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EXECUTIVE @F?é@@ QF THE FRESIDENT
 CPPICE OF MANAGEMENT AND BUDORT
WASFNGTON, 0., 20803

July 6, 1988

MEMORANDUM FOR: DEPARTMENT OF COMMERCE
‘ DEPARTMENT OF DEFENSE
DEPARTMENT OF ENERGY
DEPARTHMENT OF JUSTICE
DE?ARTHENT OF ;;;ﬁFURY

FROM: | Jesoph 6. Heslfdd
Daputy Amsociate Didector
for Energy and/Bcience

SUBJECT Interagency Coordlinating Meeting on Title IV of
£.1460: Technology Hanagement Policy for the
Department of Energy’s (DOE) Natienal
storatariaa

on Fridey, July 8, at 2 p.m., there will be & meating to
dizcuse Title IV of Senator Domenicli’s bill 1480 (also called
Amendment No. 1627-Department of Energy National Laberatory
Cooparative Research Initiatives Act). It will be held in
conference Room 10102 at the New Executive Office Buillding.

Title IV contains Technolegy Hanagement pelicies that will
guide the DOE laboratories in their future joint ventures, It
includes Intellectual Property contract Provisions, Technical
Data and computer Seftware Owhership Conditions, Patent Ownership
conditions, and Provisions on Autheriti&@ te Enter into Coopera-
tive RE&D Agreemeneaa

Bacause of the breadth of thess issues, it ia important thae
all the agencies with ¢oncerns in thess areas meet to help de-
veiop an Administration Position on these provisiona. It is very
impartant that each of the subsections be discussed and the views
of amch of the various agencies be understood. Then OMB staff
will then be abla to incogporata agency views into & position
gratement on this Title. The resulting statement could then be
used either for a "ficer positlion® eon the bill or as a means for
suggestions @hanggs, for dlscuassions with the Senator or his
staff,

In Attechment A there are terege degcriptions of ths contants
. of each section of Title IV and, vhere apprepriate, terse state-
© ments reflecting agency concerns OMB staff feel azre yet to be
resclved. Some of thase coneerns ar® major, others are mipux;
nevertheless, they need to be cleared up so that everyana Kxnows
where we staad on %h@ ispues.
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T have ' alsc attached & short plece from a Department of
Energy (DOZ) regulation that destribes the function and role of
POE‘a Kational Laboratery Contractors (Attachment B). These labs
are Government Owned/Contractor Operated (GU/CO} entlities. One
contractor, such as the University of California, may operate
Bora than one lab (ip this case 3 labs) or it may eperate only
one, such as the University of Chisago at the Argonne Hational
Laboratory near Chicage. In either case, lab directors are the
smployses of the contractor, not the manager of the contracting

firm.

I hope this exposition of the issues will enable us to sert
through the varjous sectiong of Title IV as quickly ae possible
80 we can spand the bulk of the hour in disecussing each agency'a
rationale for their positions on the issues. '

Attachments
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Attachmant A
Bisovwesien: Title X7 of B8.1400

8@%.4&1&464; Findings, Purpoee, Policy, aend Definitiens of
Title IV-Technology Hanagement at the Dapartment
of Energy National Laberatories

Beatament !

. The Natlional Laboratories have demeonstrated suoceases in
techneclogy transfer into the private sector but this has not heen
considered a main misslon of thess laboratories. The Natlional
Laboratories should be contreolled in such & menner as to promote
the use of technology and devices developed in the ¢courss of
their research to improve the competitive advantage of U.S.
industries. Hora effective management mesns streamlining the
contracting process while adeguately protecting thae intellectual
property present in the laboratery.

Thug (401(2)), "managemant authority for intellectual prop-
arty wmust be granted te the Directors of tha DOE National
laborastoried to ensureé what they can negotiata with industry to
gat up ceoperative RED agreemants.”

