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Analyszs of Statutory and Adm1n1strat1ve Roles of Ageneles

Section 6 of P.L. 96- 517 is composed of 35 U.5.C. 200 through 211. Sections 202 through R

204 cover disposition of inventions to universities, small business and non-profit
organizations. Sectlons 207 through 209 cover the hcensmg of government-owned

' 1nventlons.

OFPP is designated under 35 U S.C. 206 as the offxce respon51b1e for establishing o
'standard f_undmw agreement provisions ealled for by 35 U.S.C. 202 through 204. OFPP is

= -also designated under 35 U.S.C. 206 as the office responsible for determining the need to

issue regulations implementing 35 U.S.C. 202 through 204 after receiving

- recommendations from OSTP. While it is uneclear from 35 U.S.C. 206 whether OQFPP

needs to obtain the advice of OSTP in drafting the standard funding agreement provision,
it is presumed they do since the conditions of the provision are set out in 35 . S C 202

'throuO“h 204

) GSA is. demgnated under 35 U.S.C. 208°as the office responsible for promulgating
‘regulations for the licensing of government owned inventions under 35 U.S.C. 207 through

209.0STP and QFPP are not gwen a role by 35 U.8.C. 208 in adv1smg on these
regulatlons :

OSTP, as noted, serves in an adv1sory eapaelty in draftmg the standard funding
agreement and regulatmns provided for in 35 U.S.C. 202 through 204. No mput is
reqmred of OSTP in the drafting of regulations to implement 35 U.S.C. 207 through 209,
the sections of the Act pertaining to licensing of government-owned inventions.

OMD has assistance pohey developm ent and-coordination responSIblhtIes but is not
designated a specifie role in the Act. However, clearly basic science assistance pollcxes, :
productivity and innovation, the absence of an ongoing focal point for assuring
implementation, and no provision for OSTP to be involved in advice on the licensing

- agreement provisions suggests at least an initial coordination responsibility and advice to _
_the President on the implications of this Act in promoting a natlonal policy on ' '

mnovatlon Also see Sec. 102{c)4 of P.L. 94- 282

GAO is designated under 35 U.S.C. 202(b)(1)—3 to receive ageney determinations involving |

‘exceptional circumstances which require the use of provisions other than the standard

funding agreement provision; to advise agenecies of patterns of determinations contrary

-to the policy and objectives of chapter 38 or that an ageney's policies or practices are
~otherwise not.in econformance with the Chapter, and at least once each year, transmit. a

report to the Committee on the Judiciary of the Senate and House on the manner in

-which Chapter 38 is being implemented and on sueh other aspects of government patent

pohcles deemed appropriate.

SBA is designated under 35 U.S.C. 20 2(b)(1) to receive agency determinations 1nv01v1ng

‘exceptional circumstances which require the use of a provision other than the standard
' fundmg prov151on in funding agreements with small business fn-ms.
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MEMORANDUM TO: FRED DIETRI

From: Tom Hadd /"‘ '
[ (G
Subject: " Revised Pdfe __ Amendments Draft Regulations (P.L.. 96-517}

In accord with the agreements made between you and my staff on April 28th attached is

- the proposed revised draft regulation and funding agreement clause for P.L. 96-517.

Because of the late date and necessity to use these draft regulations as interim
regulations for a specific period beyond July 1, 1981, | feel it is essential that any
problems you may possibly have with our revisions be resolved prior to publishing the
regulations in the Federal Register. In that connection we have added a few items
regarding the lead agency and appeals issues, and have still remaining the unresolved
issues of alternatives to Section || (Patent Rights Follow-up). - Also, a "road map" has
been provided to indicate areas where changes have been made.

Finally, | would like to propose that in the preamble we include a statement concerning
when OMB will publish final regulations, and in this way indicate that
revisions/refinements will be made quickly based on public comments. This will help
defuse any concerns that a lengthy period will transpire in which the law will be
implemented under regulations without benefit of public comment. In this regard |
propose designating on or about September 15, 1981 as the date we will publish final
regulations. ' :

Please call me if you have any questions.

cc: Jim Kelly
William Mathis
Hal Steinberq
Dennis Prager
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Draft Préanble to Federol Register Notice on P.L. 96-517

(a) écckground

After many years of public debate on means to enhance the
vtilization of the results of government funded research, the

last Congress enacted P.L. 96-517, "The Patent and Trademark

- Amendments of 1980". Sections 202-204 of the Act gives

universities, non-profit organizations and small businesses a

first right of refusal to title in inventions they have made in

performance of government grants and contracts subject to some

~limited exceptions. - In creating this right to ownership, the Act

abolishes approximately 26 conflicting statutory and

administrative policies.

