SOCIETY OF UNlVERSlTY PATENT A-DM[N!STRATORé
Annual Meetirig
February 5-7, 1984
Capitol Holiday Inn
Washington, D.C.

Alternative Means for Commercial Development of University Technology

./Sunday, _Febr'uar'y 5 R_°°m

2:00 .p;m. ' Trustees' Meeting o Gemini

2:00-5:00 p.m. ~ Educational Program R ' Columbia

. Elements of Licensing
Albert L. Broseghini
Director, Research Admmlstratlon
Children's Hospital Medical Center
Boston, MA '

Lamar Washington, Director
Technology Transfer '
Research Foundation of SUNY
‘Albany, NY

Ray E. Snyder
Patent Licensing Consultant
209 LaSalle St.
Chicago, IL _ _
1:00-6:00 p.m.  Registration - Outside Columbia
6:00—8_: 00 p.m. Reception - Open Bar B | . Clark

8:15 p.m. " Trustees' Dinner 0 Lewis

| Monday, February 6

8:30-9:00 a.m.  SUPA Annual Meeting Introduction o Columbia

" Roger G. Ditzel, President, SUPA
Spencer L. Blaylock Annual Meeting Chalrman
H. Todd Eachus, Program Chalrman



. 9:00-10:30 a.m.

10:30-11:00 a.m.

11:00-12:30 -

1:00-2:30 p.m.

2:45-3:30 p.m.

©3:30-3:45 p.m.

.

Negotiation Session |

Negotiating a limited partnership R&D
‘agreement between a research university .

and a biotechnology firm

Negotiation Teams:

Unlver'Slty
Louis J. Strom

Columbia

Patent, Copyright and Trademark Offlce

University of California
B_erke!ey, CA

Ralph ‘D. Pinto

- Alumni Patents Foundat:on
University of Virginia
Charlottesville, VA

Dillon E. Mapother

Associate Vice Chancellor- Resea rch

University of lllinois
Urbana IL

_ Industry
Lynne A. Johnson

Fried, Frank, Harris, Shriver 8 Jacobson

New York, NY

Linda D. B rebnor

Agrigenetics Research Corporatlon

- Denver, CO'

Coffee B reak

Negotiation Session Il '

Lunch

Edward L. MacCordy :
Associate Vice Chancellor-Research

‘Washington University

St. Louis, MO

Long-term Research Agreements

Summaiy of Negotiation

Louis J. Strom

(see above)

"Coffee Break

- Columbia

Clark

~ Columbia



'3:45-5: 00 p.m.

.~ 6:00-8:00 p.m.

8:00

; Tuesday, February 7

_8:00*‘9:30 a.m.

' Technology Transfer and the University of Utah

J. Winslow Young, Director

. Patent and Product Development
‘University of Utah

Salt Lake City, UT

Cocktall Party - Cash Bar ' ‘ . ‘Clark

Dinner - Individual plans -

Panel Discussions

1.

Columbia

I. - Software Licensing ' . Columbia North

- Audley A. Ciamporcero
.+ Johnson and Johnson
- New Brunswick, NJ

. Robert F. Custard _

- University Patent Counsel
Pennsylvania State University
University Park, PA

Research Program

Ray S. Brill

- Executive Vice President

The Small Business High ,
. Technology Institute - -
: Washington, DC . '

- Martin Rachmeler

: Director, Research Services Admmlstratlon

: Northwestern University
Evanston, [L

. Lamar Washington
{(See above)}

Jon A. Baumgarten.
Paskus, Gordon & Hyman .
" 'New York and Washmgton DC

9:30-10:00 a_.m.- . Coffee Break

Small Business Innovation : Columbia South

' Copyright Licensing o Saturn & Venus

\\.



_4_

10:00-11:30 ~ Repeat of Panels I, 11 and 11l -

©12:00-1:30 Business Meeting - Lunch e Clark
1:45-3:15 - Panel Discussions |
" IV.  Trademark Licensing - | . ' ~ Columbia North

William R. Battle _
" Collegiate Concepts, Incorporated
Atlanta, GA

| David J. Kera
Oblon, Fisher, Splvak McClelIand & Maier
-Arlmgton VA

V. ‘Dépoisition of Biological'MateriaIS' - Columbia South
H. Todd Eachus, Modeiator

Bobbie A. Brandon, Director
Professional Services _
- American Type Culture Collection
“Rockyville, MD

_ David G. Conliin '
"+ Dike, Bronstein, Roberts Cushman and Pfund
Boston MA

Jorge A. Goldstem
Saidman, Sterne and Kessler
Washington, DC

Alvin Tanehholtz

Senior Examiner

U.S. Patent and Trademark Offlce j
Arlington, VA

V1. Trade Secrets in University_ Research Neptune & Venus

. Mark A. Hofer
Johnson and Johnson
New Brunswick, NJ

Frank G. Stout, Director -
Crant and Contract Administration @
New England Medical Center

| " Boston, MA
3:15-3:45 ‘Coffee Break
3:45-5:15  Repeat of Panels IV, V and VI

5:30 - e Trustees' Meeting o Mercury



SUPA BY-LAWS

For the purpose of simplifying the language and clarifying
the definitions of "member" and "affiliated member", the SUPA
By~Laws Committee recommends to the membership of SUPA the
follow1ng motion:
That Article I, MEMBERSHIP be rev1sed as shown
on the attached copy, deletions shown in brackets,
additions underlined.

For the purpose of clarlfylng the power of the Trustees and

Officers to take actions at their meetings held between annual

SUPA meetings without giving notice to the membership, the

- SUPA By-Laws Committee recommends to the membershlp of SUPA
the following motion:

That Article IITI, MEETING OF MEMBERS, be -
revised by deleting from line six the words "trustees,

.. or officers" as shown in brackets on the attached
.COPY . S ' '



SOCIETY OF UNIVERSITY PATENT ADMINISTRATORS (SUPA) BY-LAWS

As Approved 2-1-83
 ARTICLE T
MEMBERSHIP

The féilowing definitioﬁs apply to membersﬁip status:

MEMBER:

(a) [Any] A person who is.[a full or parf—time] ég_employeé of an ihstitution
'of highef education [inciuding] or a teaching hospital[s];_whoée responsibility
includes the administration of the institution's tinventions and/or othér] intel-

" lectual property, or who has the same responsibility as such person but is [ a full

or part—time]vgg empldyéé of an entityl, corporété or otherwise,] which administers
 [inventions'and/or other] intellectual propertysfor'[dne of mofe 6f] such an
o instifution[s]§ or | |
Eb)_ [Any] é_ﬁerson who is [not a full or part-time employee of an institution
6ffhighErreducation incluaiﬁg teaching hospitals, but.is] regularly engaged by

[such] an institution[, on a retainer or other basis,] of higher education or

teaching hospital to administer its [inventions and/oxr other] intellectual property.

-rﬁ _Member_or affiliated member status will be granted upon applying for membership

in the manner prescribed by the Membership Committee; being elected to membership

by sucﬁ committee; and paying the dues for the year of such election to membership.

Intitial dues shall not be prorated.

AFFILIATED MEMBER: A person who is responsible for the administration of

dntellectual property belonging to or under the control of an organization other
“than an institution of higher education or teaching hospital, or of an entity which

administers [inventions and/or other] intellectual property for [one or more of] such

an organization, [institutions,] such as a not~for-profit research firm, an industrial
concern, other profit making organization, government agency, etc., may become an
Affiliated Member upon applying for membership in a manner prescribed by the

o “membership committee.’




SOCIETY OF Us/ERSTTY PATENT ADMINI.SITRATO'R_S (o) BY-LAWS
k(if Proposed revisions are edopted)
ARTTCLE T
MEMBERSHIP

The.feilowing‘definitions epply to membership:status:
MEMBER: | |
'(a) A person who is an employee of an‘institution of_higher edﬁéation or
a.teachiﬁg:hospital, whose responsibility includes thezadministratien of the
inetitufien's intellectual proﬁerty, oi who has the same.responsibiiity as such
person but'is an employee of an entity whichiadministefs intellectual property
.ﬁof_such an.institution; or

(b) A person who is regularly engaged by an inetitution of higher education
_.orxfeeching hospital to administer its intellectual pfoperty.