188uEs

1. Status of the Director of & DOE National Laboratexy:

National Laboratories are operatad by contractors. The only
role of the contractoer le te exscute agency directives. The
"Labg" are not legal entitlies and do not empley Federal
personnel. The only legal entity inveived ils the contractor
raeponaible for mandging the laboratory. Effectively 8§.1480
by-paasez the contractor, and gives management authority to
ong ©f the contradtor‘s employess. But the laboratory
director is nelther responsible for execution of the centract
to manage the laboratory noyr ls this individual able to
axecute a contract on behall of the Governmant without a
delegation from the agency. (Bnergy, Justice arguse this ls o
najor soneern.)
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Gommefoe and Treasury, on the other hend, would argua that
slthough, perheps, not the ®beet® way te achleve Pedarel
technoleogy tranefexr, an approach such as the Domenici bill
vould ensure that thers ig an entity besides the Depatrtment
with the responeibility To see to commercializstion of the
resultsa of Federally-funded R&D. Whethar this enticy iz the
director of the laboratery or the contrector, per se, ism not
4 key lssue. :

Approach te Technolegy Transfer: Ignoring legal lissues, is
This the best way to schleve the desired result of tachnology
trangfer £zom the DOE laboratories? (demeral: All agencies
have thia concaern.)

The Department of Eanergy argues that the agensy should re-
(quire that gll income earnlng intellsctual property resulting
from collaborative regeaarch agreaments bDetween DOE labora-
tories and private sector partles should bs given dirseely to
the private sector entity participating in the agreement.

The Kational Laboratories should be vlewed as technical
resources for the private gactor; they should be contrelled

by peillcies that would prevent them from bsing ipn competition -

with private aasctor entitlies.

Warger Issues: Historically DOE has bad the mandate ¢to dis-
seninate and publish all of its ressarch for the use ¢f the
public. OME notes that now a2 series of tachnology transfer
Bille hgs clearly moved 1¢ & policy of withholding inferma-
tion so that it can be exploited for private profit. Never-
thaless, no one is suggesting that particular private eom-
penies anould be given exclusive use of Government research
fazeilitiez and then exXclusive use of the lucrative products
that the company chooses to develop with Government funds.
Thug, theére is a confllict bestween the indlvidual steps taken
{0 advance technology tranafer and the overall purpose of
Government laboratories. This basic conflict bstwean public
and private interests reuaing to be resolvad. FPerhaps that
iz the isasue that ghould bg discussad instead of focusing on
the details of lagislation that slmply 2lde-steps this basic
confliet. :
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B2C.405-406: Cooperative R&D Agreemenis and Contraet
Congiderations :

gtatenant:

Tha Secratary of Energy shell psrmit the director of any of
its National Laboratoriea to enter inte cooperative sgreementz on
bghalf of the Department of Energy and to nesgotiate intellectusl
property licensing asgreements for its owm T&ggrdﬁggy,

Under such agresements the director nay accept, retain, and
use funds, personnel, services, and proparty from collaberating
parties and provide perscnnel, services end property to these
collaborating parties.

Agresments of value less than or egual to 31 willion are not
supjact to the approval of the Becratary of Energy. For agree-
ments eéexceading § illion the 8ecretary of Energy shall approve,

Bil
disapprove, or require modifications within & 30-day period be-
ginning on the date tha laboratory notiftles the Secretary.

Agrsements shall not exceed 10 percent of & laboratory’s annual

| ﬁ%&gnd t and each agreement shall not exceed $10 millien.
r

BEUBE:

Constitutionality: It ie officlals of the Executive Branch
who are veaponsible to both Congress and the President for
sxecuting agency programs. Is it constitutional for o
non-Government eémployeé to execute the functiens of an
Fxrecutive Branch officer or his Fedarsl designes? (Justices
notes, 0o, that this constitutional argument end other more
complax arguments would also relate te Title II of the bill.)

2. Appropriation Tranafers: Congress appropristes funda for

specific purposes. It is the responsibility of the Executive
Branch to ensure that these funds are axpanded for those pur-
poses. At the very least, legislation would have to delsyate
authority to a private sector entity or & private lndividual
in & legally reaponsibie manner and appropriate funds teo be
gpant by that entlty or that lndividual. (Boezgy, ©MB, and
Justice find this a yery troublessome aspect of the
legisiation.)
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3ec. 407¢ Patent owngrehip and the Conditions of Cwnership

Statament:

A National labkorstery for the purposzes of this section snhall
be traated in the pame manner &8 &3all businsess and non-profit

organizstions, -

The laboratory shall have gutometic election of tlitle rights
to inventions unless the Dapartment hes notified the laboratory
within 90 daye that the invention has been designated sensitive
or classifisd or that the technical infermstion iz covered by an
axceptional circumstances determination.

