'96=m Goronsss HOUSE oF REPRJQSENTATIVES { " Rupr. 96-
2d Session - _ w0 o 1307, Partﬁ:

SEPTEM.BEE 23 1980. —Comm:tted to. the Gommlttee of the Whole House on the -
Stateof the:Union and ordered to Jbeprinted

from the Commlttee on G vernment 0perat10ns

s, Baooss, fro
Pl e L N submlttad the followm ‘_

: .. [Includmg cost esnmate of the: ongressmnal Budget Oﬁ‘ice]

The Commlttee on Government Opera,tlons to whom was’ referred
the bill (H.R. 6933) entitled “To amend the patent’ and trademark
laws,” having -considered the same; report favorably théreon -with
amendments and recommend: thit the bill'as amended do’ pass.”

The amendments (stated in terms of the pagé and line numbers’ ot
the bill as reported by the Committee on the:J udi¢iary) ‘are as follows:

- Page 43, line 18, strike out “six months of” and insert in lieu thereof
11ne % on page 46 and redesignate the succeeding section accordingly:

Page 43, line 18, strike out “suc months of” and insert in Heu thereof
“two yea,rs after”. A

Page 43, line 17, strike out “(2)” and.on page 44, beginning on line
4, strike out all of subsection (b) through line 9. =

Page 44, beginning on line 10, strike out all of section 11, through
line 2 on page 46 and rede ignate the, succeedmg sectlon aecordmgly

JURISDICTION UNDE‘ SEQU‘ENTIAL REFERRA

H R 6933 was reported to the House by the Comxmttee on ‘the J ud1~
ciary on September 9, 1980. Tt was then. sequentmlly referred to the
‘Committes on Government Operations for consideration of provisions
of the bill and amendment which fall within the jurisdiction of the
- committee. These provisions deal with Federal procurement generally

and matiers 1nvollx)r1ng reorganizations in the executive branch, The
67-865 0



committee’s consideration was only for a period of two weeks and it
was required to report no later than September 23. The time restraint
under which the committee was forced to act limited the scope and
depth of its study and adegiate treatinent could not be given to the
extensive chianges in patent policy proposed in this legislation, These
changes and the purported justification for them deserve full consider-
ation.

Tt was determined that Sections 1 through 5, dealing with certain
procedures and fees, were not within the jurisdiction of the committee.
The committee’s jurisdiction does cover those sections dealing with
Government policies for retaining or-disposing of contract-inventions
developed during the course of or under Government contracts and
related matters, and those gections dealing with the reorganization or
transfer of individual units of Gevernment. e

ptiend

5+  EXPLANATION - OF ‘AMENDMENTS "

The first amendment delétes froni-the Bill Section 9, which requires
the Comptroller General to submit to Congress and the President a
report describing the functioning of the, Patent and Trademark Office,
the Copyright O%lﬁice, and _the Copyright Royalty Tribunal. The Patent
and, Trademark Office s Tocated mn 't%e'D'ép'aTt?ment of Commerce, the
Copyright Office is located in the Library of Congress, and the Copy-
right Royalty Tribunal is a separate’unit in the legislative branch.
The report would analyze the efficiency of these agencies and make
recommsendations on the desirabilityief.merging the Copyright Office
E.I,)I;g. the Copyright Royalty Tribunal with the Patent and Trademark

ce. AN Y SR

The second amendment alters Section 10(a) of the bill, which re-
quires the Commissioner ¢f Patents and Trademarks to report to Con-
gress withinsix-months after-enactment s -plan to-computerize the
data in the Trademark Office. The committee amendment would permit
the Commissioner to have two.years to.makethereport. .. ... 1o w7

The, third. amendment would .delete Section 10(b), which:would
require the .Commissioner, of .Patents and Trademarks: to.report. to:
Congress every six months on the progress heing made in implement-.
ing computer. technology in the Patent and Trademark Office. -,