AFFILIATED MEMBER:: A person who is responsible for the admiﬁistration of
‘intellectual property belonging to or under the control of an orgenizationrotﬁer
_ than an ins#itution of higher education or teaching hospital, or ofeee eﬁtity'
which administers intellectual property for such an organization, such as a not-
fof4profit research firm, an iﬁdustria1 concern, other profit making organization,
g0vefnment agency, etc., may become an-AffiliatedrMember upon:epplying fdr_member_
_ship in_a manner prescribed by the MEmbership.Committee. | .

Member or_Affiliated Membef status.will be grented upon applying_for membership
ﬁ1theﬁmnner'prescriﬁed by the Membership Cpmmittee; being elected to membership
' by.such committee; and paying the dues for the year of such electioh_tq_membership..

. Intital dues shall not be prorated.



ARTICLE III

MEETING OF MEMBERS

There shall be an annual méeting-of the ﬁeﬁbership on a date.
 and at a place'to bé designated by the Board of Trustees, either
.Within of without the sfaté of incorporation, for the election
"of_officers'and trustees and for such other busiﬁess as may be
;properly'brbught befdfe'the meeting. Thé Boara'qf.Trustees_
'?may from”time to time call-speciallmeetiﬁgs of the memberﬁhip.
.5Notifidation of ahy ﬁeeting at which éction is to be taken by
:thé membets [tru$tees,:or officers] shall be presented in wriﬁing
 to £he membership at least thirty (30) déys'prior to the scheduled.
 ' meeting7date, |

The'régional_vice‘Présidents may_hold Qhe.or more meetings

in tﬁéir respective areas at any time ekceﬁt during_thé'month
ih wﬁich'the énnual meeting is held.

Each member shall'be entitled to oné_vote, in person or by
}writtén prdxy, at all meetings of the membefship, except a$ herein
'othefwise_provided. Action may be taken'by the vote.of a_majérity
of the members present and voting in person or by proxy. No
‘business shall be cénducted at anf meeting unless at least a

~majority of the Trustees are preseﬁt in person.



“Spencer L. Blaylock

- ‘Associate Director, lowa State University Research Foundation, Inc.,
- since March, 1979. Registered Patent Attorney, Member of the bar of the
States of New York, lllinois and Ohio, and the District of Columbia.

Admitted to practlce before various Federal Courts and the Court of Appeals
for the Federal Circuit. Member and past officer of Licensing Executives
Society. Practicing Patent Attorney since 1957 and involved in all phases
‘of patent, trademark and copyright practice, including extensive licensing

of mtellectual property. _ ' .

- : Member of SUPA since 1979. Served on various SUPA commlttees
and general chairman 1984 annual meeting.



NAME

‘Bruce Merrifield

Spencer Blaylock 1e
nghomas J. Maddeog,"

"' T1p Parker | »
| Dona1d M. Sell
Cruzan Alexahder
William 6. Ewert
. Allen Amgott.

Chor]es !. Schwab

' Gay'Chio
James Buchanan
Norman Latker
Ken Gordon
Maryanne Bach
Bob Barker
John Ratzel
f;'Gaston de Bearn
. Barry Beringer
* Edwin Yates
_Auzvf11e Jaoksonf

Joe A11en f"

W1111am J. Isgro 1

- J. Jancin, Jr.'

Jack Williams

ORGANIZATION

~ Hoffman-La Roche -

__Department of Commerce

Towa State Un1ver51ty

”i';‘Kaye Scho]er F1erman, Hays & Hand1er
"'-Department of Commerce
" 3M Company
3M & LES
- 3M Company
. General Electric
_ Allis-Chalmers
' Martin Marietta
r:Chevron _

: .Department of Commerce

pCIC (Department of Commerce)

.House Science & Technology Committee

Congressman Judd Gregg/Clemson University

House Science & Technology Committee
Hoffman-La Roche

Commerce Congressional Affairs

‘The John Hopkins University -
~ Tennessee Technology Foundation .

~Industrial Research Institute
- Department of Commerce

- IBM

Department of Commerce/OPTI

PHONE

377-1984

515-294-4740
202-783-1200

202-377-8100
612-733-1514
612-793-1511

 612-733-1533

215-962-2431
414-475-3181
301-897-6301
415-894-2270

- 202-377-0659

202-395-4527
202-225-8123
202-225-5206
202-225-6399
202-223-1975
202-377-8181
301-338-8137
615-966-2804
202-377-3101'

. 201-235-4393
' 703-920-5442

202-377-1091



: Membership List
External Interactions Working Group
FCCSET Committee on Federal Laboratories

JANUARY 1984

Dr. Frank B. McDonald ~ 453-1030 ~ Dr. Paul Blanchard 4284245

Chairman, EING , Execut1ve Assistant to the Chairman
Address: Chief Scientist
' Code P o
" . NASA Headquarters ﬁ__‘ 6§§;
Washington, DC 20546 ' _f§z F -
USGS Dr. Robin Brett 860-7428

Department of Interior
U.S. Geological Survey
12202 Sunrise Valley Dr.

959 National Center | . 2y
Reston, VA 22092 o 447', :
- g

‘DOD Dr. Bernard A. Kulp 981-4215
Chief Scientist
HQAFSC/BLZ , f
Andrews Airforce Base, MD 20334
.DOE Mr. Alan B. Claflin - 252-9740
Director, Laboratory Mgt. Div. _' .

Office of Energy Research/ER42 Forrestal
Department of Energy

1000 Independence Ave., SW

Washington, DC 20585

USDA Mr. James Hall - 344-4045
' Agriculture Research Serv1ce

Room 115, Bldg. 005

Beltsv1lle, MD 20705

DOC  Dr. Jack N1111ams 377-1091
Office of Productivity, Technology & Innovat1on
Room 4816

14th & Constitution Ave., NW
Washington, DC 20230

IH Dr. Phillip S. Chen 496-3561
Associate Director for Intramura] Research
Bldg. 1, Room 101

National Institutes of Health

Bethesda, MD 20205

- DOC Dr. Howard Sorrows 921-2226
Director, Office of Recearch and
Technology Applications
National Bureau of Standards

Washington, DC 20234

NASA Dr. Leslie H. Meredith 344-8936
Director of Applications
NASA/Goddard Space Flight Center
Greenbelt, MD 20771




*75 Natlonal Governors’ Assocsatlon CoEL L James R, Thompson
<k YEARS * ‘ . L ol Governor of lilinois
“Chairman