The Secretary.of Energy may not use export ¢ontrel statutes
or ragulations as a2 basis for refusing teo grant the righte of
autopatic election of an invention. Exceptional eircumstances
provisions of the patent code are not applicsable solely on the
basis of these export control ctatutaes,

1ssues:

1. Export Control Stetutes: Theses stetutes alene are not a
valid reason te withhold potentially valuable commercial
property from contractors. (GemeZal: All agencilea agree on
this peint.)

legally ensure compliamnce with &ll export contrpl laws and
regulations, particularly in areas asffecting nuclesr pro-
literation and nuclear weaponry. Qtherwise, the azgency has
sufficient Cause ©o deny automatic election of all patent and
licensing rights. Rights to inventions would then be awarded
to the contractor on a case-by-case basis.

3. Technology Transfer ahd Commercializetion: National Labors-
torles ére neither smell businesses nor nonprofit organiza-
tiong with entry into the commarcial arena. If the object is

Government-funded R&D, the private sector party collaborating

; lectual property subiect to lte sfforte to commercislize
- these pesults. (Breggy)

g%t% with the laboratory should automatically be glven all intel-
Y

fﬁ&a. Federal Technoleogy Tranafer Policay

step in the right dl Some legislation 1z needed to
bring the Department of Bnergy patent policy inte conformity
with that of other Fedaral agencies. Current practlos of the
agancy does not go far eneugh in the area of technology
transfer and patent peolicy €o satliely even Bxecutive Orvder
12591, (Ceommercss, Treasury)
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Sev. 408;:  Teachnical Deta or Computer Sclitware and tThe cenditions
of Ownership

Statamant!

Technicel Date and Bofivaré shall not be published and made
gvailable to the public by the agency when it has petential
commerelial value. It remainsg the propserty of the labaratary
through the director of the laboratory.

The director of the laboratory ahall determine if this ma-
tarial sheuld be availlakle to the public under Frasdom of
1nformation Act (FOLA) vequests during the term eof nondisclosure
to the public.

Izeuse:

1. pevelopment of Datae and Software by the Natlonal &abara*er—
ies: 7The Department ©f EBnorgy (DOE) has @& SEACUGOEY Teqguike-
@gEZf,f~mant to disseminate the tschnical data and software develepsd

undeyr CLOE funded research granta to the public and to U.S.
induetry. Thie Information relates to and supperts the auth-

Tiiky orized agancy mission. Much of this infermatlon ism developed
specifically for application and utilization at DOE fmuglin
ties other than the developing sita. :

Technicel data and software of this kind must be avail@hla
for the entire agency’s use or the taxpayer will heve to pay
nany times over for the same information &nd capabilities.
The role znd function of DOE‘s GO/CC’s ls 4t lesszue hare.

(Bnergy)

2. FOIA exemptions: This legisliatlon would vast the airactar of
a Nationgl Laboratory, 8 private citizan, with the discrstion
te determine what ie and what ls not materlal subject to FOIA
regulations. again, ths role and function of DOE’s @@/Cﬁ’s
is at issues, (Baczgy) .

3. lLargery Issuem: This legislation contalns a very brgaé
aaf§nI€Ean of technicel date

= the term "technical data™ means recorded information of &
sclentific or technicel mature regardlezs of form or the
medias on which it may be recordesd.

Apyﬂ L This definition would stop the publicatien or éilut@ tha

content 6f most mcientific arcvicles published by empluyess of
DOE laboratorieés, Thae use of this definition would seriously
aiter the currently existing relationship between the
Department of Energy and its Natlonal Laboratery contractors.
Current practice conslets of sele-sourcing to these labore-
tories breadly defined, non-gosl orlented research contracts
to carry out Congressionsly-mandated directives. This
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practice relies un tha lmplicit assumption that the single
function of these laboratorlies is to conduct régearch with a
iongetars gaynff that hes no immedinte appllication in any
identifieble arens including the commercial sector.

