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- Amends 42 U.S.C. 1961c-3.
• Amends 40 U.S.C. App. 302{e).
1: Amends 42 U.S.C. 3253 (e).

Sectional Analysis of the Draft Bill

Section 1 provides that the Act may be
known as the "Government Sponsored Inven­
tions Act of 197 ."
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(0) Section 216 of title 38, United StaJes
Code, is amended by deleting subsection (~)
(2) thereof and, by redesignating subsection
(a) (3) thereof as "(a) (2)"." !

I
, I

SEC. 15. This Act shan take effect on the
first day of the seventh month beginning after

1the date of enactment of this Act, except t1(lat
section 4 shall take effect immediately and reg- '
ulations implementing this Act may be issJed

• t

prior to such day. I
'~Amends 38 U.S.C. 216 (a) (2). I

I
I

I
I

!
Secretary of Defense is to be considered Ithe
head of the military departments. I,

Section 3 (c) defines the term "contract'] in
such a way as to include grants. For the *ur­
poses of this Act, it is not believed there IS a
rational basis for distinguishing between lthe
two. Inventions made under Federal funding
are to be treated in the same manner whatever
the nature or label given to the instrument pro­
viding the funds for the work leading to] the
invention. I

It is also to be noted that the term "contr~ct"
as used in this draft legislation is limite~ to
contracts where a purpose of the contract is

f
the conduct of experimental, developmental, or
research work. I

Section 3(d) defines the term "contra1tor"
to include persons and corporations, partner­
ships, firms, associations, institutions, Iand
other entities that are parties to a contract·I

Section 3(e) defines the term "invenfion"
to include any invention, discovery, in~ova­
tion, or improvement, without regard to! the
patentability thereof, which falls Withi~ the
classes of patentable subject matter defined in
title 35 of the United States Code. This d~fini-

1
tion requir.es the contractor to report those
items which appear to b~ within, ,the g~reral
classes of patentable subject matter, without

; f
regard to the fact that the item may not be
patentable for technical legal reasons. I

Section 3(f) defines the term "inventot" as

I
I

Section 3

Section 3 contains the definitional provi­
sions applicable to the Act.

Section 3(a) defines the term "Government
agency" in a broad manner to include, by
reference to 5 U.S.C. 105, the executive depart­
ments, Government corporations,and inde-,
pendent establishments, and the military
departments.

Section 3(b) defines the term "agency head"
to mean the head of any Government agency
or, in the case of independent establishments
such as commissions, the body controlling the
agency, However, for purposes of this Act, the

Section 1

Section 2 states the objectives of and policies
behind this legislation-promoting maximum
utilization of patents made under Government
contracts, ensuring that such patents are not
used in an anti-competitive manner, encourag­
ing maximum participation in the research and
development efforts of the Federal Govern­
ment, and minimizing administrative cost.

Section 2

(I) Section 303 of the Water Resources
Act of 1964 (P. L. 88-379; 78 Stat. 332) is
repealed."

(m) Subsection (e) of section 302 of the
Appalachian Regional Development Act of
1965 (P. L. 89-4; 79 Stat. 5; as amended) is
repealed."

(n) Subsection (c) of section 204 of the
Solid Waste Disposal Act (P. L. 89-272; 79
Stat. 997) is repealed."
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a person, other than a contractor, who has
made an invention under a Government con­
tract but who has not agreed to assign his
rights in such invention to the contractor.
This definition combined with other provisions
in the Act is designed to make it clear that
this legislation is not intended to upset the
relative rights of .contractors and their
employees. While in most cases contractor em­
ployees do, as part of their employment con­
tract, assign rights in inventions made as part
of their work, there are some cases where this
may not be true. This Act is designed to en­
sure that such situations would be recognized
and not disturbed. Accordingly, in many
places throughout the Act a reference is made
to the "contractor or inventor." Also section
6(b) of the Act provides that an inventor shall
be bound by contract terms implementing this
Act even though he is not a party to the con­
tract.

Section 3(g) defines the term "disclosure"
to require a written statement sufficiently
complete to convey to one skilled in the art to
which the invention pertains a clear under­
standing of the nature, purpose, operation, and
characteristics of the invention.