Some understanding of the relative importance of the Act can be
determined from the anmount of research and development funding
impacted. Based on fiscal year 1980's rate of government R&D
funding of small business, universities, and non-profit
organizations, the Act covers the disposition of the invention
results from opproxinnfely 1.2 billion dollars of granf and
contract awards to small business and approximately 5 billion

dollars to universities and non-profit organizations. The 5

billion dollars vtilized by universities and non-profits covers

approximately 65% of the total cost of all the basic research
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.:'f; conducfed in the U.S. This large investment coupLéd_fpr the

ffffst_fime wifﬁ.the incehfi&e_of invention ownershiﬁ in small
businesses, non-profits and universities across all government
research_and development programs cbuld initiate a signiffcanf" '
increase in the commercialization of inventions resulting from

these programs.

(b) Responsibilities Undertaken to Draft Ileenmn%ing

"Regulations

.Under the Act, OFPP is responsible for issuvance of the
regulations implementing sections 202-204 after consultation with
OSTP. In order to expedite the drafTiné of these regbquidns and

“obtain the advice of agency personnel familiar with patent
matters, OFPP reiied‘gn a GSA interagency committee for a
prelimindry draft of the implementing regulations for sections
202-204; This committee was formed through an invitation to all
departments and agéncies affected by the Act to participate in

the drafting of the regulations.

During the drafting period a meeting was held between the Counci |
én Governmednt Relations (COGR), OMB, and GSA representatives to
discuss the concerns of the university community and so!icif
their viewsrin writing. The draft regulations and funding
.agreement clavse of Sepfion 5 represents a reflection of many of

‘the views expressed by CDGR and other interested groups.

Notwithstanding the above, not all issues are entirely resolved
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. as reflected by'dITErnativg Jangudge'ihcorporofed‘into the”Text

..'(QT Section 11 df:the Régulafions) and Sngoing réviews'jnfended.

5

to ensure proper and unifdrﬁ\iwplanenfaiibn, oversight,
evaluation, and adjudication of appeals. -
In particular, conmentors attention and views are invited on the

following important elements of the draft regulations:

A. lIssues of Unifbnnily

- Will the provisions prepared ensure maximum consistency
of application of of the laws and regulations on a
governmentwide basis and provide minimum regulatory and

reporting requirements burden?

- . What appeals and disputes resolution policy and
procedures should be applied governmentwide to ensure

equity, fairness and expeditious handling of cases?

- Under  what conditions should a government agency
entertian an appeal of a decision affecting ownership

rights?

- Are the vtilization reporting requirements sufficient to
provide both the private sector and federal government
adequate information with which to determine proper

utilization of inventions?
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‘::”'ShonHfa single set of uniform requirements for
assistance (grants,'coopergfive,agreanenfs):qndm”.
procurement be "issued by OMB, or one for assistance and

one for procurement?

B. Issues of Coordination and Monitering of the Act‘:

-  Which department or agency, if any, should be accorded
governmentwide responsibility as lead agency for -
coordination, evaluation, correlation of department and

agency reports, liaison with the Comptroiler General,

etc.?

- In assessing what kinds of information shall be collected
" by the lead agency, what should be considered in

evaluating the benefits of the Act?

The above are i]lusfrafive of the type of issues which OMB is
considering in preparing the regulotions for issuance.

Cmﬂhentors'views are encouraged on these and all other issues
contained in the following. Where possible, revised language

suggesting inprdVenénts_and the rationale for changes is invited.




SubJect Implementmg the Patent and Trademark Act Amendments of 1980

- L Issues Requlrmg Demsmn.