. TASK FORCE ON TECHNOLOGICAL INNOVATION

) Raymond C. Scheppach
- Executive Director

. : _ : i/84
'GOVERNOR JAMES B. HUNT, JR., NORTH CAROLINA, Chairman U R
' Dr. Quentin Lindsey, Science & Public.Policy Advisor.. (919) 733-6500
‘GOVERNOR DICK THORNBURGH, PENNSYLVANIA, Vice Chairman :
_  Walter H., Plosila, Department of COMMerce....<seseeess {717) 787-3003
GOVERNOR BILL SHEFFIELD, ALASKA . " _ .
: Bob Price, Washington Offlce.......................... (202) 624-5858
-GOVERNOR RICHARD LAMM, COLORADQ . ' .
. Leonard Slosky, Office of the GOVeINOL+ssesaesercscsss {303) 866-2471
_GOVERNOR'BOB GRAHAM, FLORIDA o :
,Steve Sauls; Director, Washington Offlce..............' (202) 624-5885
GOVERNOR JOHN V. EVANS, IDAHO . - '
_ Paul Cunnlngham, Office of the Governor............... (208} 334-2107
'GDVERNOR'JAMES ‘R, THOMPSON, ILLINOIS o _ : ) : .
g ' Beth Weems, Washington Offlce......................... {202) 638-5656
. GOVERNOR BOB ORR, TNDIANA o o
o ' John Huie, Office of the Governor..................... -(317) 232-4577
GOVERNOR TERRY BRANSTAD, IOWA o _ _
' * "Rand Fisher, Admin. Assist. to Governor............... “{515) 281-3282
- GOVERNOR JOHN CARLIN, KANSAS
- 'Bob Stacks, Policy ! Staff {913) 296-3232
GOVERNOR JOSEPH E. BRENNAN, MAINE : : . _ '
- Charles Colgan, State Planning Offlce................. {207) 289-3261
GOVERNOR HARRY HUGHES, MARYLAND _ '
: ' David Schad, Director, Washington Offlce.............. j(301) 638-2215 -
"GOVERNOR MICHAEL S. DUKAKIS, MASSACHUSETTS . R
. 'Mark Gearan, Director, Washington Offlce.............. (202) 628-1065
" GOVERNOR RUDY PERPICH, MINNESOTA : S : i o
~© Bally Martin, Director - Office of the Governor....... (612) 296-3391
" GOVERNOR" CHRISTOPHER S. (KIT) BOND, MISSOURI o
B Alden Shields, Office of the Governor................. (314) 751-3222 .
GOVERNOR JOHN H. SUNUNU, NEW HAMPSHIRE : '
o " Paul Collins, Jr., Special Assist. to Governor........ {(603) 271-2121
GOVERNOR THOMAS H. KEAN, NEW JERSEY . : o )
: “Alie Randlett, Dlrector, Washlngton Offlce............ (202) 638-0631
- GOVERNOR TONEY ANAYA, NEW MEXICO : : ) : o
' Jan Hartke, Director, Washlngton Offlce............... (202) 347-3377
GOVERNOR JOSEPH GARRAHY, RHODE ISLAND .
- Dante Ionata, Office of the Governor.................. (401) 277-2071
GOVERNOR RICHARD W. RILEY, SOUTH CAROLINA. ) o .
‘Don Hinson, QOffice of the Governor.................... (803) 758-3208
GOVERNOR LAMAR ALEXANDER, TENNESSEE - . _
. Keel Hunt, Office of the Governor..................... (615) 741-2001
GOVERNOR MARK WHITE, TEXAS . : )
. Meg Wilson, Office Of the GOVEINOL..sseesesessanasnses (512) 475-8491
GOVERNOR CHARLES ~. ROBB, VIRGINIA ' o S
_ " Stewart Gamage, Director, Washlngton Llalson Offlce... - {202) 783-1769
GOVERNOR JOHN SPELIMAN, WASHINGTON PR
: " . pPhil Rockefeller, Counsellor to the GOVErnoOr.......sss {206} 753-6780

. NGA:  Charilyn W. Cowan, StAaff DireCtOfeeeeeeseeoceessssessss = (202) 624-7814.
- - Brent Lane, Staff Assistant...c.ceceseressancnscscasss. (202) 624*7874l'

" HALL OF THE STATES - 444 North Capitol Street - Washington, D.C, 20001 - (202) 624-5300




James R. Thompson
B . : Covemor of lilinois
- ’ : - : Chairman

*75 National Governors’ Association
* YEARS * ; : . ’ o

Raymond C. Scheppach
Executive Director

TASK FORCE ON TECHNOLOGICAL INNOVATION

WORK SESSION’
Sunday, February 26, 1984 '

GOVERNOR JAMES B. HUNT, JR.,
Chau'man

" GOVERNOR, DICK THORN BURGH
Vlce—-Chaxrman

Roundtable discussion of Governors and task force guests:

.

Congressman Timothy Wu‘th

“Chairman

Subcommittee on Telecommumcat;ons,
Consumer Protection and Finance
United States House of Representatives

Dennis Barnes

Associate Vice-President for
Government Relations

University of Virginia

. Le\ms M. Branscomb
~.Chairman

National Science Board/
Vice President and Chief Scientist
IBM Corporation

Dale R.-Corson

Chairman ‘
Government-University-Industry
Research Roundtable |

Edward E. Hood, Jr."

Vice Chairman of the Board
and Executive Officer

General Electric Corporation

Egils Milbergs
Executive Director

© President's Commission

on Industrial Competitiveness

Markley Roberts

Senior Economist
AFL-CIO

Clafe’nce J. Brown

- Deputy Secretary

United States
Department of Commerce

Donald S. Beuman
President "
Microelectronics Center

of North Carolina

William Carey -

Executive Qfficer

American Association for the -
Advancement of Science

John H. Gibbons

Director

Congressional Office of
Technology Assessment

Edward A. Knapp |

aa

Director ,
National Science Foundation ;

"Hugh H. Miller

Executive Officer :
National Academy of Engineering

Jarﬁes B. Wyngaarden

" Director

National Institutes of Health

HALL OF THE STATES « 444 North Canitol Street » Washinston, D.C, 20001 - (202) 624-5300



~ Joseph J. Hauth A

~ Richland, WA 99352 ,

" Lawrence-Berkeley Laboratory

" Paul D.- Gaetjens

- P-225

Peg Bogosian
Patent Counsel
Brookhaven National Laboratory
Uptop New York 11973

Kenneth Richardson
Senior Patent Counsel
Solor Energy Research Institute
1617 Cole Boulevard

-

. Golden, CO 80401

" William Lohff
. Chief Patent Counsel

Argonne National Laboratory
9700 S. Cass Avenue : A
Argonne, IL 60439 N g

Manager, Patent Services

- Battelle - Pacific Northwest Laboratory [

Battelle Boulevard

Robert J. Henry
Head, LBL Patent Department

University of California - i
One Cyclotron Road, Bldg. 80C s i‘

‘ Berke]ey, CA 94720 ' i

Berthold J. Weis ]
Head, LLNL Patent Group H

-‘Lawrence Livermore National Laboratory _ i

University of California
P. 0. Box 808, L668 '
Livermore, CA 94550

Division Leader
Patent Law SerVIces

Los Alamos National Laboratory
P. 0. Box 1663
Los Alamos, NM 87545

David Koffsky'

University Patents, Inc.
1465 Post Road East

- P. 0. Box 90T
Westport, CT 06881

‘Gordon Howe

‘Research Corporation

6840 East Broadway Boulevard
Tucson, AZ 85710-2815

-



el

. Chicago, IL

Philip V Livdahl -

‘Deputy Director (Acting) and Associate Director

Fermi National Accelerator Laboratory
Batavia, IL 60510

Spencer Blaylock

Associate Director

Iowa State University Research
Foundation, Inc.

315 Beardshear Hali

Ames, IA 50011

‘Roger Ditzel

Patent Administrator

0ffice of the Board of Patents
University of California

2490 Channing Way

Berkeley, CA 94720

John Chester

General Counsel

National Science Foundation
Room 501
Washington, D. C. 20550

- Niels Reimers

Manager, Technology Licensing
Stanford University

. Encina Annex

Stanford, CA - 94305

Allen J. Sinisgalli

Director

Office of Research and Project
Administration

Princeton University

P. 0. Box 35, New South Building

Princeton, NJ 08544

Sam Golden
University of Chicago
5801 E1lis Avenue
60637

Howard Bremer

Patent Counsel

Wisconsin Alumni Research
Foundation

614 N. WaTlnut Street

Madison, WI 53705

Edward L. MacCordy
Associate Vice Chancellor for
Research

~ Washington University

Lindell and Skinker Boulevards, Box 1054
St. Lou1s MO 63130 :

Washington, D. C.

S

Howard Silverstein

Office of General Counse}l

U. S. Department of Agriculture
Room 2332, South Building

20250

Richard Shane

Director

Small Business Research and
Acquisition Policy

Office of Innovation, Research
and Technology

Small Business Administration ,\P

1441 L. Street, N. W. -

¥

Washington, D. C. 20416

ichard Constant

Lowell Harmison
701H

The Humphrey Building

200 Independence Ave., S. W.
Washington, D. C. 20201
Pick up No. 245-6811

William J. Maraist
Office of Management and Budget
New Executive Office Building
Room 9026 -

726 Jackson Place, N. W,
Washington, D. C.

20503

ackson PTace,
Washington, D. C.

Sheila Bair

Washangton, D. C. 20510

Jojin Soderstrom

Oak Ridge National Laboratory
P. 0. Box X
Qak Ridge, TN 37831



REXHEN

.Dr. Ralph L. Davis

. Associate Director

Purdue Research Foundation

. Purdue University

Hovde Hall _ _

West Lafayette, IN 47907
C %s Brewster

Kaye, Scholer, Fierman,
Hays and Handler

1575 I Street, N. W.

Washington, D. C. 20005

Mr. Gay Chin

General Patent Counsel
Martin-Marietta Corporation
6801 Rockledge Drive
Bethesda, MD 20817

Dominic Repici
4105 Minstell Lane
Fairfax, VA 22033

Robert Stromberg
Sandia National Laboratories

Org. 400 | _ N
Albuquerque, NM 87185 fFrs 584715538

Dr. Raymond Kahn
* Associate Director
- Research Institute

- Scripps Clinic

- 10666 North Torrey Pines
La Jolla, CA 92037 &/§- 4558179

Don Kornreich

General Counsel

Midwest Research Institute

1750 K Street, N. W., Suite 250
Washington, D. C. 20006

Richard Schnurr

Two First National Plaza
Suite 2100 g :
Chicago, IL 60603

Rolf Mehlhorn

6359 Kensington Avenue

Richmond, CA 94805

Mr. Jon Saxe

Assistant Vice Pres1dent
Chairman-Corporate Licensing Comm1ttee
Hoffmann-La Roche, Inc.