Section 3(h) defines the terms "made under
the contract" or "made under a contract" to
mean inventions conceived or first actually re­
duced to practice in the course of any work
under a contract. The precise definitions of
"conceived" or "first actually reduced to prac­
tice" are left to the courts and the implement­
ing regulations and clauses. This definition
does not make background inventions subject
to this Act.

Section 3(i) defines the term "practical ap­
plication" to mean the manufacture, practice,
or operation of an invention, as the case may
be, under such conditions as to establish that
the invention is being worked. Moreover, even
if an invention is being worked it will not be
considered as having "practical application"
unless its benefits are available to the public
either on reasonable terms or through reason­
able licensing arrangements.

Section 3(j) defines the term "principal
rights" when used in relation to any invention
to mean all rights to and interest in such in­
vention with the exception of tights reserved
either to the Government or to the contractor

I
I 147

or inventor, as the case may be, unde~ section
6 of the Act. I

Section 3(k) defines the term "contracting
activities" to mean entering into centracts.
This term, when combined with the definition
of "contracts", serves to limit the agehcies re­
quired to issue implementing regulatiorts under
section 5(b) of the Act. I

Section 3(1) defines the term "B6ard" to. .. I
mean the Government Patent Review Board
which is established by section 4 of thb Acto

I
I

Section 4 I
f

Section 4(a) establishes the Government
Patent Review Board as an independent es­
tablishment within the executive branbh. Sec­
tion 4(b) provides that the Board ~hall be
composed of three members appointed by the
President with the advice and consent of the
Senate. By section 4(c) they are to !\ave six
year terms, and are to be paid, in accordance
with section 4(d), at the rate specified for
Level V positions in the Executive Sbhedule.
Section 4(e) authorizes the appointment of

lpersonnel by the Board, and section 4l(f) au-
thorizes the Board to make necessary hpendi-,
tures and contracts. Section 4(g) authorizes
the Board to have an official seal. Section 4(h)
authorizes the Board to delegate its f~nctions
to individual members, hearing examiners, or
members of its staff, subject to the Jight of
any individual Board member to brihg any
action before the Board for review. lsection
4(i) is another general authorizing pnovision
allowing the Board to perform such act~, make
such rules and regulations, and issue such or­
ders, not inconsistent with the Act, as !nc.y be
necessary in the execution of the Boardjs func­
tions. Section 4(j) authorizes the Board to is­
sue subpoenas and to apply to the courots for
the enforcement of the same. Section 4~k) re­
quires the Board to submit an annual! report
of its activities to Congress. Section 41(1) au­
thorizes other agencies to provide ser~ces to
the Board on a reimbursable or nonreimbursa­
ble basis as may be agreed. Section 4(tn) au­
thorizes the Board to perform such fuhctionsf '-:-' ,,'"

as may be delegated to it by the President.
This is included to ensure that the Boatd may
take over functions that may be assigned to
it in patent areas not strictly fallingIunder

I
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this Act. For example, it is possible that at
some future date certain functions with re­
spect to employee inventions might be assigned
to the Board. Section 4(n) authorizes appro­
priations for the Board.

Section 5

Section 5 requires that those agencies that
engage in research and development contract­
ing issue regulations to implement this Act.
Moreover, the President is to issue such regu­
lations as he considers necessary or desirable
to effectuate the policies and provisions of this
Act. The agency regulations would have to
conform to any Presidential regulations.

It is contemplated that the agency regula­
tions would be included as a part of the nor­
mal procurement regulations of the agencies;
although to the extent this Act also covers
grant situations, implementation in procure­
ment regulations alone may not always be suf­
ficient. It is expected that the Presidential
regulations would require or encourage uni­
formity in the implementing regulations and
contractual language of the agencies. For in­
stance, the President might order that the
basic implementing regulations be included in
the ASPR and the FPR and that all agencies
conform to one or the other of these as is
applicable.

In addition, it is expected that the President
would delegate primary responsibility to the
Government Patent Review Board for the de­
velopment of rules and regulations to imple­
ment this Act.