Should the Admmlstratlon authorlze the draftmg of. 1mp1ement1ng regulatzons"

. Should the Admmlstratlciys’ﬁgn a governmentw1de focus of responsibility for
* implementing, COW' hg, and evaluatlng the results of this 1eg1s1&t10n‘7 ' '

. . What ougoiyole, if any, should OMB play in implementing this legislation? ‘

-' 'II Background

In the last decade the U, 8. economy has been badly damaged by the ine asmg cost of
imported energy, the decline of available domestic natural resources and “the stranglehold
. of competition from imported goods due largely to low cost laboryi éased productivity

- -or innovative 1mprovements While assessing our economic /%r}b ms it has become clear
. that other nations - Japan in particular — hgve mam;gj% igh level of employment

~ and productivity, and a favorable balance of payment; pite more severe short falls of
- native energy and other natural resources. The fev le trade conditions of these :
nations are attributed, in part, to their rellance on high technology in the manufacture of
products for both domestlc and foreign consumptxon. Tt is now considered nearly an
axiom among many opinion leaders that.te¢hnological innovation is erueial to the

_ continued economie vitality of alt’ natlons, 1nclud1ng our own. Clearly "invention", and its
application as “mnovatmn" are agam fashionable. '

ey

This redlseovered amom has produced competmg spokesmen for inereased support of hlgh
- technology. While thlS competltlon has already produced some legislative and :
admrmstratlve remédies that further fragment innovation and productivity policies,
major 1eg1s1at ofi intended to elean up this fragmentation through creation of a national *
pohcy /of supporting entrepreneurs and new high technology enterprises was enacted _
)r;y:ngthe 96th Congress (The Patent and Trademark Act Amendments of 1980 P.L. 96—

© P.L.96-517 and Its Impact

5"” The Patent and Trademark Amendments Aect (P.L. 96-517) gives small businesses, . -
. universities, and other non-profit organizations a first right of refusal to title in
inventions they have made in performance of government grants and contracts subjeet
only to certain limited exceptions. The Act eliminates approximately 26 conflicting -
- legislative and administrative policies covering the disposition of inventions made by
small business, universities and non-profit organizations with government assistance.
- Essentially, it establishes a erosseutting requirement tied to assistance (grants,
_ L/cooperatwe agreements) and procurement programs. (See Tab A for copy of Act)
Based on Fiscal Year 1980's rate of fundlng of small busmess, university and non—proflt
research and development, the Act will cover the dispositiorn “of the invention results
from approximately 1.2 billion dollars of grant and- contract awards to small business and
approximately 5 billion dollars to umversmes -ghd other non-profit organizations. The 5
billion doltars of federal funds utilized-b¥ universities and non-profits covers
- approximately 65% of the total costs of all the bas1c research conducted in the U.S.

/

" During the past de,,cade, the U.S. experienced the lowest growth in manufacturing




productzvxty of any of the seven major industrialized nations. All the causes of this lag
-in productivity eannot be easily identified. However, the major and direet link between

productivity growth and innovation requires that every possible effort be made’ ‘to

‘enhance innovation. Of the many possible explanations for a low level o ﬁp ovation, one,
~failure to adequately fund basie research, has been ruled out by some ¢

ion leaders
(this position is supported by the business community). This finding cofild well be based
on the smgle fact that the United States has dominated the Nobel S¢ience prlzes with 73

~American prizes in physics, chemistry and medicine in the last 0 years. This is in
contrast to the award of only one similar prize to the Japag;se in a country where

science also gets strong financial support. During the sam period similar prlzes were

~won by only four Russians, five Frenchmen and eight West Germans.

| Thus, one can argue that a serious deficieney in /ur support of innovation appears at the

very next steps beyond basie research in the i yaovatlon process: the direct transfer of
new basie research advances into the marketplace, and their evolution and application to

~related products and processes. There iglittle doubt that the Japanese, with one Nobel

Science przze in 20 years, and with llgt&e energy resources and a positive balance of
payments, is outperforming us in e};)p’lymg the results of research. There is some

o - suspicion that results being applied were derived from U.S. research dedicated to the
- publie through publication i}scéntlflc and government journals and reports. o

1t should be clearly undepstood that these comments are not an indictment of federal

funding of basie resear h. On the contrary, support of such funding should be sustained

- based upon the lon /g/held fact that sooner or later some 1mportant applications of this

research will fm its way into the marketplace. The issue is to facilitate and encourage
such appyn and measure the results of this effort. Further, if basic research was

- not undertakén sooner or later the point would be rea_ched where applications trailed off’
- into insignificance. With the passage of P.L. 96-517, it is anticipated that the incentive
. of invention ownership will significantly increase the technology transfer of smentlfle

results into practical application.

