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riss to enter into cooperative research and t arrange-

ments with- private industry, other units of Government, universi-
tiem or other per~ “~=%} authorizes & broad of cooperative re-
search and devej;;p:;i%% arrangements where is a mutusl in-
terest between the tory mission and other levels of govern-
ment or private sector organizations.

Section 5 defines cooperative agreements ag thoee in which the
Federal Government provides resources, but not funds, along with
aeoﬂahomﬁnﬁ:?y,tnwardthemductofspeciﬁcrsseamhorde—

is

‘velopment whi consistent with the missions of the am

Wﬁtﬁs section istn?:e intended to prol:lihit Fmtad
contributions as migh authorized and appropri
other acta of Congrees. priated by

To effectuate cooperative research agreements, the section gives
Federalhbom%r:eatheauthoﬁtytomptﬁmds,mvima:i
property from collaborating parties; to agree to t in
vance licenses to patents on inventions made by FedaraT:;ployee!;
to waive the Government's right of ownership in inventions made
by an employee of a collaborating ; and to permit employees
or former employees to hel&co intize their inventions, to the
extent this is consistent wi ;ﬁ::cy requirementa.

Section 5, as well as the sections of H.R. 3778, make no
changes in the conflict of interest laws ing Federal employees
or former Federal employees. The Committee not believe that
this section releases former employees from conflict of interest re-
straints in current law, and does not intend this result. Agencies
have Lhe flexibility under this section to est.abliahfstandnrds for co-
operative research arrangements which prevent former employess
from benefitting unjustly from their former employment. Converse-
ly, laboratories may need the assistance of former employees to de-
velop the commercial potential of inventions, and this provision is

" intended to allow their participation according to agency stand-

ards.

In addition, section 5 does not almmat laws to give exist-
ing or former Federal employees ip of inventions discov-
ered in the course of Federal employment. A former employee may
file for a patent on an invention made as a Federal em -under
current law. Under Executive Order No. 10,098, 15 Fed. Reg. 339
(1950), however, Federal employees must report and assign the
rights to all inventions made in the course of their employment to
th'%lf‘eedeﬁoﬂties vetﬁedbymtionﬁ isgive. Section §

au con are permisgive. n
authorizes but does not ire agencies to extend these decentral-

. ized authorities to their t-operated laboratories. More-

over, whenever an agency does extend these authorities to a labo-
rahorydtiirector,the ot retainsdiacre%ohnetodocideinbowhxiléth
cooperative if any, to enter. director may rej

anyp%ﬁ'eraﬁmayundecisignm'iberin.mdsetsuchmmand
conditions, as the director sees fit, subject only to the requirements
set forth in section 5, other applicable law, and agency directives.
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A director may, for example, give priority to proposed cooperative
agreements which, in the judgment of the director, are most likel
to benefit em t in the United States orthetechnieddevaz

opment of US. companies. . i )

Section 5 also allows agencies to permit their laboratories to ne-
gotiate and assign or issue patent li on inventions the Gov-
ernment owns. Industrial firms may be attracied to a laboratory by
interest in an existing invention, and the laboratories need the au-
thority to negotiate directly with firms that may wish to enter into
cooperative arrangements to develop the invention further. )

Often, collabrrqtion between a laboratory and some other crgani-
zation can be expected to lead to future inventions. All parties
should be clear on who will have what rights to future inventions
when the work begins. This amendment allows Federal laborato-
ries to assign rights in future inventions to the cooperating, outside

. It is anticipated that agencies will norm.aﬂy retain for the
vernment a paiﬁieense to use or have future inventions used in
the Government's behalf. _
~ Section 5 defines a laboratory as a “facihr‘g or group of facilities
owned, leased, or otherwise used by a Fed ncy, a substantial
gurpoee of which is the performance of and development
y empioyees of the Federal Government.” This is a broad defini-
tion which is intended to include the widest poesible range of re-
search institutions operated by the Federal Government.

This definition would include, for example, the Earth Resources
Observation System Data Center, which the U.8. Geological Survey
operates in Sioux Falls, SD. Universities, other Federal agencies,
and private companies are interested in establishing a cooperative

.research institute there for remote sensing applications. The

Center would clearly have the authority to participate under this
legislation.

Most of the cooperative arrangements and patent assignments
are expected to be forms of cooperative ments as eatablished
by section 6305 of title 31, United States e. Although these co-

- operative research and development arrangements must be consist-

ent with the missions of the laboratories, the primary purYoae of
the agreements is to take technologies that originate in the labora-
tories and to stimulate or support their development and commer-
cialization.