. The fourth amendment deletes Section 11:0f thebill, which removes
the Patent, and Trademarlk; Office. from the. Department.of Commerce

and sots it up as an independe

© " SUMMARY AND PURPOSE -

© H.R. 6983, as reported by the Judiciary Committee, revises the pa-
tent and trademark laws to provide for various changes in procedure
in the Patent and Trademark Officé in the Department of Commerce;
establishes a new uniform Governmentiwide patent policy regarding
the retention or disposal of rights to contract inventions made by
private businesses and 'non-profit organizations developed in the course
of or under Federal contracts; by Federal employees in consequence
of -their employment or with Federal funds; and policy dealing with
* the licensing of Fedeérally-owned inventions. The bill: repeals a nun-




ber of congressional enactments:relating to’ patents for individual
programs oragencies. It also called for certain studies and reports and
would remove the Patent and Trademark Office from the Department.
of Commerce and set it up as an independent agency. - :
The Committee on Government Operations does not agree. Wlth those;
provisions of the bill which would remove the Patent, Office from Cora-.
mexce; or require the Comptroller to make a study of the. possibility of
mergmg the Copyright Office; now in- the. Library. of Congress with:
the Patent Office, and recommends. that. these .provisions be deleted:
from the bill: It also-disagrees with the.provisien- to require ‘the.Com-
missioner. of Patents to report within a period of six-months on a plan.
to computerize data in the Patent. Office. The committee- recommends;
.thata perlod of two years be: glveu for such a report . L

COMMITI‘EE, A.GTION AND VOTE

The Comm1ttee on G'rovernment Operatlons ata duly ca]led meetmg‘

on September 23, ordered reported FLR. 6933 with' amend.ments by 8,
voteof32a.yesend0noes U
' Huarines

Hearings on FLR. 6933 were held by the Subcommittee on Legmla,-
tion and National Security on September 16 and 17, 1980. Testimony
was received from Philip M. Klutznick, the Secretary of Commerce ;
from Admiral H. G. Rickover, Deputy Commander for Nuclear Power,
Naval Sea. Systems; Daniel J. Boorstin, the Librarian of Congress;
Karen H. Williams, Administrator for Federal Procurement Policy,
Office of Management and. Budget ‘and. Ky P. Ewing, Deputy Assist-
ant Attorney General, Antitrust. D1v1510n, Department.of Justice.

- Differing views were.presented by these witnesses, all of whom were
h1gh ranking and responsible officials of the Government. Their testi-
monies. raised questmns whleh memt careful study Iby the Congress -

DISOUSSION

The Commlttee on Government Operatlons recogmzes the neeeSSIty
of making improvements in the operation of the Patent and Trade:
mark Office. TIID he issuing of patents is an 1mp0rtant part of our efforts
to kee&) America in a position of tech.nologlcal leadership. Every effort
should he made to encourage our inventors and creators to develop
innovative products. Many compla,mts have been made about the
Patent Office and the service.it renders. Every reasonable step should
be taken to speed up its work and reduce the backlog of. appheatmns
. not vet acted upon.

The Committee, however, does.not feel that all of the roposals
made in the legislation are. needed in the manner preseniwedP In fact,
some ma,y be counterproductlve

GOPYI{IGHT y.

_ One proposel in the orlgmal b111 ca,lls for a study by the Comptroller
General analyzing the efficiency of the Patent and Trademark Office,
. the Copyright Office, and the Copyright Royalty Tribunal, Tt Seems to