- Force was formed after P.L. 96-517 was enacted on December 12, 1980 but prior to
- appointps

‘The Drafting of Uniform Regulatlons and the Effective Date of P.L. 96-517

The Act creates the possibility of a significant. university/non-profit licensing program
that must be made to work if the full benefits of the nations' investment in basic

 research are to be achieved. However, the legislative progress made.to date could be

frustrated if steps are not taken to preclude variation in 1nterpretat10n and application of

~the Act by the departments and agenmes In this regard, it /1s fioted that a GSA Task

Force made up of the same agencies whose regulations were eliminated by the Act and N
some who resisted its passage, are now drafting implementing regulations. The Task > "f
nt.of a Science Advisor, the Administrator of OFPP/OMB and the Director of \w%’z’ V
Section 206 (35 U.S.C. 206) of ‘thie "Act provides that the regulations be drafted ‘::)
FPP/OMB agter obtammg the recommendatlons of OSTP

" In order to assure the development of uniform assistance guidance thls may require, at
~ least initially, a designated off1ee to which the agencies would be responsible and which

in turn will produce a chmate’conducwe to innovation. It should be understood that
while there has been much- advocaey to support basie research within the Executive

" Branch over the years, ,there has been virtually no move to generate policies-that address-

the need for a concerted governmentwide effort to take advantage of the results of basic

" research. In fact,/many of the same people who support higher funding levels for basic
‘research are uncornfortable w1th efforts requiring greater attention to applled research

A
y
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~(or technology transfer). It's this basie conflict to Whlch the Admmlstratlon must gwe
~ attention to assure "balanee" in 1mp1ement1ng the Act. '

‘#,.
e ™?

{ “Section 87of the Ast makes theLeleyanusectlogs of the Act effectlve on. July 1 “f981
stiance of implementing regulations prior to July 1, 198T Wolld Tequire tHair '1n1f1

- pubhcatlon for public comment and possible amendment no later than early April.

Failure to 1ssue final regulations prior to July 1 would leave open the pOSSI.blllty of
separate agency actlon based on their 1nterpretat10n of the Act. o

IIi. Analysis of Admmlstretlon-ISSUes ,
‘Issue: Should the Administration authorize the drafting of implementing regulations?
Disecussion:

As previously mentioned P.L. 96-517 legislation eliminates 26 agency statutes and
‘administrative regulations and establishes a singie set of statutory guidelines which are

tied to assistance and procurement programs. The Act is silent on a number of issues -

whieh are considered to be particularly critical to its proper implementation. Attached

Tab D deseribes a number of areas which, if left to agency dlscretlon, would create a o
.patchwork set of 1nterpretat10ns of the Act.- o _ _ I

The "march-~in" prov131ons serves as a good example for the need for OFPP/ OMB
involvement. Page 34 of the Senate Report on the Act indicates that '......arbltrary
exercise of such rights must ..... be avoided. The agencies and OFPP should give this
question careful and thorough consideration and develop a Erocedure that carefully
balances the considerations on both sides". This crosseutting law is similar in character
to some 60 other crosscutting requlrements tied to assistance programs, many of which -
-in the past have greatly varied in both interpretation and implementation. A few
notable examples are section 504 of the Rehabilitation Aet of 1973, and the National
Environmental Policy Act. Thus, in order to avoid the problem of non-umform
interpretation and 1mp1ementat10n, and to provide for proper oversight, it is suggested
‘the Administration agree to issue implementing regulations. This would be accomphshed
by OFPP/ OMB after consulting w1th OSTP as requlred by the Act

As noted, it is anomalous that notwithstanding the fact that the preponderant portion of
the awards affected by the Act are grants to universities and non-profit organizations.
the Act gives responsibility for drafting the implementing regulations to OFPP alone. It
is important that the assistance poliey functions support OFPP to assure consistent

. application of the law across the speetrum of assistance and procurement relationships.

. If regulations are to be pursued ‘the July 1 effective date of the Act requires expedltlous =
action. : : '

"~ Decision

Authorize OFPP/OMB to Issue Regulations Implementing PL 96-517

" Yes

No

See me———
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Issue: Should the Administration assign a governmentmde focus of responSLblhty for

implementing, eoordination, and evaluating P.L. 96-517?