Nutley, NJ 07110

- Washington, D. C.

© Alan Claflin

U.-S. Department of Energy
Office of Energy Research

- ER 42, Forrestal Bldg.

1000 Independence Avenue, S. W.
Washington, D. C. 20585

Norman Audie
Health and Human Services
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Joseph Edminister
Cornell University
Patents and Licensing

" East Hall Plaza

I'thaca, NY 14850

Jim Lyddy

Director of Patents
and Licensing

Packard Hall

Tufts University

Meford, MA 02155

! Mu%'k

Ms. Margaret P. Schachte

Administrative Director

Drug Science Foundation
171 Ashley Avenue

Charleston, SC 29425

Roger Browdy

Browdy & Niemark

419 7th Street, N. W.
20004



r

Morton Bloom _
The Research Foundation
for Mental Health, Inc.
44 Holland Avenue
Albany, NY 12229 (96- 517 amended by 98- 620)

Arthur Nethery

Nitragin Company

3101 West Custer Avenue
Milwaukee, WI 53209 (98- 620)

Jake MasTow
Assistant Director
MIT Patent Office
Room E19-722

50 Ames Street
‘Cambridge, MA 02139

Dr. Phillip G. Thompson
President

Thompson Associates

229 Kennard Street

St Paul, MN 55106

John P. Holloway
2222 Bluebell Avenue
Boulder, CO 80302 (96-517)

Ruth Hadik

Thomas Jefferson University _

1020 Walnut Street . '
Philadelphia, PA 19107 (96-517 amended by 98-620)

Kate Newmgp”

Budget Exdaminer

0ffNce 6f Management and Budget
726 Jdckson Piace, N. W.

Room 9215

Washingt

s D. C; 20503

Steven Sammut

Thomas Jefferson University
1020 Locust Street, M-32
Philadelphia, PA 19107



Susan Learman
University of Michigan
‘Intellectual Property Office
- 225 West Engineering Building
550 East University Street
- Ann Arbor, MI' 48109

David Lambert .
American Seed Trade Association
1030 15th Street, N. W. '
Washington, D. C. 20005

Phil Freije _ -
- Deputy Assistant General (25 copies)
Counsel : . ,
Department of Commerce
Room 4610

gt




'New Haven, CT

" Dr. Halvor G. Aaslestad

Director, Grants & Contracts Admin.
Yale University School of Medicine
333 Cedar Street

Room 1-202-SHM

, 06510
203/785-4690

Mr. A. Sidney Alpert
President ,
University Patents Inc.
1465 Post Road East
Westport, CT ‘06880

203/255-6044

v

v/

Mr. Rudolph J. Anderson Jr.
General Patent Counsel
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,responsibl'e fur contracting and acgui-

sition policy, and several auditors, as
well as a competition advocate and
breakout procurement center repre-
sentative,

In each case we heard testimony
about extraordinary prices charged by
a contractor or enormous price in-
creases from 1 year to the next. For
example, in a recent audit by the De-
partment of Defense Inspector Gener-
al, of 15,000 aircraft engine parts re-
viewed, 4,000 had inereased in price
more than 500 percent and some by
more than 1,000 percent. We heard
from Navy and DOD auditors that the
Government paid $100 to $110 for
parts which were in the DOD supply
system for $0.04 and $0.05.

- Why did these increases or extraor-
dinary payments occur? Were they iso-

Jlated incidents? We heard numerous

reasons from the DOD including lack
of personnel to fill out the forms fo
requisition parts through the supply
system; lack of technical data {o com-

pete acquisitions; inability to compete

because the item was proprietary; and
quality control problems if the Gov-
ernment buys a part from other than
the known supplier. Ordering of parts
and negotiating prices after the order
is placed is justified because they do
not have time to negotiate prices and

still submit the order in time to ac- .

count for the usual 18- to 24-month

. leadtime. But the problems uncovered

and responses I just read are only the
tip of the iceberg. The problem of
spare part price increases, inventory
management, and long leadtimes is a
20-year-old problem that resurfaces
every few years. However, in that time
there has never been an adequate solu-
tion proposed. I believe that has not

© pecurred in part because this is a man-

agement problem which cannot be re-
solved by simply issuing new regula-
tions or enacting legislation. The stat-
utes and regulations which would pro-
hibit many of the practices which led
to these abuses are already in exist-
ence—they were simply not followed.
The only way we will resolve these
issues and insure that the taxpayers’
money is not wasted is to focus atten-
tion to the problem. I think that has
occurred as & result of the various
hearings in both the House and the
Senate, as well as the abundance of
publicity which has been generated.
However, the Armed Services Commit-
tee wants to insure that the attention
and resources dedicated to resolving
these issues in the Department of De-
fense do not wane once the publicity
stops.

This amendment will accomplish.

that objective by imposing 2 manage-
ment discipline on the system and by
making it clear that Congress will not

tolerate excessive spare parts prices.

The committee worked long and hard
to insure that this bil} would aftack
the root causes and not just the symp-
toms of the problem. For these rea-
sons I commend this amendment to
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my fellow colleagues and urge your
support. -

‘The CHAIRMAN. The’ txme of the
gentleman from Alabama (Mr. NicH-
oLs) has expired.

AOn request of Mr. Kasiced and by
unanimous consent, Mr, NICHOLS was
allowed to proceed for 4 additional
minutes.)

Mr. KASICH. Mr., Chairman, will
the gentleman yield?

Mr, NICHOLS. 1 yield to my col-
league on the committee, the gentle-
man from Ohio.

Mr. KASICH. I appreciate the gen-'
‘tleman yielding.

Mr. Chairman, let me say to the
House that I could not agree more
with the statements of the gentleman
from Kentucky (Mr. HorxiIns). The
House of Representatives, and I do not
think it would be an overstatement to
say that also the taxapavers of this
country, owe a great debt of service fto
the chairman of the Subcommittee on
Investigations. The chairman, under
what was at many times intense pres-
sure, called hearings time and time
again to bring forward those people
who, at the Government level, are in
charge of procurement, a very compli-
cated issue that took great deal of
time to understand.

The chairman also saw fit to- brmg
contractors’ before the subcommittee
in an attempt to receive their side of
the story and then put together a
piece of spare parts legislation that.
was balanced.

Let us get to basics. The basics are
that there were spare parts that were
being sold by contractors to the Gov-
ernment for prices that were 200, 300,
400, even 500 percent in excess of what
the Government should have paid for
them. The public is frustrated. In fact,
I even think that the majority pariy

‘in this House has 8 commercial on tel-

evision right now where we see & man
hold up a wrench and say, “That is
what we should be paying for this.”
Everyone knows what we are talking
about when we talk about. the prob-
lems of inflated prices on spare parts.
This legislation, the Nichols bill,

which has been intensely studied and-

put together over 2 period in excess of
1 year, is going to go farther than any
legislation in this Congress toward
solving this problem.

1 will give my colleagues a couple ex-
amples. The chairman has in his legis-
lation the establishment of competi-
tion advocates. Those are people who
will work In the services, and whose
sole job will be to spur an increase in
competition. We have already seen
competition advocates suceessfully in-
crease competition within the Navy.
We are going to see it happen in other
areas of the Armed Forces because of
the language in this bill.

Anocther important item requires

contractors to identify the manufac. .

turers of items. What had been hap-
penirg is that contractors were stamp-
ing their names on parts that had
been manufactured by subeontractors,

-
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and dramatically increasing the price
that was being charged to the Govern-
ment. The Nichols bill requires manu-
facturers to identify who actually
made the part, and to eliminate all in-
terference in the selling of those spare
parts by the firm that manufactured
it. If we go directly to the manufactur-

" ers, and bypass the prime contractor,

we are going to get it for a much

" cheaper price.