us that’'such a study of the Patent Office is unnecessary. Its deficiencies
are well known. The suggested study of the Copyright Office and the
Copyright Royalty Tribunal seemed ' directed ‘toward the possible
merger of these two offices with the Patent Office. During our subcom-
niittee’ hearings, we heard testimony from the Librarian of Congress,
who supervises the work of the Copyright Office. It was his testimony.
that the Office had Tecently undergone an investigation by the House:
Committee on Appropriations and had been subject to an internal audit
by the Library of Corigress within the past year. A number of changes:
in its operations have been-brought asbout and-that:Office is now ioper-
ating under & new copyright law which became efféctive in 1978 and a
new Register of Copyrights has been appointed. Furthermore,:there:
has been an entire staff relocation during which' the Office-was moved,
and such relocations bring about some disruption in operation. It was
his opinion, and the committee agreed, that an investigation at this
time would serve ne useful purpose and that a possible merger of those
offices should not take place in the immediate future. The committee,
therefore, recommended an amendment that would delete the proposed
study and report. A T

. . PATENT OFFICE REORGANIZATION

“‘The bill as reported by the Judiciary Committee would remove the
Patent Office from the Department of Commerce, where it has-been
located for many: years, and ‘establish' it as an independent agency.
This proposal is apparéntly based on the assurption that the Patent
Office would function more efficiently:and be able to claim greater re-
sources as-an independent agency: The committee explored this matter
at seme length fa-ﬁg heard testimony-from’the Secretary of Commerce.
Secretary Klutznick, speaking for-the Administration; strongly op-
poséd the removal of the agency from the Department. He eited actions
which had been taken in-the recent past. A zero base analysis of Patent-
Trademark Office operations produced an internal reorganization of
the Office to strengthen and integrate its financial and planning activi-
ties. The financial resources of the Office have been improved. The Sec-
retary said, “Under this Administration, the budget of the PTO has
increased at a faster rate than that of the Commerce Department as a
whole.” He said that in the fiscal year 1981 budget, made at a time of
severe budgetary constraint, a $6,300,000 increase in the PTO appro-
priation was requested. Fe also stated that the fee provisions contained
in this legislation are a major initiative to place the financing of the
PTO on a more secure basis by revising its funding mechanism and by
requiring:that fees be set to recover a substantial portion of the PTQ’s
operating expenses. o N N S
~ Itis expected that if an independent Patent Office were éstablished
with its own administrative hierarchy, and which must make available
the facilities and services that are now being provided by the Depart<
ment of Commerce, such a reorganization would be 4 very costly opera-
tion, Furthermore, taking' the Patent ‘Office‘olit of Commerce will not
necessarily.enhance its efficiency or improve its services to the business
community and the public, What further changes in operations may be

needed could fist s well be done within the Depariment of Commree,




As:experience has shown, any reorganization requires a. temporary
glowdown in-operations and procedures until the new organization has
been put-into effect. There is no way:to.estimate how long such a slow-
down could take, G RS il - L

- An:independent. PTO :will- not necessarily in itself bring about an
increase in the number of patent examiners nor:in the amount of
funding available to the Office, but steady improvement, in the efficiency
- of the agency will:produce the climate to-obtain greater resources, The
committee, therefore, recommends that the proyision in the bill mak-
ing the.Patent and Trademark Office an independent agency be deleted

_ and the Office.remain in the Department of Commerce,.
DEVELOPMENT OF 4 COMPUTERIZED DATA AND, RETRIEVAL SYSTEM

H.R. 6933, as amended, requires the Commissioner of the Patent and
Trademark Office to identify and, if necessary, develop a computerized
data and retrieval system. The committee believes such a systemis
essential i1f the Patent Office is to ¢ffectively fulfill its responsibilities
under this legislation. ">~ 5 . v o IR

In 1978, the Committee on Government Operations conducted a re-
view of the Patent Office’s management and use of computer resources.
That study revealed that the Patent Office had failed to apply modern
technology to its operations and that serious techmical and operating
-+ problems continued to plagite the agency. Deficiencies were especially
* apparent in the Patent Office project to develop a computerized data

and retrieval system.