Discussions

The Act does not assign a governmentwide responsibility to any one agency. OSTP is

demgnated to provide advice to OFPP in 1mplementlng regulations govemmg‘ federal .

agencies under the Aet. GSA has the authority to issue regulations governing the

" licensing of govemment-owned inventions. OMB has broad authority over assistance and

procurement pohcy and finanecial management pollcy, but has not been designated a
specific role in the Aet. GAO is designated to review agency reports to assure proper
implementation of the Act. (See Tab B)

In the absence of a focus of responsibility no coordination or correlation and analysis of -
the results of this legislation will be eonducted and no vehicle will be available to
evaluate whether legisiative improvements need to be made, and no accountability will

.. be required in agency implementation. Further, the absence of a foeal point in the
- drafting and later oversight of the implementing regulations will leave individual
-agencies as the final arbiter of policy matters arising from the Act's implementation.

Also, sueh absence will preclude a comparative analysis of how federal ageneies are

performing, and thus only a minimum perspective will be available in determining the
. benefits of the legisiation. On the other hand the absence of a focus of responsibility

will establish the agencies as the last resort in the area {absent controversy). It can be
presumed that each ageney will then have a greater incentive to carefully 1mp1ement the
Act.

' 'Respon_sibilities' which a designated governmentwide agency could perform:

- Coordination and exchange of information
- Previding technieal adviee and assistanc.e to agencies and recipients |
- Review of staffing of patent offices in various agencxes to determme whether
- there exists a potential to realize personnel reductions and realloeations which
‘might reduce the agency's budget and increase effectiveness.
. - Propose refinements in the Act

- Aid in the development of a national pohcy on mnovatlon

- Convemng conferences/workshops to assist both agencies and umver31tles and
sma]l business in implementing the Aect

Possible lead agencies include OSTP or OMB in the Executive Office, and Commeree,
DOE, NSF, SBA or HHS among the operating departments and agenecies. -

If a decision is made to designate a focus of governmentmde respohsibility a separate
decision memo wﬂl be developed to analyze the pros and cons of where to a551gn this

funetion.

Declsmn

Assxgn a focus of governmentmde responsmﬁlty to one agency.
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Yes (Prepare specific memo deseribing the optlons avallable and
- advantages and dlsadvantages}

No

See me

Issue: What ongoing Role, if any, should OMB have in Implementing the 1egislation‘?

Discussion:

P..L. 96~517 impacts on three discrete but related OMB interests: pr'ocurement policy,
assistance policy, and regulatory and reports management policy. OFPP has
responsibility, if the Administration desires, to issue overall implementing regulations.

~The Assistance Poliey Branch has responsibility for matters impacting on assistance and

in particular policies impaeting on the implementation of grants and cooperative

. ~agreements under the Federal Grant and Cooperative Agreement Aet. As to thelatter,
- as previously noted, the bulk of awards affected by this Act are grants for basic research
- to universities and non—proflt orgamzations. o

'The new Office of Informatlon and Regulatory Affairs has an interest in reducing

reporting requirements, unnecessary federal intrusion, and paperwork. Although this

Act abolishes 26 different statutes and regulations it also creates a new governmentwide
. set of requirements which could lead to unnecessary reporting requirements, unless -

management initiative is taken to ensure that the reports required are simple,
meaningful as an evaluation tool,and otherwise not burdensome. -

Thus, it is suggested that .proper.implementation -whieh will ensure that the maximum
benefits of this crosscutting requirement are realized will warrant dispassionate -

B oversight and involvement by OMB at least as long as it takes to assure the program is
- off to a good start. This Act is a classie case of legislation having the potential for

fragmented effective implementation which in turn will ereate unending bureaucratic red
tape with the attendant risk that the congressional intent may not be realized. On the
other hand there is equally a potential opportunity to demonstrate that good regulatory

‘management and EOP oversight at the proper time will help assure both that the

- - Congress and Executive Branch realize the ambitious and high priority goals of the Aet -
‘to stimulate innovation and enhance the practlcal use of knowledge developed through
basie research : .

