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June 8, 19
NOTE FOR MR. SOWLE -

Don

The draft OMB Circular imple
-P.L. 96~517 on rights in inventio
by small businesses and nonprofit
‘tions has caused a great deal of

'in the Navy patent organization.

a lengthy inter-agency process of
a clause and implementing regulat
the draft circular appears to hav
duced a number of fairly signific
as reflected in the attached anal
Navy Patent Counsel. I should th
under these circumstances his sug
for further pre-publication coord
merit very serious consideration.

 With best regards,';
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"MEMORANDUM FOR FILE

Subj, OMB Clrcular——Patents (Small BUSIHESS Flrms and Non-Profit._
Organlzatlons) dated 27 May 1981

1., Im December 1980 the Pre51dent 31gned Publlc Law 96- 517
(35 U.S.C. 200, et seq.) governing the distribution of rights
in inventions made by small business firms and nonproflt organi- "’
zations under funding agreements with Federal agenc1es. The Act

_ w111 take effect on 1 July 1981, : o

2. Beglnnlng in January 1981 experienced high level representatives
of 23 agencies, including OMB, OFPP, GSA, NASA, Navy, SBA, DOE,

Army, NSF, HHS, Air Force and others, worked at both draftlig and
review levels to generate a patent rights clause and 1mp1ement1ng
regulations to be effective by 1 July.. During the next four months
there were about 20-25 meetings of the groups, at which tlme lan-
guage was carefully drafted embodylng the groups' consensus  that

- worldwide protection of rights in inventions was necessary to
achieve the policy and objectives of the Act. During negotlatlons _
in preparlng ‘the final draft it was recognized by the groupémembers
that loss of worldwide rights in important inventions frequently
occurs inadvertently through statutory bars. Thus, a primary
objective in drafting both the clause and regulations to 1mp1ement
‘the Act was to provide a system that would help inventors of small

. business firms and nonprofit organizatiéns consciously makeia deci-
sion on patent protection for inventions made with Federal funds
before statutory bars arise, In addltlon, important re31dual rights .
of the Government in such inventions throughout the world are pro-
tected. Both of these important objectives were achieved by placlng

i protective provisions for avoiding loss of rights to lnventlons
' - prominently in the action portion of the patent .rights clause,

which was finally completed, along w1th 1mplementlng regulatlons,
in late Aprll and - forwarded to OFPP '

3., After subm1331on to OFPP, the various agencies, including DOD,
began drafting local regulatlons in preparation for the expected
OMB approval and publication of the interagency effort. However,
on 27 May a draft OMB Circular and clause appeared whlch isia com-.
_plete rewrite of the interagency clause and regulations. After a
-_rev1ew of the OMB effort many changes can ea511y be noted ‘Some
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Subj: OMB Clrcular--Patents (Small Bu51ness Firms and Non-Profit
Organlzatlons) dated 27 May 1981 :

of the changes are merely of-form, some are minor, but more dis-
turbingly, others are considered substantive and of major concern.

4; When the Circular is eventually published for review, many
detailed comments will be made, For the present, however, only
issues that are considered the most 1mportant Wlll be addressed.
These are as follows. :

. a., Each agency is apparently requlred to use only the GﬁB
clause, and even use it exactly as drafted, since the deviation
authorization contained in the interagency clause was deleted.

The OMB Circular allows agencies to use a different clause only
in those instances, and upon submission of justification thereof
to the Comptroller General, as set forth in the Act. No authority
is set forth to allow for other departures frem the policy, pro-
cedures and clause of the Circular that are not. requ1red by the

Act., Thus, DOD's normal procurement procedures in the patent area
are affected o : _ S

b. A new sectlon was added to the OMB Circular pertalnlng to
an unnamed lead agency that is to establish standard contractor
invention utilization reports, which are much more detailed than
that of the interagency draft. Also, seven other functions, one’

- of which is to oversee the implementation of the regulations and
others which go beyond the Act and its requirements are given

-to the lead agency.. The addition of this unnamed"lead agency",
could have far-reaching effects on the procurement and patent
operations of the Navy, DOD and other agencies.

c. In the Act, provision is made to allow the Government,
under certain circumstances to require the contractor to license
responsible applicants under the patents resulting from the
federally sponsored research., This is called a "march-in" right"
and was covered very simply, but completely, in the interagency
clause. The OMB Circular and clause, however, have exPanded the
march-in provision to the extent that it is con31dered SO Onerous

on Government agencies as to be almost impossible to even thlnk :
of 1n1t1at1ng ' o

d. Treatment of foreign patent rights and'coverage of foreign o

entities in the OMB Circular are quite different from thatof the
interagency draft. 1In additiom, the requirement to process an




"~ Comptroller General to implement the stated policy of OFPP/

' interpreted from the language of the Act.

,releasable. ' _ S S s

~action portion of the clause, were significantly modified,
- were placed in the small print section of the clause where

‘most important warning pertaining thereto has been taken fx

by cne that was prepared very quickly by unknown drafters.
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Organizations) dated 27 May 1981

exéeptional circumstance case, i.e., from title being left
contractor to that wherein the Government accepts title, tc

OMB Circular--Patents (Small Business Firms and Non-Profit.

for TOTE1gT nonproiit orgamtzavrions, IS completely new.

e,

The OMB clause has broadened the protection given t

in the_.
the - :
c
o]

contractor data under FOIA beyond that which could be reasonably

marking of contractor data is not considered to be suff1c1e
to make 1nfo*mat10n p*lVllﬂged and conxldentﬂal and thus nc

~
~

f.' Flnally, the protective provisions that the'dfaftir
groups determined were so important concerning possible los
patent protection were removed from the prominent place in

will at best be innocuous and certainly ineffective. Thus,
this were a situation involving a drug, it could be said tk

place .of promlnence up front and placed as an inconspicuous
printed Warnlng on the back side.

5-

which was democratically arrived at via consensus of the 23

‘ent agency representatives should be substituted in its pla

is entirely improper to discard the interagency-negotiated
and implementing regulations of many months' effort and reg

OMB should allow the interagency group, or its leaders, to

ated above. Or, as a minimum, each agency should be given

opportunlty to prov1de its comments before the OMB Circular
publlshed : :

6. _Actlon is planned.to be taken as soon as possible to ac

management of OMB and OFPP of the effects on the Navy, DOD

In view of the above, OMB or OFPP should immediately wi
the OMB Circular from publication and the interagency draft
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‘the OMB drafters to discuss those more important differences enumer-
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agencies of the OMB Circular in an effort to head off the possibility

of permanent damage being done to Government patent pollcy
with small bu51ness firms and nonprofit organizations,

2 Mok

A, F, KWITNIESKI

primarily

o Director, Navy Patent Prdgram/

Patent Counsel for the Navy