Te set the laborateries up as property helders with vested
irtermats in commarcial entarprises is te changs radicelly
their nature and function. Today they are entities that
carry out lmportant research taska that privste ressarch
astablishmentz £ind to be too basic or too leng-range to
engage thelr interest. The product of resgsarch at LOE hes
been publlshable results. The purpwsa in genarating techni-
cal dats hes baen to make the results generally avellabls to
the public. 7The real issue Lo be discusesd relative to thie
provision end the more general intellectusl preperty previ-
sion 1s the role of DO GO/CO laboratories in the ismplemen-
tation of natlional sclence policy. (0B, Baexgy)
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Sec. 409-411: Intellsctual Property Contract Previaiens, Special
: Rula fer Walver of Government License Rights,
March-in Righte

ftatenant:

; The managenent of all intellectual property rightes developed
within a laboratory shall be the responsibllity of the dirsctor.
All roysltles or lncowe from it will be used as specified im the
Fedaral Technology Transfer ket of 1586,

: All costs of obktalning and protecting intellectusl properey
rights owned by the Natiocnal Laboratory shall be paid for by the
Department when not offset by incore eazmed from licensing of
laboratozry-owned intellectusl) preperty rights.

: Unilese the contracter gg@r&t&@ the laboratory f£or no prefic
.oy fee ba§gnd axpensns or allows all income earned from labora-
tory intellsctusl property to revert to the laborastery, the
contiactor shall pay t¢ the U.8. devernment reasonable compensng-
Elon based on the value of the technolegy transferred.

; When intellectual property rights are licensed by the labora-
- tory to third parties, standard march-in righte are available to
the agency to ensure that the technology i commercialized.

égﬁsu@ﬂi
1. Por copperative venturgs: The collaborating industriul perty

: iract interest and investment 1n the reseavch &8 well
as the eapabllity to commercisiize the technelogy. Thus, the
most efficient transfer inte the private sectoer will be
realized by automatically giving eil rights and income sarn-
ing property to the commercial firm. (Baergy)

2. GConflict of Interest Pollgles: Contractors of the Department

of Energy are private sector entitles. ALl provisions of the
contracts betwaeen the Department and the contractoer must be
negotiatad. Bhould the contractor (or egually the laboratery
directer) be glven the blanket autherities suggested in the
legislation, it is necessary that eonflict of intarsest provi-
sions governing technology transfer activities be statutorily
mandaced. Without that mandate such contract provisiens,
protecting both the contracter and the publle, would be
almpost lmpossible 4o nagetliete. (Baezgy, ONB)

{3, goests Borne by the Government: Patent litlgation can be
- anormously expansive. It is totally unwise to adopt & pelicy
@Efi in which the Department of Energy agrees o indemnify its
1 contractors sgainst such licigation. The Government would
then be invelved in support of ¢ contrector’s pesition with

@
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regard Lo property over which the @overnment has no manage-
mant eontyol.

It ie Blwo an unwarrented subsldy to have the Pedexal
Government pay sll costs for privete saector licensing agree-
pente. There is no reason to adopt such a p@lic{ simply be-
csuse the private sector party in this instance 12 a Natioral
Leaboratory ma&nagement contractor or its laborstery diractor.
(Bnergy, OKB)
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Attachment B

DOE Management and Operating Contragters
(fvem a proposed Class Patent Ruls)

//D?/ g@(/é

Regarding G0C0 contractors, the Department of Energy (DOE),
unlike most other Gevernment agencles, employs contractors Lo
manage and operate certaln of its major vesearch, production and
weapone facilities. The follewing principles, as set £orth by
the Becretary of Energy, provide the policy framewtrk for thess
management and operating (8000} contracte:

e (1) The Government retalnaz responslibility for overall pro-
B gram management and project technical divecticn while
L - the contractor i{s responsible for the day-to-dsy

o managenent of the werlk;

'S | {2} The Gevernmant and contractor have an identity ot
h : interest in the miasion being pursued;

(3) The partiss intend a long~term closs r@iati@nﬁhép:'
(4} The Govermment assumes virtually 8ll financlal risgk;
(33 The centractor iz hired t¢ menags;

(6) The contracter broadly aupports the performance of
governmant functions by executing programé of national
gignificance on behalf of the Governmpent; and

{7y The Gevarnment ultimately le responsible for security,
health and safety eand the proper use of public funds.

Thaese contractor-uvperatsd Government faclllitleas have ror some
forty vears benefited LDOE and its predecessor agencieg in carry-
ing out agency research, development, &nd demonstratien (R,DED)
programs. The GOCO facilities have, in great me&sure, had a
ramarkebla record of aclentific and technieal success. This sue~
cese ia due, in part, te the unique contractuual relaticonahip
. thet existe between DOE and its GOCR8: vis., the dedicaticn of
P woth tachnical and administrative skills of a private organiza-
tien tv a significent Fedsral mission in @ close, long-term,
sooparative relationship.