The bill requires the Department of
Defense to check its- own system

‘supply inventory when ordering spare

parts. In our investigation, the chalr-
man found examples of the Govern-
ment buying parts at excessive rates,
even though those same parts werg
available through .the Government’s
own Inventory. We literally threw
money away on parts that were sitling
on our own shelves,

It also goes far in the data rights
section, Let me say this: The data
rights section is a vital part of this bill.

The chairman was good enough to
accept an amendment from a fresh-

-man Republican that would provide a

7-year limit on proprietary rights.
Under the current law, if a company
receives proprietary rights on a prod- -

© uct, that means for-the next 200 years

that company has the exclusive or mo-
nopoly right to sell that part to the
Government, As the Air Iorce itself

- says, when you do not have competi--

tion in the procurement of spare parts,
the cost of those items will increase
dramatically.

This bill provides for significant

yeform in the data rights area. It

states that the Government will re-
ceive all data needed to procure the
part. It states that when Government
funds are used to research and develop
an item, it will not be proprietary. And

it provides a 7-year cutoff period, stat-

ing that after a period of 7 years or
less, a company shall not have exclu-
sive or monopoly rights to sell the part
to the Government.

The CHAIRMAN. The time of the

- gentleman from Alasbama (Mr, NicH-

oLS) hag agaln expu‘ed

(By unanimous consent, Mr. NicH-
ors was allowed to proceed for 3 addi-
tional minutes.)

Mr. KASICH. If the gentleman will
yield further, what it essentially will
do is to permit the Government to
bring more contractors into the proc-
ess of bidding on spare parts. As we
get more contractors, and as we have
more competition, we are going to sece
a solution to this problem.

I want to compliment the gentleman
from Alabama (Mr. NicHoLs) for
standing up in what were very difficult
times, coming forward with & bill that
I think will go a long way toward solv-
ing the spare parts problem. It is not
going to be totally solved under this,
but we go a long way toward, that end,
and I want to compliment the chair-
man for his leadership in the subcom-
mittee,
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Mr. NICHOLS, I tha.nk the lent.le-
man from Qhlo. -

l think- the amendment lnc!udes tn ‘the case of your mendmmt. lt‘

.;* well-reasoned moves in the direction : comes down to Jawboning again, i< i

Mr COLEMAN of Texas, Mr. Cha.lrh -0f much needed reform. I urge my col--+ The CHAIRMAN. The time of the

man, will the gentleman yleld? -
Mr. NICHOLS, I yield to the genue-
man from Texas, & member of the

committee, - n Mr. NICHOLS, I yleld wthe zent.le- was allowed to proceed for 2 n.ddlttonal“

(Mr.. COLEMAN of 'rexas asked and °
was given permission to revlse and

‘leagues to support it..

gentleman from Alabama (Mr. NIC'H-

Mr, HUNTER. Mr, m wm_ o13) has again expired, -+ = = © -,

the gentleman yieid? - - - -

man from California.
Mr. HUNTER. I &Dpreclate the gen-

(By unanimous consent Mr. Nzcaoz.s

- minutes.)
Mr, MI‘I‘CHEI.L 'I'ha.t s’ my on1$

extend his remarks.) = tleman yieding, :ir. . -etv ERNN

Mr. COLEMAN of 'I‘exas. I t.hml: “  Mr,-Chalrman, I simply want to say ment that was'a Httle bit tougher..
the gentleman for yielding. - 7" in the area of proprietary rights, data” Yours is all ﬂzht. no ques%lon ﬁut?‘
Mr. Chalrma:}. I ts.-li{v.e to exdp;:ess mi.? riscl;xtsnlg my texpgien&e ﬁgh the ?:ﬁy that.~
strong support for the amendment of- &nd with contractors that isoneof the Byt the
fered today by Mr. NIcHoLs, chairman  biggest problems we have and the blg- 'to me to Eisciﬂia‘é’e“tge :t:?ﬁf-:ge:ntl:
of the House Armed Services Subcom-: - gest generator of cost overruns, where - identify, to enooura'ge the agency to -
mittee on Investigations, to the De. you have a company which makes an identify every.other source, that is -
partment of Defense authorization bill original part-and thereafter for the what we have been telling them since
~in the ares of spare parts. I commend’' next several hundred years has the 1ggg, and t.ha.t. is what they haye ig
him and the members of his subcom- right to repair that part, and there &re ‘ nored, . Y ke
mittee for their hard work and’ lea.der- ‘other companles who could repalr the, My NICHOLS, Let me res‘pérfd' toc.
ship in this reform movement, '~ : <71 part if’ they~ had the . proprietary’ ‘the gentleman, my friend from Mary-.:
T-am proud to be & cosponsor of the “rights, If they had the data or the' |ang’ and tell him.he s, exactly, cor-.i
legislation, H.R. 5064," which 1is the" blueprints essentially*that weré avail.”

“concern. T would like to see an amend.

" from a contractor, - i
- With respect to concerns about tech .
nical data, the amendment defines cat-*~
egorles in which the Government shall
have unlimited rights in technical data

basis of this amendment, as reported -

. by the House Armed Services Commit-'

tee, It represents a year of careful ex-".
amination by the Investigations Sub- -

‘comunittee in response to the much'™

publicized spare parts procuirement
process by the Defense Department.
The amendment provides for more -
cos{ effective and efﬁcient pu.rchases
of spare parts.

A great ‘number of my constituents
have contacted me to express thefr

deep concern over the matter of exces- .

sive prices for spare parts by $he mili-
tary., This amendment helps alleviate
some of those concerns. It directs that
the Department of Defense ‘should

refuse to pay prices that are not fair.
should make pur-.

and reasonable,
chases {n quantities that offer the best,

price for the number of units needed, .
and use standard or commercial parts.

whenever technically acceptable or
cost effective,

In addition, the amendment encour-
ages competition by requiring that

. Government personrnel evaluation sys-

tems recognize efforts to increase com-

petition and other cost savings and.

mandates review of noncompetitive ac-
quisitions, It requires contractors to
identify manufacturers and producers
of items so as to avoid the “middle-
man” where practical, The amend.-
ment also requires plapning in the De-"

. partment of Defense acquisitions to ©

insure that the Department check {ts-
inventory and records befare ordering

able. They could it for maybe half the'

"price. but they cannot because - the
company that originally manufactured’
the part has the rights to that data.

I commend the commiitee for put- -
‘ting that very important element into -
this package. I think that this bill, in
- fact, will operate to greatly reduce the
cost of defense to the American ta.x-
payers. - -

Mr. NICHOI_S I thank the gentle-
man from California. -

“the gentleman yleld?

‘Mr. NICHOLS. I yield to the gentie:

man from Maryland, the distinguished
cr;zturma.n of the Sma.u Busmess Com.
mittee, .

Feriter O TR0 7

man. for ylelding. I want to commend
him for his effort.

. But I have a series of gerious con-
cerns about the nature of this amend.
ment. I am appreciative of the fact
that we are going to encourage agency
personnel to do things through an
evaluation system, the identification
of items and so forth, encourage the
establishment ‘of data. management -
systems, But you have to-lay that
against the background of what this

Congress has been try!ng to do since - -

1869,

Smce 1'969. va.rious committees of .

the Congress have looked at this issue

and have suggested certain things that. -
. :.ought to be done But they were never

really dones ..o -5y e o
Essentia.lly it got to be g ja.wboning

process. with - DOD, . and which was -

blithely ignored, The record will show .

Mr. MITCHELL, Mrlc.;'ha.[rman will -

Mr. MITCHELL. I thank the gentle- '

- rect.; This has-been an ongoing prob- -
.lem ever since I have been In Con-; .

" gress, ever since you have been in Con— :

.4 e .|:

But let me remind the gentleman We
ha.ve never put this into the law, We -

have always done it by regulations,
and the Secretary of Defense, and ad-:

mirals and generals, they come and
- they go. For that reason, that Is why .
we are putting it info the law, We feel !
Adike it has sufﬂcxenh teeth in it. to do
the job. - -

man for his explanation,

T am not yét satisfied, but I do com- - -

Mr, MITCHELL. 1 thank the gentle- '_

mend you for these first forwa.rd steps )

you have taken. - -
Mr. DINGELL. Mr. Chalrman, wil
*“the gentleman yield? =~ \

Mr. NICHQLS. I yieId to the gentle-
man from Michigan,

Mr. DINGELL. I thanE the distin- -
- guished gentleman from Alabama for

yielding. I endorse his amendment.