. Inthe mid-1960%, the Patent Office prepared a plan to have delivered

a computerized system which wounld electronically prepare patents for
re a data base of approved patents

printing and which would prepa

which nltimately would be refrievable for patent searches, .
~.dn, order to implement the Patent Office’s plan, a_contract was
awarded to International Computaprint Corporation (ICC) in. April
.0f:1970 for.one year, with two.one-year options, at a cost of $10,053,-
F6.71 pex your, o ORE PR AR T AT
- Although the plan called for the Patent Qffice both to-assume oper-
~ation-of the work performed by the contractor and to, develop a re-
trieval system for patent searchés; the Patent Office failed to do
either. By 1978, the Iijabtent. Office had eontracted with ICC for over
seven years and during this period had granted the contractor nine
. extenslons on a noncompetitive, sole-source basis. Overall, the Patent
Office has paid this contractor in excess of $32 million even though thé
data base, as required under the original contract, is incomplete, In
addition, the Patent Office’s ill-fated attempts to develop a retrieval

system has cost millons. o E RS
On three.separate occasions, the Patent Office ostensibly sought to
compete the data base contract work, Each time the effort wasaborted.
These actions raised serious questions about the legality and propriety
of both the Commerce Department’s and the Patent. Office’s manage-
ment of this project, particularly (a) the methods by which the Patent
Office sought to implement this plan, (b) the extent to which the
original objectives of the plan have been met, and (e) the extent to
which the actions of the Patent Office and Commerce Department have

been legal and proper.--~ 5 2




“The: committes: believes'it is-essential for the ‘Patent Office to con-
duet a thorough review of its' ADP management to insure that thie
deficiencies illustrated by itsill-fated data base and retrieval project
have been corrected. Such 2 study should be conducted and the prob-
lems resolved. before eny new effort o develop a computer system 18
mltlated

- Tt isthe comm1ttee S v1ew, however, that ‘a s1x—m0nth tlmeframe is
too short for adequéte and’ comprehenswe consideration and develop-
ment of such a system: In order to insure that the system which is pro-
posed is adequate to'theneeds of PTO and as effidlent-and economical
as possible, the conimittee has extended the time for this réport to be
submitted to Congress to two years.

H.R. 6933, as'reported by the Committee’ on the J udlelery, algo
requlred the Commlseloner to report to the Congress every six months
on, the progress being, mide is nnplementmg a program.of computer
technology In the micrest of curtailing burdensome reporting re-
quirements. that_are of limited use, the Committee on Government
Operations has removed this Teporting regquirement.. The committes
believes that the same purpose should be served through the oversight
process of eommittees of Congress ha.vmg }urlsdlctlon oyer the Petent
end Trademerk Oftice _ . S . .

estebhsh a patent reexammatlon system These seven new sections
‘would constitute Chapter 30 of Title 35 of the Unitéd States'Code,

Section 2 of the bill would restructure and modérnize Seetlon 41 of
Title 35 ‘of. the Umted .States Code, the ba.sm fee prov151on of the

patent laws. "

Section 8 of the bill Would amend Section’ 41°6¢ Title" 35 of the
United States Code to provide for the crediting of fee revenue to the
Patent and Trademarks Office Appropriation Aceount.” "

- Section 4 of the bill is'a technical amendment to Section 154 of the
patent law necessitated by creation of the maintenance fee system. -

Section 5 of the bill amends Section 81 of the Trademark Act of
1946, as amended (15 U,8.C. 1113) to modernlze the trademark fee
8 stem ,

ylee.snmelfr as these pr0vrslons ‘are not Wlthm ‘the jurisdiction of the

Government Opera.tlons Committee, the reported bill makes no
chwnges in sections 1 through 5 of H. R. 6933 as reported by the Com-
mittee on the J; udrclary (See House Report 96—1307 Part I for ex-
plenatlon - coa

. Sectlon 6 of the b111 amends 'IfltIe 35 of the Umted Stetes Code by
adding. ‘after chapter 37 a new Ohapter 38 the Government Patent
Policy Act of 1980, 7 J :
Section 881. Title . .
Section 381 provides for the ehapter to be known as the. Government
Patent Pohcy Act of 1980.