It is expected that these authorities will open an entirely new
form of benefit to State and local governments by allow;u;x_ﬁbthe Fed-
eral laboratories to become active partners and contributors of
technologies to promote regional economic development. Where de-
gired, the coniributions may be made thro foundations or orga-
nizations established to advance State and local economic activity,
such as the Rio Grande Technology Foundation in New Mexico.

SECTION 6

This section adds a new section 13 to the Stevenson-Wydler Act
which establishes a dual employee award system. First, it requires
Federal agencies that do a substantial amount of research and de-
velopment to set up a cash award system to reward scientists and
techniciana for inventions, innovations, or other outstanding contri-
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butions; It directs agencies to use existing authority or mulﬁga au-
it b e et G, B e vard oo stoplores >
: an a an em up
to $10,000: Section 4502} of title z United States allows
awards ap<to $26,000 with the concurrence of the Office of Person-
nel Management. Section 4504 of title 5, United States Code, allows
Presidential awards of unlimited amounta. The National Aeronau-
tics and Space Administration has additional authority to award
employees up to $100,000 under the National Aeronsutics and
Space Act of 1958 (42 U.S.C. 2458).
Second, it requires a direct payment of at least fifteen percent of

_royalties received for the -ight to use Government-owned inven-

tions to the Federal employee-inventor(s). The Bayh-Dole Act has
ired universities to siure royalties for Federal funded research
since 1980. The universities have found royalty sharing with their
inventors to be & powerful incentive which increases the number of
inventions reported and encourages inventors to contribute to their
commercialization. The committee believes this provision will ac-
complish the same end in Federal laboratories.
Committee 15 percent as a minimum amount and
believes the Federal tories will learn from the university ex-
i caandincreasethispercentage.'l‘heﬂommitherecﬁjm
r, that agency culfures differ, and agencies such as Na-
tional Aeronautics and Space Administration, which has an active
employee award system, may want to keep royalty sharing at this
minimum,

The new section 13(b) allows Federal agencies to retain royalty
income rather than return it to the Treasury. Agencies must trans-
fer the balance of royalties, after paying inventors, to their Govern-
ment-operated laboratories, with a substantial ﬁmntage going to
the laboratory which produced the invention. The laboratory may
keep all royalties it receives, up to five percent of its annual
budget, and 25 percent of royalties in excess of the 5-percent limit.
The laboratory may use the income for mission-related research
and development, for education programs for laboratory employees,
t;:gd empioyee awards, for scientific exchange, and to pay patenting

This section is intended to provide predictable incentives to Fed-
eral researchers and their laboratory managers to develop the com-
mercial potential of their work. This incentive approach is an inno-
vation in the Federal Government which shoul monitored. Ac-
cordingly, the new section 13 includes three provisions to insure
that royalty income over and above a laboratory’s normal budget
does not adversely affect the laboratory’s primary mission.

First, the new section 13(bX2) limits amount of royalties a
laboratory may retain in reiation to its annual budget, as di
above. Second, new section 13(d) requires agencies to report on roy-

alty receipts and dispositions to Confru in their annusl budget

submissions. Third, new section 13(b) requires that, beginning in
fiscal year 1988, royalties shall be subject to appropriations.

ing in fiscal year 1988, the Committee anticipates that
agencies will submit reasonable upper estimates of royalty
amounts they anticigte receiving. Committee intends that
these estimates wili be appropriated in addition to regular agency
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budgeta. The Committee intends that royalty or other income from
inventions received after the enactment of this act and before fiscal
year 1988 shall be retained by the agency and distributed as pro-
vided in this act: )

The new'section 13(bX2XE) provides that agencies may use their
royaity income to pay patenting costs and other expenses inciden-

" tal to managing inventions, including the fees or costs of services of
- other agenciés or other services. In some cases, for example, agen-

cies make arrangements with the National Technical Information
Service whereby the Service provides patent and licensing services.
This new section allows agencies, if they and the Service agree, to

_ pey for the services out of royalties.
. The Committee does not intend, however, that the new sectiofi 13~

be interpreted as eliminating the Service’s existing suthority to
accept payment for services through an alternative mechanism of
user charges. Because the Service's patent licensing program is ex-
pected to be increasingly self-sustaining, the Service would run into
severe cash-flow problems if it were forced to rely only on delayed
payments from a royalty stream. Moreover, the Committee intends
that any such user charges shall continue to be exempt from the
appropriations process. Therefore, the term “roysaities or related
income” in new section 13(bX2) means funds paid by a licensee or
asgignee for rights to an invention but does not include user
charges (as defined in OMB circular No. A-26) paid by such licens-
ee or assigned for retention by the Service as reimbursement for