I support the very carefdd work”
which the gentleman has done. I com- .
mend him for the leadership which he .

has brought to the House, and T urge .
my colleagues to adopt his a.mend-
ment,

Mr. . DURBIN. Mr.. Chairman, wm -"-

the gentleman yield? .| . ..
‘Mr, NICHOLS, I yield to the Eentle-
man from Illinois, : :
(Mr.-DURBIN asked and was gIven
permission to extend remarks.) - ...

DURBIN. Mr. Chairman; T -

-

Would like to. commend Mp. NICHOLS <

shows that Members of Congress are”
truly .concerned: about elminating
waste, correcting system fallures, and-:

+ for. preparing this legislation which .~

ottechnlcuda.ta.

and requires contractors to warrant.
that data they provide be in conform- ..
ance with the contract. It also man-..

that when the dialog first got started
‘50 percent of the spare parts were sole | oy
source, noncompetitive {n.DOD, De- ;. The Democraitic treshmen have been’ 30
dates the Department to develop..a: spite 1969 and the ensuing years, that -concentrating their efforts on identify.-=
. plan for Improving its data manage-. figure has risen to 77 percent.: .. .«.:-Ing ways to control the high Federalﬂi
ment system to allow for easter access 7 .I guess what I am saying, though, ls deficits. Whernr the President's Private 5 :
to technical data which the Govern. I commend the gentlemapn for all of Sector Survey on Cost Control,” the'
ment possesses, and restricts cert.a.in the work he has dons, and particularly - Grace Commission, published its find:
lim{tations on the Govemment 5. use -my colleague for his very good amend- :ings earlier this year, we were mmra.l-“-
iy ment. Iteomua.lmostdownto exeept-tly lnt.erescedluapplylng those reoom-'i'

improving ma.nagement. deficiencies in -
the Government. . . S e
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ing and to set forth penalties for vio-
lating regulations on proprietary
rights. It does not remove any part of
the Nichols bill in regard fo proprie-
tary rights, and those parts of the
Nichols bill that are in the amend-
ment,. will continue to be in the
amendment and will continue to be
part of this legls]atlon if my amend-
ment is added.

Four, it requires contractors’ to
supply parts at their lowest commer-

cial price or justify reasons for any

higher charge.

Five, it reguires that only overhead
applicable to the part can be charged
to the Government. This will elimi-
nate the ways the contractor Justlﬁed
$435 for a $7 hammer.

I had planned to include in this

amendment a provision that cosis

. would be a secondary consideration in

the selection of architects. and engi-
neers with qualifications of the firm
and the quality of the proposa.l receiv-
ing primary consideration.

Since this is different from the s‘pare'
parts issue I have not included it in-

the amendment. But I will offer such
an gmendment later in this bill,

Mr. Chairman, the problem of Gov-
ernment procurement came to my at-
tention when the Small Business Sub-
committee which I chair held hearings
on legislation that was referred to my
subcommittee. o

As a former: buginessman, I was

shocked> t6+find some of the problems
- that’exist in Government procurement
" practices. My subcommittee held two

full days of hearings on this matter in

Washington. We also had'a field hear-
" ing in North Carolifya.-My Subcommit-
tee investigatioh™ included a visit to a

Govermitféht purchasing department
_imNew York State, and I visited a. pro-

curement office in the Washington

‘. area.

0 1730

In addition to this, my commlttee
visited a Navy base in Florida to fur-
ther investigate this matter. Time is
limited. But as an example, I would
like to tell the committee about one of
my experiences. When ‘the Army,
Navy, and Air Force were testifying
before us, I asked them “who is re-
sponsible for paying $430-some for a
hammer,” - -~

The admiral from the Navy sald, i
am responsible for that. It was the
Navy that did that.”

“How did that happen"" 1 asked
him.

“We needed a repair kit for flight
simulators,” he said, “and when the
quote came in from this supplier since
it came within our.guidelines and
seemed reasonable to the buyer, he did
not check the prices on the individual
items.”

“How much did tf:e repair kit cost""
I asked him.

b | don t know, but I can flnd out for
you,” he rephed ' .

. Nichols - amendment,
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“I wish you would get for us the cost
of the kit and also the cost of the indi-
vidual itemns in the kit” I requested.

Well, we finally received the Infor-
mation from the Navy. The repair kit
cost the taxpayers $847,000. The
hammer was one of the better buys; it
cost only 62 t1mes the norma] retail
price.- .

1 purchased this t,ool kit frorn a local
retail store for $92.44 for some 21
items. Those are common items that
include such items as pliers, thickness
gages, hammers, socket drive. This %-
inch socket was $1.49; the Government,
paid $456 for it, for example

On and on with the varicus items.
This is the list of the 21 items I
bought for a total of $92.44,

The Government paid over: $10,000
for those identical items, over 100

times the retail price in total for those -

items, I also have a list of how .the
supplier justified charging $436 for a
ha.m'mer. Here are the figures that he
gave us.

The ha.mmer cbst $'Z the material
packaging $1, material handling, $2;
spares-repair department, 1 hour; pro-
gram support administration, 0.4 of an
hour; program management; 1 hour;
‘secretarial, 0.2 of an hour; 2.6 hours of
engineering support, $37; overhead,
110 percent, $41; mechanical subas-
sembly on & hammer, 0.3 of an hour;
quality control, 0.9 of an hour; oper-
ation program management, 1.5 hours,
program planning to buy a hammer, 4
Thours; management projection, 1 hour;
‘quality control, 1 hour; total 7.8 hours,
$93; manufacturing overhead, 110 per-
cent, $102; G&A, §90; fee, $56; total of
$436 for a $7 hammer.

_ Mr. Chairman, we must bring some
sense fo this waste of taxpayers
money. The Nichols -amendment goes

. part way in addressing this problem.

. My amendment does not dilute the
it - strengthens
the Nichols amendment and leg:slates
some further considerations in mili-
tary spending. /

Mr. Chairman, we cannot sit idly by
and Iet this waste of taxpayers money
continue, We must let our constituents
know we mean business. = -

I urge support of my amendment
and the support of the Nichols amend-
ment including my strengthening
amendment.

Mrs. HOLT'Mr Chaxrman will the.

gentieman yield?

Mr. BEDELL. I yield to the gentle-
worhan from Maryland. -

Mrs. HOLT. I thank the gentleman.
I commend him for supporting the
Nichols amendment. I think it should
be said here that the testimony we re-
ceived In the Armed Services Commit-
tee was to the effect that-this adminis-
tration, through Mr, Carlucci's efforts;
had brought all of this to light; that
these are things that were written into
contracts in the past and that now we
are trying to change that. . )

I think it brought it to the press’s at-
tention, to the public’s attention, and
certainly should be commended and
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we are trying to change those con-
tracts.

Many vendors have been willing to
rewrite the contracts so that these.
spare parts and these tools are not in-
cluded in the total overhead. I think it
is really time that we all set about
trying to correct that. But the admin-
istration does deserve credit for bring-
ing this to light; bringing it out in the
open and making the press and the-
public aware of it.

I thank the gentleman.

Mr. BEDELL. If I may reclaim my
time, I think it is correct the adminis-
tration is making some efforts. But I
would - tell the gentlewoman from
Maryland that the only way we found
this out was by the pursuit of our sub-

-committee .of demanding that we get

the information.

I would tell the gentlewoman first
that I havie had the Navy in my office
and the Navy seems to think this
methed of procurement is still perfect-
1y satisfactory. So that I would hope
that the gentlewoman would under-
stand that in this particular case we
had to demand from the Navy the in:-
formation as to what they had paid
and it took a large number of phone

. calls to get it.

Mrs. HOLT. If the gentleman would
yield further, certainly in the Armed
Services Committee it was brought to
the attention of the subcommittee, We

.were making every effort to try to cor-

rect legislation or prepare legislation
that would force the Defense Depart-
ment to look at it further.

But the initial bringing this to light
was done by Mr. Carlucci and the
people in the Defense Department.
When the press began to talk about it
then -all the committees became con-
cerned and the people became con-
cerned.

But I do think they deserve credit
fcr pointing out the way that these
contracts had been written in the past
and that it should be corrected.