SUBCHAPTER I—CO'N'I'RAGT INVENTIONS

Seetion 382 C’ontmct mve%twm weportmg

Section: 382 definies “contract inventions” -and Sets forth ‘3, COD-
tractor’s responsibility with regard to a contract invention.

- Subsection (a) defines “contract inventions” as “mventlons made
1n the course of-orunder Federal contracts.”: :

- Subsection  (b). requires that all contractors prov1de the respons1—
ble Federal agency with timely reports on each.eontract invention
containing sufficient. technieal information to inform the (Government
as to the nature-of the invention and a hist.of each country,if- any,in
which the contractor elects to filé.a patent application. o

+ The- Government is.prohibited  from publishing or relea,smg these
,reports until -the earlier of :one. year from receipt .of the invention
disclosure: or the contractor has had a reasonable time to file a- patent
application;-the. Government also must Wlthhold Such information
from other records or reports. . . .

. Subsection (e) provides that the responsable aaoncy may deprwo a
contractor who unreasonably -fails to file the reports required by sub-
section  (b) of any or all of the rights it otherwise would have under
subchapter. T pertd.mmg to the contract invention for Whlch such report
has been, unreasonably withheld, ... . ;

Seatwn. 883, Alloaatzow, of mghtg—smalz busmesses amd nmtproﬂt
Y grganizations - e
Subseotmn (a) prov1dos for the aequisition of tltle to eontract inven-
tions by contractors which are either a.small business or a nenprofit
’oro*amzatlon They would acquire title in each country listed under
_section (b) (2) of section 382.in which they. filed 2 patent application
within-a rea.sona,ble time; their title would be subject.to the Govern-
ment’s Imnlmum ri O'hts undor seotmn 386 and to march-in I‘lO'htS u:nder
section . 887. -« ‘
- Subsection (b) prowdes for E:!:G(]ulSlthIl of title to contract inven-
tmns by the Government in each country in which a small business or
nonprofit organization elects n t to ﬁle a patent apphoatlon or falls to
file within a reasonable time. "

Section 384. Allocation o f mghts—otﬁer contmctmﬂs
Subsection (a) prov1des that a contractor that is not a small busmess

or nonprofit organization .will have four and one-half vears fromi the
filing of an invention report under section 882 (h) to. select, one or more
fields of use which it intends to commercialize or otherwise achieve
public use inder an exclusive license. During the_ four. and, one-half
year period the contractor. will have temporary tltlo to the rnventlon,
gabject to the Government’s right under.the Act. - ,

Subsection (b) provides for the.contractor to receive an exclusive
license in each described field. of use if it files a United States
patent application within a reasonable time, The contractor’s license
is subject to the Government’s’ minimum, rlo'hts ;under seotlon 386 and
march-in. nghts under section 387, o

Subsection (¢} provides that the contractor will automatlcallv ac-
quire an exclusive license for each described field of use by operation
of law ninety days after providing the responsible agency with the
field of use-report reqmred by subsectmn (a) of section 884 unless the




agency earlier notifies the contractor.of & contrary determination under
subsection (d) of this section with respect to such field of use.

Subsection (d) sets forth the basis for an agency determination that
a contractor will not receive an exclusive license in a selected field of
use; if the responsible agency determines that the contractor’s posses-
sion of such license- (1) would impair national security; or (2)- would
create or maintain a sﬂ:uatmn inconsistent with. the antitrust laws. -

- Subsection (e) provides that, whenever an-agency determines tha,t
a- contractor will not receive an excluswe license in any field.of use, it
anust:include in its- determination written reasons, and that:the: con-
tractor hag the right of appeal de novo to the United States Court of
Customs and Patent Appeals within: sixty days after the determination
8 issued. The Court of Customs-and ‘Patent Appeals is: given exclugive
jurisdiction to - -affirm; reverse, or’modify the agency determination.
Specifically included is the authorlty for the court to order the respon—
sible agency toissie an exclusive license to the contractor.. . <=

