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(1) Section 303 of the Water Resources
Act of 1964 (P L. 88-379; 78 Stat. 332) is
repealed.’® '

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repealed.t®

{n) Subsection (e¢) of section 204 of the
Solid Waste Disposal Act (P. L. 89-272; 79
Stat. 997) is repealed.’”

Tt Amends 42 U.S.C. 1961c-3.

¥ Amends 40 U.5.C. App. 302(e).
¥ Amends 42 U.8.C. 3253 (c).

Sectional Analysis of the Draft Bill

Section 1

Section 1 provides that the Act may be
known as the “Government Sponsored Inven-
tions Act of 197 .

Section 2

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 Gowvern-
ment, and minimizing administrative cost.

Section 3

Section 3 econtains the definitional provi-
sions applicable to the Act. ‘

Section 3(a) defines the term “Government
agency” in a broad manner io include, by
reference to 5 U.8.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

Pal"_t |

(0) Section 216 of title 38, United States
Code, is amended by deleting subsection {a)

"{2) thereof and by redesignating subsectlon

(a)(3) thereof as “(a) (2)"."

TP,

SEC. 15. This Act shall take effect on the

first day of the seventh month beginning after
the date of enactment of this Act, except that

section 4 shall take effect immediately and reg-

ulations implementing this Act may be issued
prior to such day.

3% Amends 38 U.S,C. 216 {a) (2],

Secretary of Defense is to be considered ithe
head of the military departments.

Section 3(c) defines the term “contract” in
such a way as to include grants. For the pur-
poses of this Act, it is not believed there is a
rationa! basis for distinguishing between.ithe
two. Inveniions made under Federal fun@ing
are to be treated in the same manner whatéver
the nature or label given to the instrument pro-
viding the funds for the work leading to|the
invention.

It is also to be noted that the term “contract”
as used in this draft legislation is limited to
contracts where a purpose of the contract is
the conduct of experimental, developmental, or
research work,

Section 3(d) defines the term “contractor
to include persons and corporations, partner-
ships, firms, associations, institutions, iand
other entities that are partiesto a contract,

Section 3(e) defines the term “invéntion”

to include any invention, discovery, 1nniova— :

tion, or improvement, without regard to the

patentablhty thereof, which falls withi ; the

classes of patentable subject matter defined in
title 35 of the United States Code. This deﬁm-
tion requires the contractor to report fhose
items which appear to be within the ge heral
classes of patentable subject matter, W1thout
vegard to the fact that the item may nét be
patentable for technical legal reasons,
~ Section 3(f) defines the term “inventor” as
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a persoh, ofher 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 designéd 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
characteristies of the invention.

Section 8(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 Aect,

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 wili 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 rights reserved
either to the Government or to the contractor
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~or inventor, as the case may be, under section

6 of the Act.

Section 3(k) defines the term “econtracting
activities” to mean entering info contracts.

. This term, when combined with the deﬁmtmn

of “contracts”, serves to limit the ager{xmes re- .
quired to issue implementing regulations under:
section 5(b) of the Act.

Section ‘3(]) defines the term “Bcard’_" to’
mean the Government Patent Review Board
which is established by section 4 of the Act.

Secticnh 4

Section 4(a) establishes the Government
Patent Review Board as an indepen@lent es-
tablishment within the exeeutive branch. Sec-
tion 4(b) provides that the Board shall be
composed of three members appointetﬁ, by the
President with the advice and consent of the
Senate. By section 4(¢)} they are to }iave SI1X
year terms, and are to be paid, in accordance
with section 4(d), at the rate spec1ﬁed for
Level V positions in the Executive Schedule.
Section 4(e} authorizes the appomtﬁlent of
personnel by the Board, and section (f) au-
thorizes the Board to make necessary eéxpendi-
tures and contracts. Section 4(g) au!;horlzes
the Board to have an official seal. Section 4(h)
authorizes the Board to delegate its fgnctlons
to individual members, hearing examiners, or
members of its staff, subject to the mght of
any individual Board member to bring any
action before the Board for review. Section
4(i) is another general authorizing provision
allowing the Board to perform such act§s, make
such rules and regulations, and issue such or-
ders, not inconsistent with the Act, as mzy be
necessary in the execution of the Boardls func-
tions. Section 4(j) authorizes the Board to is-
sue subpoenas and to apply to the courts for
the enforecement of the same. Section 4{1{') re-
quires the Board to submit an annualirepolt
of its activities to Congress. Section 4(}) au-
thorizes other agencies to provide services to
the Board on a reimbursable or nonreimbursa-
ble hasis as may be agreed. Section 4(m) au-
thorizes the Board to perform such functions.
as may be delegated to it by the President.
This is included to ensure that the Board may