Decision:

. Commit OMB to an ongoing role to assure proper implementation; prepare briefing memo
- for the Science Advisor; convene interagency Task Forece to prepare regulatmns (See

Tab C for outline of implementing plan)

Yes

“No

. See me
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. PUBLICLAW 96-517—DEC. 12,1980 - 94 STAT. 3029

“Any exact copies prepared in accordance with the provisions of

" this section may be leased, sold, or otherwise transferred, along with

the copy from which such copies were prepared, only as part of the
lease, sale, or other transfer of all rights in the program. Adaptations
so prepared may be transferred only with the authorization of the
copyright owner.”. : ' ' ' :

Approved December 12, 1980, -

LEGISLATIVE HISTORY:

HOUSE REPORTS: No. 96-1307, Pt. [{Comm. on the Judiciary} and No. 96-1307, Pt. 2=
(Comm. on Government Operations). ) ' s
CONGRESSIONAL RECORD, Vol. 126 (1980}
Nov. 17, considered and passed House.
Nov. 20, considered and passed Senate, amended.
Nov. 21, House concurred in Senate amendment.

o.
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Tab B

Anaa_yais of Statutory and Administrative Roles of Agencies

Sectxon 6 of P.L. 96-517 is composed of 35 U.S. C. 200 through 211. Sections 202 through

204 cover disposition of inventions to universities, small business-and non-profit

organizations. Sect1ons 207 through 209 cover the licensing of government-owned '
inventions. _

- OFPP is designated under 35 U.S.C. 206 as the offlce responsible for establlshmg
standard funding agreement provisions called for by 35 U.S.C. 202 through 204. OF PP is

also designated under 35 U.S.C. 206 as the office responsible for determining the need to
issue regulations implementing 35 U.S.C. 202 through 204 after receiving
recommendations from OSTP.  While it is unclear from 35 U.S.C. 206 whether OFPP
needs to obtain the advice of OSTP in drafting the standard funding agreement provision,
it is presumed they do smce the conditions of the prov151on are set out in 35 U.S.C. 262

through 204

- GSA is designated under 35 U.S.C. 208 as the office responsible for promulgating

regulations for the licensing of government owned inventions under 35 U.S.C. 207 through
209 OSTP and OFPP are not given a role by 35 U.S.C. 208 in advising on these
regulations.

" O8TP, as noted, serves in an adv1sory eapamty in drafting the standard fundmg '
_agreement and regulatlons provided for in 35 U.S.C. 202 through 204. No input is

required of OSTP in the drafting of regulations to implement 35 U.S.C. 207 through 209,
the sections of the Act pertaining to licensmg of government- -owned inventions.

OMB has assistance policy development and coordination responsibilities but is not
designated a specific role in the Act. However, clearly basie science assistance policies,
productivity and innovation, the absence of an ongoing focal point for assuring

_ implementation, and no provision for OSTP to be involved in advice on the licensing

agreement provisions suggests at least an initial coordination responsibility and advice to '
the President on the 1mphcatlons of this Act in promotmg a natlonal pohcy on

innovation.

GAO GAOQ is de51gnated under 35 U.S.C. 202(b)(1)-3 to receive ageney determinations 1nvolv1ng

o ‘exceptional circumstances which require the use of provisions other than the standard
- funding agreement provision; fo advise ageneies of patterns of determinations contrary

to the policy and objectives of chapter 38 or that an agency's policies or praectices are .- -

" otherwise not in conformance with the Chapter; and at least once each year, transmit a -

report to the Committee on the Judiciary of the Senate and House on the manner in-

~which Chapter 38 is being implemented and on such other aspects of government patent

pollcles deemed approprlate.

SBA is designated under 35 U.5.C. 202(b)(1) to receive agency determinations involving

exceptmnai eircumstances which require the use of a provision other than the standard

-_'fundlng prov151on 1n fundmg agreements w1th small busmess flrms.
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Tab C

Subjeet: Implementing the Patent and Trademark Acet Amendments of 1980

" Introduction

If the decision is made not to issue regulations for the entire Act there will still be a
"need (we believe ) to issue a regulation indicating the eircumstanees under which the
funding agreement clause will be used. However, assuming that the decision is to issue
. overall implementing regulations the fo]lowmg steps are suggested as one approach to
- implementing P.L. 96-517.

L

N
~

- OMB prepares briefing memo for the new Sclenee Advisor mformmg that

person of his role.

OF_PP, with the s_upport of OMB's Assistance Policy Bran'ch, prepares a
memo to departments and ageney heads for the Director of OMB's
signature, informing them of P.L. 96~517, Administation intent to issue -

- regulations and requesting they designate a liaison person to represent their
- respective agencies on an 1nteragency task force which would prepare the’

regulatlons.

. OMB staff prepares de<31s1on memo for the President to select a lead

agency.