Section 6(a)

Section 6(a) requires that all contracts of
the type covered by this Act include provisions
necessary to effectuate the provisions of the
Act. Many of the required provisions would
have as their purpose the precise establishment
of rights as set forth in sections 7 and 8 of the
Act. Certain paragraphs of section 6(a), how­
ever, are independent of sections 7 and 8. These
are discussed below.

Section 6(a)(1) requires that a' clause be
included requiring prompt disclosure of any
invention made under the contract. Failure to
make a prompt disclosure can lead to a revo-

I
t

I
I
I
I
[Part I
I

cation of all rights in the invention pursuant
to section 8. The. purpose of this is hj dis­
courage contractors from trying to avoid dis­
closure so as to make use of the inve*tions
either as a trade secret or by attempting to
obtain patent rights on it without ac~nowl­

edging the fact that it was made unden Gov­
ernment contract. Section 10 of the Aq't also
requires that a statement be made in connec­
tion with any patent application whet~er 01'

I

not the invention was made under the Gpvern-
ment contract. Section 6(a)(8) also requires
a clause compelling similar action. I

Section 6(a) (4) provides that the \United
States will receive at a minimum an iirrevo­
cable, nonexclusive, nontransferable, ~oyalty­

free license for the practice of each intention
made under a Government contract through­
out the world, by or on behalf of the !United
States, for Federal Government purposes.
Agency heads are given authority, hbwever,
to expand the license to include State ahd local
governmental practice of the invention. !

Sections 6(a) (6) and (7) allow the iGovern­
ment or the contractor, as the case maY be, to
file for patent rights in foreign countries if
the other party does not desire to do ~o. This

I •
follows the recent amendment of the Ilreslden-
tial Statement of Government Patent JLolicy. It
is intended to provide for a disposition of
foreign rights where the owner of the prin­
cipal rights does not elect to protect the in-
vention in foreign countries. I

Section 6(a) (8) requires contractor patent
applications to include a statement as to
whether the invention is subject to ~his Act.
This is intended to ensure that inventions
made under Government contracts aye readily
identifiable. It supplements other provisions in
this Act designed to accomplish similaj- ends.

I

Section 6(a) (10) is designed to ensure that
the contract will contain provisions! adequate
to require reporting and other information by
the contractor necessary to effectuat4 this Act.
Section 8 of the Act provides thai the sub­
mission of any false material state~entcould
lead to the revoking of the contractor's rights
in the patent.. I

I
Section 6(b) I

As discussed previously, section 16(b) pro-
vides that an inventor, even though not a

I\
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Section 7(e)

I

\

\
Section 7(c)(1) is designed to guard

against cases where the contractor h~s failed
to take steps to bring' the inventiort to the

j

point where it is available to the public on
reasonable terms, where the inventio~ is nec­
essary to fulfill health or safety needs, or
where the use of the invention is required by
regulations. The Government Patent IReview
Board is authorized, at any time three years

l
after the patent has been issued (or \ at any
time after the issuance of the patent! in the
case of inventions necessary to fulfill] health
or safety needs or when use of the invention is
required by regulation), to license or h-equire
the licensing of the patent to persons filing ap­
plications with the Board on such ter1s as it
deems proper and to otherwise modify and
diminish the rights of the contractor. I~ addi­
tion, section 7(c) (3) establishes varidps cri­
teria to be considered by the Board in making
its determinations under section 7(c) (1)1

it is recognized that the existence of t~e pro­
visions at section 7(c) (l) tend to diminish
somewhat the incentives for contractors to
risk capital to develop an invention. 'ljhis is
especially true where the three-year time limit,
is unrealistic. Accordingly, section 7 (c~ also
grants the Board authority to extend the pe­
riod during which Board action may Aot be
taken under section 7(c) or to set a peJiod in
the case of inventions necessary to lfulfill
health or safety needs or required to be used
by regulation. The Board' in eonsideringi such
requests is to be guided by the criteria set
forth in section 7(c)(3).\