- coets of developing licenses or assignments, including payments for

foreign patent filing, maintenance, or other costs.
Some representatives of businesses that employ scientists fear
that establishing roysalty sharing for Federal employees will set a

_precedent for legislation mandating royalty sharing for private in-

ventors. The Committee believes that the government is different
from private industry in that it cannot promote or reward inven-
tors as easily, and that more inventions will be reported and devel-
oped if Federal employees have a guaranteed share in potential
royalties. The Committee does not intend for this provision affect-
ing Government employees to set a precedent for private employ-

eed,

Section 6 includes cash award provisions in addition to royalty
sharing so that agencies do not neglect productive employees (and
laboratories) who either do not work in commercizally productive
areas or who contribute to, but do not have their names on, pat-
ents. The Committee intends that a substantial percentage of royal-
ties go to the laboratories that produce the inventions. The Com-
mittee intends that “a substantial percentage’” mean more than
half and perhaps all of the royalties. Nevertheless, section 6 allows
an agency to distribute royalties to non-commercially productive
laboratories as well as those that produce inventions that are
transferred to the private sector. The report of the Packard panel
emphasized the need for laboratory managers to have discretionary
funds to invest in innovative activities in the laboratory. This need
exists for these laboratories as well as for those doing commercially
applicable work.
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pected that when this is done, the government will retain ita
normal right to use the invention without paying royalties. Labora-
tory employees may also voluntaril t;ra.ns¥er to the laboratory the
ownership of an invention made outsxde of assigned duties for pat-
ant.mg and promotwn. :

' SECTION 8

WyTgln ?ct.ﬁo'?‘h contains technical amend.aenil to thtg:gm;mon-
ar ey are generally designed into con-
formity with e.nstm% practice. These amendmenﬁ include repeal-
ing the National Industrial TechnolgnBoard changing the
name of the Centers for Industrial T ology to Cooperative Re-
search Centers, the name the National Science Foundation uses.
. There is no authorization for these Centers, however.

Section 8 also amends the Stevenson-Wydler Act to change refer
ences to the Office of Industrial Technology to the Assistant Secre-
tary for Productivity, Technology, and Innovation. The Assistant
Secretary’s office has been n:n.mg theee. ﬁmct:ons. The Com-

MIH“ is awars #‘aaﬁ +‘|- aﬂninim tinm has nwanmead waducing thae

budgetoftheAmstantSecretnry’so Thecmeamthubﬂl
B authotised deder soparate, & “?&“?ﬁ'if&’n.“uﬂét’mﬁ“’f‘ﬁm
ig au under separate, ann ollows
the administration’s the Commitiee notes that the Asaist-
ant Secretary’s office be fully staffed in 1987, and will continue
toenntasasmall,exacutwa ce after 1987. Therefore, it is not
inconsistent with the administration’s proposal to bring the act
into conformity with existing practice.
The Committee initially oonmdored reau orm.ni‘tcl.zg Stevenson
Wydler Act, which had a 5-year authorization w
1985. The administration stro opposed reauthonzatlon. In two

hearings in April and May 19 ever, the Department of Com-.
merce expressed its contmu.l.n% port for the technology transfer
provisions in the act (section 11), and its belief that, because thay

arafundedthmughaset-mde.theydidnotneedtobereauthoh
ized. Department of Commerce officials also stated their intention

to fund other provisions of the Act, such as the National Technolo-
?ecfnedfl end duhl:novmon, imo? gl',e’ﬁg:.l Depercgn t :f?u&ty'
ology, ; ou en m-

erce fun The Committee concluded reauthorization would be

neededfoxfh:lﬁ those portions of the act, specifically sections 6, T,
and 10, whichzad never been implemented. Y




26

SET. 11. COOPERATIVE RESEARCH AND DEVELOPMENT AGREEMENTS
(a) GznEraz Avrmorrry.—(1) Each Federal may 1
the director of any of iis Gommt—om% Iam
ries— . _
(A) tosenter into cooperative research gnd- development ar-
rangements (subject to such regulations or review procedures as
the agency considers appropriate) with other Fedfm. I xgencies,
- units of State or local government, industrial grwzd;f"om (in-
cluding corporations, parinerships and limited “partigrships),
public and private foundations, nan;pmﬁt organizations (in-
cluding universities), or other persons (including licensees of in-
ventions owned by the Federal agency): and
(B) to tiate licensing agreements under section 207 of title
35, United States Code, or other authorities for Government-
owned inventions made at the laboratory and other inventions
Federal employees that may be voluntarily assigned to the
vernment.
(2} Under arrangements entered into pursuant to paragraph (1) a
laboratory may—
(A) accept funds, services, and property from collaborating
pgmfﬁa and provide services and property to collaborating par-

