:

Section 209 Licensing federally owned inventions

(a) Any [ederal agency may grant exclusive or puartially exclusive licenses on federally owned-
inventions when such actions are reasonable and necessary incentives to calt forth the investment
capital and expendxturm needed to bring the invention to pracucal application or otherwise promaote
the mventon’s utilization to the pubhc.

_(b) In making determinations to grant cxclusive or partially exclusive Iiccnses_; the federal agency
shall also consider that the public will be ferved by such licenses in view of the applicant’s
intentions, plam. and ability to bring the invention to praCtlcal apphcatlons or otherwise promote
the i mvanuon $ use hy the pubhc . e

{{c) After a fedeml agency Izas f‘ leci patem apphcatwns to protect government

ownership to Inventions made oulside of cooperative research and development
agreements under the authorities of Public Law $6-517, as amended, such agency
shall make the invention available through public notice in an appropriate manner
Jor 30 days prior to the grant of any license thereon.

(d) A Federal agency shall not grant such exclusive licenses under this subsection if it determines
that the grant of such liccnges wﬂl tend to substantially lessen competition or lo create or maintain

other 31tuat10ns inconsistent with the antitrust laws.

- (&) In making such dcterminations, the fede;ml agency shall normally grant the right to use or sell
- the invention only to a licensee thaf agrees that any products embodymﬂ the invention or produced

through the use of the invention will be manuf&gtmed substantially in the United States.

(f) First preference in crzmtmg exclusive or partially licensing of federally owned inventions shail |
g0 to small business firms having equal likelihood as other apph&,antb to bring the mventlon o
pmcﬂcal application within a reasonable time. _ _

(g) Afier consideration of whether the interests of the Federal Government, the public interest, or
those of United States industry in foreign commerce will be enhanced, any Federal agency may.
grant exclusive or partially exclusive licenses in any invention covered by a foreign patent
-application or patent unless it determines that the grant of such licenses will tend to substantially

. ]essen competition, or create or maintain other mtuanons inconsistent with antitrust laws.

(h) The Federal agency shall maintain a racord of determinations (o gra.nt exclusive or partially
e*{cluqve liccnses. _
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(i) Any grant of a license shall contain such terms and condilions as the Federal agency determines

approptiate for the protection of the interests of the Federal Government and the public, including

| provisions for the following:

(1) periodic reporting on the uuhzatmn or efforts at obtaining ntilization that are being made
by the licensee of the invention: Provided, That any such information shall be treated by the
Federal agency as commercial and financial information obtained from a person and privileged und

confidential and not subject to disclosure under section 552 of title 5 of the United States Code:

(2) the right of the Federal agency to tertninate such hcense in wholc or in pcu"t if i

determines that the licensee is not executing theu commitment to actueve practical atilization of the
-invention within a reasonable time: ' :

(3) the right of the Federal aﬁency to terminate such license in whole or in part 1f the
licensee is in breach of an agresment obtained pursuant to paragraph (&) of thiis section; and

- (4) the right of the Federal agency to terminate such license’in whole or in part if the
licensee deterrnines that such action is necessary to meet requirements for public use specified by
Federal regulations issued after the date of the license and such requirements are not reasonably
satisfied by the l1censee o