It is also recognized that there may be lcases
where companies with a strong background
position in a particular area would refJ~e to
enter into contracts where their commercial
rights in inventions are not clear. In \sUch
cases, the Government may be forced to go to
a less qualified contractor and to pay a h~gher
price since the less qualified contractor will in­
cur costs in attempting to develop. the neces­
sary background understanding. To avoid\ this
problem, the Board is authorized, after appii­
cation by an agency, to extend the exclusive
period as to classes of inventions. It mig~t be
noted that the Board's decision in such eases,
unlike most others of the Board, would be final
pursuant to section 9(c) of the Act and w~uld

\
tt .
!
I
l

~~~----_.__ ......-..

Section 7(b)

Subject to the license to be granted the Gov­
ernment and to the limitations in sections
7 (c) and 8, the Act provides that contractors
will be given the option to acquire principal
rights in inventions made under a contract in
all cases not covered by section 7(a) at the
time the contract is entered into. Section
7(b) also provides that where the contractor
does not exercise his option, the Government
will receive principal rights in the invention.

Section 7(a)

Section 7(a) specifies the situations in
which the Government will take principal
rights in any inventions made under a con­
tract. These are limited to two situations.
First are those situations in which the pur­
pose of the Government is to fund any inven­
tion to the point of practical application. In
such case, of course; there is no need to allow
contractors to obtain principal rights in order
to achieve utilization. The other circumstance
in which the Government would take the prin­
cipal rights initially is where the contract is
with a nonprofit organization unless the
agency head determines that there is a suffi­
cient basis to believe that reasonable steps will
be taken such as will promote the policies and
objectives of this Act. Since most universities
or nonprofit organizations lack a marketing
and manufacturing capability, there is little
to be gained by allowing them to obtain rights
in inventions they develop under Government
contracts. In such circumstances the inven­
tion would merely go idle. It is believed that
there is a better likelihood that. the agencies
will have programs to encourage use of inven­
tions. On the other hand, where such a non­
profit organization does have a program for
bringing inventions to commercial use, then no
reason is seen for not taking advantage of this
capability.

Palents, Technical Data, and Copyrights

party to a contract, is bound by contractual
provisions which implement this Act. This, of
course, because of the definition of "invention"
in section 3(f), would only have application
where the inventor had. not agreed to assign
his rights in inventions made by him to his
contractor!employer.

pro­
ot a

.,.:.g,'1:. ~

\
.uant ,

dis-
i dis- \
'Itions i

19 to Inowl-
Gov- i
also Ir

nnec- I

er or I
-vern- !
nrires \

I'nited
-revo- !
valty- i

i

ntion
ough-
'nited
ooses.
"ever,
local

vern-
re, to
es if
This
iden-
zy, It
n of
prin-
e in-

atent
s to
Act.

tions
adily
ns in
s.
that

[uate
n by
Act.
sub-
.ould
ghts



E:"i

J
n
ii
Ii
vi

fti

~.

11

El

1"i

t

s
{!

(I

f
l'

1

ij
~
~

~

i
I
!
i,
ij
Iif

Part I

Section 11

Section 9
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mechanism over the revoking o~ contractor
rights. If, for instance, this Act!had merely
provided that the occurrence of ant of the four
listed events would result in a fo~feiture, one
could readily foresee this issue being- raised in
patent litigation between privat~ parties. A
difficult question would then arise as to
whether the district courts COUld! make inde­
pendent determinations on these matters. .

I
Section 9(a) provides that Bo~rd proceed­

ings under section 7(c) and 8 a~e subject to
the Administrative Procedure Actjand judicial
review. An exception is made, ho"lever, as dis­
cussed previously, for Board decisions regard-,
ing agency requests to extend the exclusive
period for proposed contractors. !In addition,
Board approvals of the use of a 'jtitle" clause
under section 7(a) (1) are not covered by sec-
tion 9(a). I

Section 9(a) also specifies that the Board
actions which are subject to the !Administra­
tive Procedure Act are to be conducted on the
record and with hearings. The fAPA, itself,
does not require hearings, but merely provides
procedures where another act reftuires hear-
ings. Section 9(a) also limits requests for judi­
cial review to a sixty day pe~iod so that
uncertainties regarding patent rights will not
unduly delay the development add utilization
of inventions. I

Section 9(b) grants finality tb Board de­
cisions under section 7(a). Likewise, section
9(c) makes clear that Board decisions on
agency applications regarding ptoposed con­