“take over functions that may be assigned to

it in patent areas not strictly fallingiunder
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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 b 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 ageney 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.

Sectior_l 6(a)

Section 6(a) requires that all contracts of
the type covered by this Aet 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) requives that aiclause be
included requiring prompt disclosure of any
invention made under the contract. Failure to
make a prompt disclosure can lead to a revo-

Part |

cation of all rights in the invention pursuant
to section 8. The purpose of this is to dis-
courage confractors from trying to avoid: dis-.
closure so as to make use of the inventions
either as a trade secret or by 'attempti‘pg to
obtain patent rights on it without acknowl-
edging the fact that it was made undel: Gov-
ernment contract. Section 10 of the Aqt also
requires that a statement be made in connec-
tion with any patent application whether or
not the invention was made under the Govern—
ment contract. Section 6(a)(8) also requires
2 clause compelling similar action. f

Section 6(a)(4) provides that the Umted
States will receive at a minimum an arrevo—
cable, nonexclusive, nontransferable, rioyalty-
free license for the practice of each invention
made under a Government contract through-
out the world, by or on behalf of theEUnited
States, for Federal Government purposes.
Agency heads are given authority, however,
to expand the license to include State and local
governmental practice of the invention. |

Sections 6(a)(6) and (7) allow the Govern-
ment or the contractor, as the case ma%r be, to
file for patent rights in foreign couﬁtries if
the other party does not desire to do so This
follows the recent amendment of the Pre:ﬁden-
tial Statement of Government Patent ohcy 1t
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,

Section 6{(a)(8) requires contractor patent
applications to include a statemerit as to
whether the invention is subject to ; this Aect.
This is intended to ensure that inventions
made under Government contracts are readily
identifiable. It supplements other. provwmns in
this Act designed to acecomplish smulal ends.

Section 6(a)(10) is designed to er;sure that

the contraet will contain provlslomsi adequate

to require reporting and other mformatlon by
‘the contractor necessary to eﬁectuate this Aect..
Section 8 of the Act provides that the sub-
mission of any false material statement could
lead fo the revoking of the contractor’s rights
in the patent.

Section 6(b)

As discussed previously, section!6{b) pro-

vides that an inventor, even though not a-
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party to a contract, is bound by contractual
provisicns 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 ,

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 obfain rights
in inventions they develop under Government
contracts. In such ecircumstances 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 commerecial use, then no
reason is seen for not taking advantage of this
capability.

Section 7{h)

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.
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Section T{c) %
Section 7(c)(1) is designed to guard
against cases where the contractor has failed.
to take steps to bring the mventmﬁ to the
point where it is available to the pybhc on
reasonable terms, where the invention is nec-

essary to fulfill health or safety needs, or

- where the use of the invention is requlred by

regulations. The Government Patent:Review
Board is authorized, at any time thme years
after the patent has been issued (orJ at any
‘time affer 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 frequire
the licensing of the patent to persons ﬁfsing ap-
plications with the Board on such ter as as it
deems proper and to otherwise modlfy and
diminish the rights of the contractor. In addi-
tion, section 7{c)(8) establishes V&I‘IOPS cri-
teria to be considered by the Board in making
its determinations under section 7(c) (1):

it i recognized that the existence of tsae pre-
visions at section 7(c)(1) tend to d1m1n1sh
somewhat the incentives for contractors to
risk capital to develop an invention. *his 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 not be
taken under section 7(c) or to set a period in
the case of inventions necessary to ifulfill
health or safety needs or required to be used
by regulation, The Board in considering such
requests is to be guided by the crzter:a set
forth in section 7(c) (3). i