Mr. ROEMER. Mr. Chairman, will
the gentleman yield?

Mr. BEDELL. 1 yield to the gentle-
man from Louisiana. . .

Mr. ROEMER, 1 thank my colleague
for yielding. Let me make sure I un-
derstand the.purpose of your presen-
tation. No. 1, do you support the Nich-
ols amendment?.

Mr. BEDELL, I support the Nichols
amendment and my amendment does
not delete anything that is in the
Nichols amendment.

If my amendment is passed and we
then pass the Nichols amendment as
amended by Bedell, it would include
everything that is dlready in the Nich-
ols amendment.

Mr. ROEMER T see. So your amend-
ment would be in addition to?

Mr. BEDELL. Ths.t is absolutely cor-
rect.

Mr. .ROEMER. Is it true your
amendment would be directed toward
competition and adding to the number

_of firms that might bid on these parts

v



R -=‘;'May30 1.934

or individual a.ssemblles thereof.,
- that true?

R R

Mr. BEDELL. 1 Tha.t. Is aheolutely cor-

- rect. -

Mr, ROEMER 1 have a feellnz u.nd .

it is unofficial; informsl, that there is

some objection to your arnendment:

Have you had that same feeling? .- v .
The CHAIRMAN. The t.lme ot the

gentleman has explred, = « ooy i
{On request of Mr, Romm and by

unanimous consent, Mr. BEDELL was al-

lowed to proceed for 2 addltiunal mln

utes.) .
Mr. BEDELL. 1 yield to the Eent.le-

- man from Loulsiana, . »:

<. Mr. ROEMER. I thank the gentle-
man from Iowa for yielding. .. .. -

Does the gentleman have -the sa.me
feeling that some object, and. could
you help us, those of us who have not
been elther on your-subcommittee or

_thelrs, as to why they might object to

_ Increasing competition or Increasing
the number of bidders on these spare.
parts? . :

Mr. BEDEI.;L.IwmdowhatIca.u.

" One of the provisions of my amend-
ment says that anybody. can bid on.a

- Government contract. There are those
who say that they do not want any-
body to bid unless they are qualified

. bidders or qualified products list, -

_ - In my opinion this Is a restriction of
competition and this indeed Is & way
of keeping people from being able to
bid. Some people object to that. But It -
should -be clearly understood that if
my amendment Is passed and is added
to the Nichols amendment, that any-
body will be able to bid but the Gov-
ernment will not be required to take
the low bidder until they have satis.
fied themselves that both the product
and the bidder meet the adequate cri-
teria to meet thelir requirements and if
there is not time to do that they are
. not required to take the low bid. .

Mr. ROEMER I thank the gentle- :
man. .

Mr. OTI‘INGER Mr. Cha.irman, will

the genfleman from Iowa yield? |

Mr, BEDELL: 1 yleld to the gentle- '

man from New York.
‘Mr. OTTINGER. I just Would hke to
congratulate the gentleman for the
- fine job he has done In his subcommit-
tee in bringing cut- these horrendous
situations to public scrutiny, and for.
his amendment which really adds to
and puts teeth into- the. Nichols
amendment which I join him in sup-
porting. - =
" Mr. ADDABBO. Mr. Chalrman, wﬂl
the gentleman yleld? .-
. Mr, BEDELL. 1 yield to the gentle-
man from New York, - X .
Mr. ADDABRO. I thank the gentle-
man for yielding. ¢ . - Vi
I sit on the subcommjttee wlth the_
gentlema.n. 1 wish to commend him on

s -

this amendment. I think it {s very im. -
. portant, I think we have proven in t.he;
‘ past through our hesrings with-the’
Smal! Business Committee that, where .

there is competition you not only’ get™
lower prlces but. you also zet- bet.ter’
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quality; especially when there is small
business involved. . SRR K
I ask the House w support the gen-
tleman s amendment., Lin
Mr, Chairman, I rise in strong sup
port of -the Bedell amendments
BR.518%7. 0y

" Recently & considemble amount of‘
publicity has been given to DOD's pur-

chasing procedures' in the &ares .of

spare &nd replacement parts, For ex-,
ample, press reports revealed instances

where DOD paid $1,118 for a plastic
stool cap, $104 for an electric diode

and $435 for an ordinary claw-

hammer. These outrageous procure-
ment practices are by no means novel
to the Congress, The Defense' Appro-
priations Subcommittee has repeated-

1y directed DOD to Improve its record.

with regard to spare part purchases; .=
- I would like to point-out what action

has been taken bw the Congress and
why we are here now ln 1984 to Iegis-'

late some sclutions. - :
In 1968 the Defense Approprlations

;Subcommittee found that “no proce.

dures to coordinate procurement. of
this type had been established."”. -

.In 1969 the commitiee report stated
that DOD “was nof making sufficient
and realistic attempts to obtain coms-

petition in the procurement of spare .
"~ parts.” The report found that 50 per-

cent was negotiated without price
competition., . . ¢

In 1979 the committ.ee report. stated
that procurement personnel were not
really familiar with the items they
were procuring and managing and that

.this made it easy to pass through the

system items which were grossly over-
priced, The commitfee directec} DOD

- to establish remedial policies. . - -
In 1980 the committee directed the
_establishment of component breakout

programs to correct overpricing. . - -

In 1981 the commiitee report high-
lighted the area of procurement of
spares as needing additional manpow-
er and encouraged DOD to find alter-
nate sources. -

In 1982 the committee report sts.ted
that “direct purchase of spares from
subcontractors (rather than from the
prime) should be pursued.” - -.

In spite of all these congressional di-
rectives dating back some 15 years,

noncompetitive - purchases of spare :
parts have actually increased from 50 -;-'-:'r‘ B
percent in 1969 to 77 percent In 1982,

Finally in 1983, the fraud and abuse | somehow or an oth

of the taxpayer’s dollars was high-

lighted by the press. Only as 4 result.
“of. unfavorable publicity. did. DOD -
" decide to make major changes in their
- brocedures for purchasing spare parts:’

» Unfortunately,” the 10-point memo-

. randum issued by the Secretary of De~
- 7 fense In-July, 1983 lacks speclficity
~and fails to offer-an adequate solution
:to_the spare parts-problem.. For in-:.
stance, there is clearly a need for DOD.

to specifically set forth what-constl.’

tutes an adequate sole sgurce justifica- -

Atlon. However; the memo merely statex:
zthat -DOD -should ..&**.* *- sceelerate .

reiom ot our, bnslc eont.mct proce«-j.
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durea to encourage 'wmpeuuon md PP
preclude overpricing.” I . essure you - .
‘that within DOD this will only be in-- - -
terpreted as s “best efforts” missive ...
. rather.than a mandate to get the job -

done, This is not the proper approach. - -
Instead,

specific restrictions should be

placed upon the useé of noncompetitive .
sole source contracts for spare parts,
The Bedell amendment to H.R. 5167. >
accomplishes this by enumeratingonly . .~
five - specifie” instances where & non. .- .
competitive sole source contract for - -
. Spare parts may be awarded. . PR
"Other anticompetitive practlces ‘are -

eliminated by the Bedell amendments..

The qualified products list and quali-

fied bidders list have been used by ... °

DOD to screen out potential offerors. - .

. All business concerns should be afford-.

- éd the opporiunity to offer-their prod-" = -+
uct or service to the Government, This " %
will effectively'’increase competition .~

-and cost savings without any reduction -

“ in the quality of products iurnished to

“the Government; -+ - Lo

I urge all my coneagues to support -

the Bedell amendments to H.R. 5167 -
‘as & logical approach to promote com-
petition, reduce, acquisition costs and
maintain the Na.tions full productive )

capaeity. -

S ¥

Mr. MITCHELL.Mr Chalrman will
. the gentleman yleld? - e
© Mr., BEDELL. 1 yield tu the Chair- o
-man, |
- Mr, MITCHELL. I too. cong'ratula.te -
‘the gentleman. This is the issue I was
speaking to -earlier .in my colloquy”
" with the gentieman from Algbama. .. -
This puts some teeth into the thing' .

and that is what is needed.