The designated lead ageney would, once designated, chair the drafting Task

Force, OMB would then serv'e as Vice-Chairman.

Onee draft regulations were prepared they would be published in the

‘Federal Register for public eomment

Pubhc comments would be reviewed and where appropriate reflected in
revised draft regulations. Where necessary impact analyses would be

developed to ensure reasonableness of the requirements.

It is estimated the entire proeess would be completed by June, 1981, in advance of the
statutory date when the Act becomes eff ectlve (July, 1981) ' : :




Tab D

Some éxamples of areas where the Act is either silent or leaves the choice of
1mplernentat10n to broad interpretation

‘1.  The Act requires that inventions be reported "within a reasonable time." No

definition for reasonable time is provided.

2. . The Act permits the agencies to retain title to inventions at the time of
grant or contract "under exceptional eircumstances." While the legislative
history indicates that the exceptional circumstances provision be narrowly

' applied a preeise definition can not be provided without sufficient operating
experience. If the definition is left to interpretation by the agencies there
will probably be as many definitions or precedents as there are agencies.
Sensitivity, balance, and unlformlty can only be assured through Executlve

Office guidance.

- 3. The Act permits the agencies to retrieve or "march-in" on invention rights
elected by a grantee or contractor in four broadly defined areas. Here again
precise definitions beyond the statutory language cannot be provided without =
‘operating experience. Implementation of the march-in rights without proper
guidance could virtually render the Act useless if agencies take arbitrary

~.positions on "march-in."

4.  The Aect requires that grantees and contraetors submit "invention reports”
when inventions are made and "utilization reports" to determine whether
elected inventions are being worked. The Act does not prescribe the form
and frequency for these reports.. the regulations should set out the minimum-
information and frequency of reporting. Most agencies presently have '
utilization and invention reports requirements but they all differ to the point

- that information on them cannot be correlated nor is any smgle unit of

government evatuating them,

5. ~ The Act provides for utilization reports as a means of determining whether
: - the premise of the Act is correct and whether poliey changes should be made
~on the basis of information obtained, i.e., should the first right of refusal to
government funded inventions be extended to businesses other than small
-business? However, without a eentral focus to analyze the information
obtained by the agenmes the reports could be considered merely a regulatory

: burden

The value of utilization information coordinated and correlated through a
single foeus should not be underestimated. It could provide a snapshot of one
~aspect of what is occurring in technology-transfer from universities to
industry across the entire nation. Conceivably we could know how many

inventions generated by university/non-profit research reach the

marketplace every year; how much royalty return is generated by these
inventions; the trend in areas of technology; the needs for support in various

" areas of technology, areas of dlsappomtment ete., ete.

6. The agen(nes are permitted under the Act to extend the life of a exclusive
license granted by universities or non-profits to industry on a case-by-case
basis. No criteria for such extensions are set out in the Act and probably

could not be generated without case-by-case experience.
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Other Implementi’ng Considerations

The Act is also silent on the handling of disputes or appeals that might arise

in implementing the Act. It is debatable whether the Administrative
Procedures Aet or Grant Appeals Boards could adequately handle such -
disputes or appeals in light of the highly technical nature of patents and in

- the absence of governmentwide guidance. In this regard, it should be noted
~ that a bill withdrawing the jurisdiction of federal distriet courts over patents

and locating patent problems in a new single federal court specializing in

- patents will be re~introduced this session. The bill had strong support last

session and will probably pass. Thus, the special concern for these types of

_disputes has been recogmzed by Congress and the Executive Branch should

also.

_The Act requires that universities and non-profits share royalty returns with

inventors. No cap or floor is suggested by the Act. However, there isa
strong implication and legislative history suggestlng that no-eap is
intended. This flies in the face of some agencms who wish to contmue the
use of caps on royaltzes

A,

C.

Conduct regional workshops or forums where university/non-profit -
technology managers could exchange information on techniques and problems
which arise from invention licensing and technology-transfer. The need for
this type of forum should not be underestimated in light of the short-fall of
experienced people in this new profession. -

1In econnection with the development of a national policy on innovation
require as a condition that each agency conduet an ongoing review of

proposed legislation, existing law, and current administrative practices to
strengthen the patent system, and ensure that the provisions of the Patent. .

 and Trademark amendments of 1980 are properly implemented

Recommend needed legislation to enhance technology transfer, strengthen
the patent system and 1nnovat10n in general