tracts under section 7(c) (1) are firtaL

I
Section 10 !

~
Section 10 provides that agency heads may

delegate their authorities under this Act.
j

i ;k

1 'i
I g
I '"

en~se~:~na ~~a~:~~::Sa:h:: ~h~~~r:~r f~~tPt~; I
invention was developed under al Government
contract or during the course of their employ­
ment with the Government. This will aid in

I
I

Section 8 provides for the revoking, by the
Board, of the patent rights of a contractor in
an invention made under a Government con­
tract under four circumstances. First, it ap­
plies where the contractor fails to render a
prompt disclosure of an invention made under
a Government contract. Second, it applies
where he has made material false reports
about such an invention. Third, it applies
where the patent on the invention has been
used in a manner that violates the antitrust
laws. And finally, it applies where the state­
ment required by section 11 was false. These
safeguards are intended to prevent abuses by
contractors and unconscionable use of inven­
tions partly financed by the Government.

Under this section, the Board can act upon
an application of an agency head, a private
person, or upon its own initiative. The purpose
of granting this authority only to the Board,
and not also to the courts, is to place a control

Section 8

not be subject to the Administrative Procedure
Act. This is because such decisions are inti­
mately related to the contracting process itself,
and to the orderly functioning of agency pro­
curement activities.

Section 7(c) (2) requires the Board to in­
clude a finding as to whether an invention is
necessary to fulfill health or safety needs or
is required for use for governmental regula­
tions as part of its final disposition of cases
before it. Where a positive finding is made, a
contractor whose rights had been diminished
by the Board would be barred from obtaining
injunctive relief against the use of the inven­
tion until such time as the Board's decision is
fully reviewed and reversed by a court of com­
petent jurisdiction. This section is designed to
prevent a contractor who has been initially
given principal rights to inventions necessary
to fulfill health or safety needs or required for
use by governmental regulations from delaying
the use of those inventions by others through
delaying tactics in court. In large part, it is
believed the primary thrust of this provision
is to reinforce the general reluctance of the
courts to grant injunctive relief in situations
involving inventions needed for public health
and safety.
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Section 14

I
i
I
I

Section 14 contains a series Jf technical
amendments repealing various pro¥isions gov­
erning the disposition of rights in inventions
made under Government contract$ which are
in conflict with the provisions df this Act. ~
Many of these also impact on p6licy in the
copyrights and technical data ar$.s. A num­
ber of these are simply statements that the. .
results of particular research will be made

•available to the public. Since such language
has sometimes been interpreted tp require a
"title policy" it must be amended. Likewise the
repeal of the nonpatent aspects of these
statutes is needed to allow flexible but more
uniform Government-wide policies with re-
spect to data and copyrights. !

I
Section 15 I

f
Section 15 delays the effective [date of the

Act for about 6 or 7 months after its enact­
ment depending on the time of th~ month it is
enacted. Its purpose is to allow time for the
agencies to make appropriate revisions to
their clauses and regulations. However, it does
allow the setting up of the Board limmediately•and for the commencement of efforts to de-
velop implementing rules and regulhtions.
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Section 13 is a standard severability provi­
sion.

Section 13

Section 12 provides greater flexibility to the
agencies than is currently possible in the pro­
motion of Government-owned patents. Most
importantly it clarifies the authority of the
agencies to grant exclusive licenses, with or
without royalties and for the whole or any
part of the unexpired term of the patent. It
also provides the necessary authority for Gov­
ernment agencies and grantees of patent
rights to act to protect their respective rights.
This is needed if a program including exclu­
sive licensing is to succeed.

The language proposed here is merely in­
tended as one way of arriving at the goal of
clear cut authority for the issuance of exclu­
sive licenses. No objections are seen to possibly
developing more extensive statutory guide­
lines as to the use of the authority granted or
to, perhaps, limiting some aspects of the au­
thority.

Section 12

Patents, Technical Data, and Copyrights

providing a system of easy identification of
patents 'on inventions in which the Govern­
ment holds an interest.
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