The CHAIRMAN. The ‘time of the L

gentleman has expired. ~ -

 (On request of Mr. MITCHELL and by o
unanimous consent, Mr. BepeLL was al-

lowed to proceed for 2 a,ddlt:onal min-
utes.y

- Mr. MI’I‘CH:EIL If your ameudment .

did nothing else than to limit the use
of the present qualification - criteria,
such as qualified products and bhidders
Hsts, if it did nothing else than that,

that wiuld be & major blow aga.mst.

this kind of rooking of the American

- publie in terms of the wa.y the agen-

cies procure. ot "é.f

SR SiE o 1740 ' ,‘ L

“The argument Wil be raised tha.t "
,this affects com—; B

petltzon

"How in the name 'of God when' ‘you ;
“open up a bid to ‘everybody can that -
affect competition adversely? Particus... -
.Iarly when the gentleman-insists that” .
the military will have the final say so.”" " .
‘The argument on competition isa spe-""

- cious argmnent. It 'does not belong v
,here. LT

¢ I would urge. the .House to support_‘;_ B
‘_the gentleman’s amendment, o s
-Mr. SCHAEFER, Mr, Chalrmmwill- ,
“the gentleman yield? .- Y O
-7 Mr.  BEDELIL I”yie!d to the gentle-

o~ ————

o SN
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the procurement procedures, Well, we
certainly would not want to do any-
‘thing like that, would we. After all,

GAO said that if we make the connec-

tions called for In this area over a
period of time, we could have saved
$25 billion. The Grace Commission
report said that within 1 year with
competitive bidding, as the Bedell
amendment calls for, we would save

. $9.3 billion.

Now, we realize that our deflclt is
close to "$200 billion and this is not
going to solve our deficit problems en-
tirely. But certainly $9.3 billion, my
friend, is not chickenfeed. If anything,
the Nichols amendment, which I sup-
‘port, and the Bedell amendment,
which I suppért, do not go far enough,
and I am going to tell the gentleman
why I feel that way. There is no onus,
no burden put on anyone-in DOD be-

cause - of these. unconscionable cost -

. OVErruns..
Mr. BROOKS. May I say to my

anend that I am going to have to.
“regdain my time, because I promised

also to yield to the gentleman from
Kentucky (Mr, HOPKINS). - -

Mr. HOPKINS. I thank the gentle-
man for yielding.

Let me remind my colleagues that '

the gentleman in the well is the chair-
man of the Government - Operations
Commitfee and has spent many, many
hours and has vast knowledge on this
subject.

I would agree with my colleague
from Maryland, perhaps this does not
go far enough. But it is eons ahead of
where we were.

And if I may ask the gentleman in
the well, in his opinion, based on his
knowledge and experience, if- the
amendment of the gentleman from
Iowa were to pass, would it not open
up bidding by all vendors and thercby
cpen up the possibility that a vendor,
well intended as he may be, might not
be qualified to supply either the qual-
ity or the quantity that might be
needed by tHe armed services?

" Mr. BROOKS. I believe the gentle-
man states the situation accurately. I
think it would endanger the procure-
ment of properly tested equipment,
services and facilities that many areas
of our Defense establishment need in
the worst way if we are going to have
a good defense system. -

Mr. HOPKINS. If the gentleman
will yield further, would it not, then, if
that were the case, based on the gen-

tleman’s experiencé, cost more, if that

were the case, if that should happen?

Mr. BROOKS. I think that is cor-
rect. This will ultimately result in
higher cost of spare parts. They are

not facing the problem. They are-

trying to destroy the whole situation.
«They do not understand the entire
procurement process. They are trying,
with an aborting améndment, to set

aside just what the Defense Depart-

ment is supposed to do. What we need
is general legislation. We need general
legislation on competition. That is the
heart of good pricing—competition.
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Mr, HOPKINS. So the Nichols
amendment then s a step in the right
direction?

Mr. BROOKS. That Is what I said
and that is what I believe. It is not
perfect. We are not going to cure the
world, not the whole world, this week,
But we can make: g step forward; and

‘the Nichols smendment does that. .
= Mr. HOPKINS I thank the gentle-

man.

Mr. ROEMER. Mr. Chairma.n will
the gentleman yield?

Mr. BROOKS. I yield to my fnend
the gentleman from Louisiana.

The CHAIRMAN, . The time of the
gentleman from Texas (Mr. BROOKS)
has again expired.

{On request of Mr. Roemer and by
unanimous consent, Mr. BROOKS was
allowed to proceed for 1 additional
minute.)

- Mr. ROEMER. I thank my . d:st.m-
guished colleague for yielding. -

Let me make sure I understand what

“the gentleman just said in answer to

our colleague from Kentucky.

Is the geritleman making the case
that if the Bedell amendment. is adopt-
ed by this committee, the price of
clawhammers is gomg to go up from
$435?

Mr. BROOKS. It could,

Mr. ROEMER. Does the gentleman
really helieve that?

Mr. BROOKS. I am not going 1o buy
any of that. I did not buy this Allen
wrench they offered for $9,000. But
the cost could go up.- This Allen
wrench was offered at $9,000 to the-
Air Force, and it cost more than that
whole stack of television glsmos that
we had alréady on here.

-Mr., ROEMER. The gentlema.n ‘has
made a serious charge about the
amendment of the -gentleman from.
Iowa, that the price of already inflat-
ed spare parts could go higher.

Mr. BROOKS. Yes; I think it could.

Mr. ROEMER. Could the gentleman
explain his charge?

Mr.. BROOKS. Sure, it could g0
higher, certainly.

Mr. ROEMER. How?

Mr. BROOKS. Would anybody in
their right mind believe that you
would sell an Allen wrench like this
one for more than 45 cents? But they
offered it to the Government for

"$9,000. I do not think you could go

much higher than £9,000 on an Allen
wrench.

Mr. NICHOLS. Mr. Chzurman, 1
move to strike the reguisite number of
words, and I rise in opposition to the
amendment.

Mr. Chairman, I must oppose the
amendment coffered by my friend from
Iowa (Mr. BEpELL). In so doing, let me
say that I commend my colleague for
his persistence in bringihg the prob-
lems associated with spare parts to the
attention of the Members., We differ
in the approach in solving these prob-
lems. After more than a year-long in-
vestigation and eight hearings on the
subject, the Armed Services Commit-
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tee has reported a rather comprehen-
sive bill.
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We believe that the provisions in the
smendment just offered which have
been accepted by my chairman and by
my ranking minority Member, address
the real issues in a much more com-
prehensive and effective manner.

Many of the provisions in my
amendment encompass, and in fact are
more stringent, are more demanding
than those in the amendment offered
by Mr. BEDELL. In addition, I am op-
posed to the substance of Mr. BEDELL'S
amendment and let me explain to the
Members why.

The amendment would, in my judg-
ment, preclude the Department of De-
fense's use of a qualified products list
which are necessary to insure qualified
products are offered to the Govern-
ment. Let me explain the qualified
products list, if I may.

It is mueh like getting the Under-
writer's Laboratory seal of approval,
which all consumers rely on as an indi-
cation that the products has met cer-
tain safety standards..

--Mr. OTTINGER. Mr. Chairman, will
the gentieman yield?

Mr. NICHOLS. I yield to the gentle-
man, . -

Mr. OTTINGER. Why on Earth

-would you have to be on a qualified

bidders list to supply a claw hammer
or an allen wrench?

- Mr. NICHOLS..Let me tell the gen- -
tleman that I am not talking about
claw hammers. We have about 100,000
items a year that are bought out of
the 4 million items that we buy on the

-qualified bidders list. Let me tell the

gentleman why that is necessary that
we not abandon the gualified bidders
list, if I may.

We think it is necessary that DOD
must test products ahead of time -
before we buy them. Because the De-
fense Department is obliged to buy
from-the lowest bidder, it does not
have the option of going out and pick-
ing the best product and buying it.
Those of you who read Jack Ander-
son’s column, and I do not usually
quote from Jack Anderson’s column,
but on the 17th of ‘May, he gave a
clear example why qualified bidder's
lists are needed._

In that column he cited the loss of
about 16,000 American servicemen in
the last 21 years due to accidental
death. And he stated, and I will quote:

Often our soldiers paid with their lives for
penny-pinching practices that led to acci-
dents. One such instance has been the in-
crease in drowning accidents due to faulty
and inadequate life jackets.

It is obvious then why hfe_]a.ckets are
on a gualified bidders list.

The same thing would app}y for
brake components on our aircraft. If
that brake system fails or wears out
prematurely, we do not only lose a $25
or $30 million aireraft, but we lost &
human life as well,