Subsection (f) permits the contractor to:cbtain title’ to any con-
tract invention'in any foreion country in which the contractor agrees
to file a patent apphoatmn, unless the responsible agency determines
that the national interést would be affected adversely, swhich -should
not occur except in extraordmary circwnstarnces: However; title will
be subject to the Government minimum rights under: section 386 and
march-in rights under section 387.-If the. contractor does.not file s
patent application within a reasonable time, then the Government may
acquire title to patents.on the: contract mventmn

-Section 385. 0 ontractor license

- Subsection 385 ‘automatically grants a nonexcluswe royalty free
hcense to each contractor’ complvmg Wlth subsection (b) ‘of section.
382 to practlce the “contract 1nvention in ‘all eountries in. whlch it
neither réceives title undersubsection () of section ‘383 no¥ has an
exclusive license under subsection (b) of section 384. This nonexclir-
sive ‘contraétor license may be revoked by“thé Governmient’ ‘only to
the extent necessary to grant an exclugive licenise under subcha.pter III

Sectwn 386. Minimum Government mghts el L
Subsection (a) sets forth the minimum, r1ghts_ the Government has
in every contract 1nvent10n, unless’ wa,Wed under the authorlty of
‘gectit 388. These minimum rights are: e
(1) The right to reqmre from the contractor ertten reports
“on'the useof the invenition if patented;’
o %1 ) A royalty-free worldwide Ticense,to practlce the 1nvent10n
*“or have it practiced for'the Government yand ‘
* (8) The right to, license or subhcense state-and’ local govern-
. ments to practice the, mvention ot have it practiced for them, if
“the agency determines it the time of contractmg that acqu1s1t10n
of this right would s serve the' ‘national interest.
" Subsection’ (b) requires that whenéver the Government has rights
in a contract -invention, notice to that effect shall be included in
cach United States patent application and patent on, the invention,:

Do T




Section 387 M. archiin rights. -

“Section 387 sets forth the basis on Whlch the Government may ter-_
minate the contractor’s title or exclusive rlghts Wwith tespect to one
or more fields-of use in any patent on'a contract invention j may require
the contractor to.grant appropriate license or sublicense: to responsible
appllflcants or, 1f necessary, may gra,nt such; hcenses -or. sublmenses
itse . . .. ,
Subsectlon (a.) sets fcrth the: grounds for exer<31se of mareh -in
r:lghts :

(1). If the contlactor has not taken and is not expected to take.
tunely and effective action to achieve practical application of the
invention in one or more of the fields of use selected

(2). If necessary to-protect the national security;.
(F) If necessary to meet reqmrements for pubhc uSe spec1ﬁed
ederal regulation; o : :
: (4) -If .continuation:of:the contrector s rlghts. : .the 1nvent10n
Would create or maintain a situation.inconsistent. with the anti-
trust laws; or

(5) If the contractor has failed to comply with the reportmg

*requirements of this'Act with respect to such mvention, -
Subsectlon (b)Y permlts the responsible agency to éxercise its march-
in rlghts either on its own initiative or in response toa pet1t10n from
an'interested person’ ]ustlfymg such action: * ‘
Subsection -(c) enables an’agency to specify reasonable hcensmg

- terms whenever, in exercise of its march-in- nghts, 1t requires a ‘coli-

tractor to grant a license or, subhcence Sl

Sectzcm 388 Defvmtwn and wcm;er W

Section 388 perm1ts Federal agencles, to further an ageneys mis-
sion and the dpubhc interest, to deviate from any standar d patent, rights
clause issued under sectlon 390 acqulrlng mo: r!fewer 1ghts to L
eontract invention. ' N '

- Subseétion (a) authorizes deviations sithier on a class basn in ae-
cordence with regulations to be issued under section 390, or, unless
prohibited by those regulations, under regulatlons issued by an agency
itself.: Case-by-case deviations are permitted when authorized by the
head ‘of an agency ora designee, and described in the Federal Register.