It is also recognized that there may be scaaes
where companies with a strong backgz:ound
position in a particular area would refu’ e to
enter into contracts where their comm?rcla]
rights in inventions are not clear. In isuch
cases, the Government may be forced to go to
a less qualified contractor and to pay-a higher
price since the less gualified contractor will in-
cur costs in attempting to develop, the. neces-
sary background understanding. To avoid:this
problem, the Board is authorized, after ai)ph—_
cation by an ageney, to extend the exc]uswe

period as to classes of inventions, It mig it be

noted that the Board’s decision in such cases,
unlike most others of the Board, would be %inal
pursuant to section 9(¢) of the Act and would
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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 T(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 whe has been initially
given principal rights to inventions necessary
to fulfill health or safety needs or required for
use by governmenta) 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 injunetive relief in situations
involving inventions needed for public health
and safety.

Section 8

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 ean 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

Part i

mechanism over the revoking of contractor

- rights. If, for instance, this Act had merely

provided that the occurrence of any of the four
listed events would result in a forfeiture, oné
could readily foresee this issue being raised in
patent litigation between prwatq parties. A
difficult question would then arlse as to
whether the district courts could make inde-
pendent determinations on these matters,

i
Section 9 :

f

Section 9(a) provides that Boérd proceed-
ings under section 7(c) and 8 are subject to
the Administrative Procedure Actiand judicial
review. An exception is made, however, 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 “title” clause
under section 7(a)(1) are not coverad by sec-
tion 9¢a). §

Section 9(a) also specifies that the Board
actions which are subject to the%Admlmstra-
tive Procedure Act are to be conducted on the
record and with hearings. The ,APA, itself,
does not require hearings, but metely provides
procedures where another aet requires hear-
ings. Section 9(a) also limits requests for judi-
cial review to a sixty day DEIfIOd so that

_ uncertainties regarding patent rlghts will not
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unduly delay the development and utilization f R |

of inventions.

Section 9(b) grants finality to Board de-
cisions under section 7(a). L1kew1se, section
8(¢) makes clear that Board decisions on
agency applications regarding proposed con-
tracts under gection 7(c) (1) are final.

Section 10
Section 10 provides that agency heads may

delegate their authorities under this Aect,

Section 11

Section 11 requires that apphcants for pat-
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ents file a statement as to whether or not the
invention was developed under a§ Govarnment |
eontract or during the course of their employ-
ment with the Government. This will aid in °

i 3|
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providing a system of easy identification of

patents ‘on inventions in which the Govern-

ment holds an interest.

" Section 12

Section 12 prowdes greater flexibility to the
agencies than is currently possible in the pro-
motion of Government-owned patents. Most
importantly it clarifies the authorily 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 1nclud1ng exclu-
sive licensing is to sueceed.

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, hmltmg some aspects of the au-

thority.
Section 13

Section 13 is a standard severability provi-
sion.

Section 14

A 2

Section 14 contains a series of technical
amendments repealing various provlsmns gov-
erning the disposition of rights 1n inventions
made under Government contracts which are
in conflict with the provisions of this Act.
Many of these also impact on pohcy in the
copyrights and technical data areas. A num-
ber of these are simply statements that the
results of particular research wﬂl be made
available to the public. Since such language
has sometimes been interpreted to require a
“title policy” it must be amended, leemse the
repeal of the nonpatent aspects of these
statutes is needed to allow flexible but more
uniform Government-wide policids with re-
spect to data and copyrights.

Section 15

Section 15 delays the effective ;date of the
Act for about 6 or 7 months after its enact-
ment depending on the time of the month it is
enacted. Its purpose is to allow fime for the
agencies to make appropriate revisions to
their clauses and regulations. However, it does
allow the setting up of the Board immediately
and for the commencement of efforts to de- .
velop implementing rules and regulations.

U