(B) grant or agree to grant in advance to a collaborating party
_patent licenses, asaeinmenb, or options thereto, in any inven-
tion made by a Federal employee under the arrangement, re-
taining such rights as the Federal agency considers ap’fropriate;

(C) waive, in whole or in part, any rif:;t of ownership which
the Government may have under any other statute to any inven-
tions made by a collaborating party or employee of a coilaborat-
ing agarty under the arrangement; and

) to the extent consistent with any aplplicable re-
quirements, permit empl;,:es or former e"—.pzayees of the anahfg
tory to gartm ipate in efforts to commercialize inventions ¢
made while in the service of the United States,

Lo () Each agency shall maintain a record of all agreements entered
i _ into under this section. . :
i (b) DEFINITION.—As used in this section, the term—

(1) “cooperative research und development agreement’” means
any agreement between one or more Federal laboratories and
one or more non-Federal parties under which the Government
provides personnel, services, facilities, equipment, or other re-
; sources (but not funds to non-Federal parties) and the non-Fed-

eral parties provide funds, personnel, services, facilities, equip-
| ments, or other resources toward the conduct of specified re-
] search or development efforts which are consistent with the
| . missions of the agency, except that such term does not include a
! procurement contract or cooperative agreement as those terms
are used in sections 6308, 6804, and 6305 of title 81, United
States Code; and
. (2) “laboratory’” means a facility or group of facilities owned,
! legsed, or otherwise used a Federal agency, a substantial
| _ purpose of which is the eﬁ;mam of research and develop-
f ment by employees of the F 1 Government.”.




(c) Retarronsarr 10 Lawn—Nothing in this section is intended
to limit or diminish existing authorities of any agency.
SEC 1+ REWARDS FOR SCIENTIFIC, ENGINEERING, AND TECHNICAL PER.

SONNEL OF FEDERAL AGENCIES

(a6} Caser AWaRrDS ProGRAM.—Ths head of each Federaul agency
that is making expenditures at g rate of more than $50,000,000 per
fiscal year for research and development in iis Government-operated
iaboratories shall use the appropriate sti¥i<¥ry authority to develop
and implement a cash D ‘to raiddrd its scientific, engi-
neering, and technical personnel for—

(1) inventions, innovations, or other cutstanding scientific or
technological contributions of value to the United States due to
commercial applications or due to contributions to missions of
the Federal agency or the Federal government and

(2} exemplary activities that promote the domestic transfer of
science and technology development within the Federal Govern-
ment agnd result in utilization of such science and technology by
American industry or business, universities, State or localgygov-
ernments, or other non-Federal 7

(b) PAYMENT oF ROYALTIES.—Any royalties or other income re-
ceived by an agency from the licensing or assignment or inventions
under this section or under section 207 of title 35, United States
Code, or other authority shall be reigined by the agency whose labo-
ratory produced the invention, except that beginning with fiscal
year 1988, such royalties or other income shall be subject to appro-
priations, and shall be disposed of as follows: :

(1) At least 15 percent of the royalties or other income received
each year by the agency on account of any invention shall be
paid to the inventor or coinventors if they were employees of the
agency at the time the invention was made. Payments maa
under this parngroph are in addition o ihe reguiar pay of the
employee and to any awards made to that emtployee. and such
paymenis shall not affect the entitiement or limit the amount
of the regular pay, arnuity, or other awards to which the em-
_ployee is otherwise entitled or for which the employee is other-

wige e%::ﬂble.

@) balance of any royalties or related income earned
during any fiscal year ager paying the inventors’ portions
under paragraph (1) shall be transferred to the agency’s Govern-
ment-operated laboratories with o substantial percentage being
returned to the laboratories whose inventions produced the
alties or income. Such royalties or income may be retgined
the laboratory up to the limits specified in this paragraph, and

(4) for misgion-related research and development of the labo-
ratory;

(B) to support development and education programs for em-
d (o);ﬁclmtomm f the labo fo b

re emp of & ratory for contributing

to the development of new technologies and assisting in the

transfer of technology to the private sector, and for inven-

t?nn; of value to the Government that will not produce roy-
alties: .