‘Subsection (b) forbids waiver under any circumstances of the na-
tional securlt%' and antitrust ma,reh -in rlghts reserved by sectlons'
387 (a) (2),887(a) (4), and 387(0)

Subsectlon (c) allows waiver of r}ghts reserved by sectlons 384(a)
and 387(a) (1) only (1) in contracts involving cosponsored, cost-
sharing or joint venture research to which the Contractor makes a sub-
stantial contribution of funds, ‘technology, faclhtles, or equipment; or
(2) in'contracts with a contractor whose participation is necessary for
the successful accomplishment of an agency mission and such contract
cannot be obtained under the standard patent rights clause.

Sectzon 389, Tmmfer of fmghts to. cum%mator employees

~ :Section 389 ‘authorizes a contractor’s employee:inventor to receive
- soms or a.ll of the contractor 3 rlghts to a coutract mventlon 1f the




responsible agency and the contractor apptove,  The. correspondmg‘_
obhgations of the contractor under subohept ;L then. become the ob-
ligations.of the employee . ' ,
Section 390: Regulations and stcmd‘ard pat@nt mghta GZause o

- Subsection 890 (a) requires the' Office of Federal Procurement Pollcy
to direct the issuahce of regulations-implementing subchapter I, in-
cluclmg the establishment of a standard patent rights clause or clatses.

‘Subséctions (b, (¢) and {d) require a sharing of the royalties and/
or revenues with the Government to pay the Government for Fed-
eral’ funding: of' research and' development. Regulatmns to be devel-
oped may-: perrmt Walver of some-or all of th1s payment

i

SUBOHAI’TER II—INV'ENTIONS OF FEDERAL DMPIDYEES

Sectwﬂé?gl E’mployeesemen%om e

- Section 391 deﬁnes “employees 1nvent1ons” as 1nvent1ons made by
Federa.l ‘employees. A it .

Seetwﬂ 292, Repomtmg of inventions.

' Section 392(&) requ1res that a Federal employee report to the em-
ployee’s agency all inventions made while an employee of that agency.
The Government is prohibited from publishing or releesmg these re-
ports until the earlier 'of one year after their, recelpt or. the ; ﬁna,l_)_
disposition of rights under this subchapter ' G

Section 398. Oriteria foa" the allocationo f mghl’s

Section 393 establishes the criteria for alloeatlon of mventmn r1ghtsf
between the Government and its employee-inventor: Basically, the al-.
location depends upon the relationship of the 1nvent1on to the em-
ployee’s work and the use of Government resources. :

Peregraph (1) provldes for Government, acqu1s1t10n of all mven-:
tion rights if the inivention bears a direct relation to the.duties of thes
employee—mventor or. Was‘_mede in consequence of the emplo} ee’s
em loyment.: ’ ,

aragraph (2) prov1d hat Where the invention ne1ther beers a.
direct relation to the employee’ s, dut1es nor . was made in consequence
of the employee’s employment, but, was made with a contribution, of
Federal resources, the employee may receive all rights in the. ‘invention
subject to a nonexclusive royalty-free worldwide Jicense to the Gov-
erniment to praet:tce the invention or have it practmed for the G‘rovern—
ment. as well as to sublicense State, local, or foreign governments it
acquisition of this right would serve the natmnal interest. = .

Paragraph (3) permits the Government,to waive to the employee
its rights under paragraph (1) of this sectlon, subject, o the Govern-
ment license described in, paraﬂraph (2). of this eectlon, if the agency
finds msuﬂicmnt mterest n the mventmn to Wa,rra,nt exerolsmg the
Government’s rights, = - .

Paragraph (4 requlres the Government to acquire all mghts ina y
invention 1f the national security might be impaired should the em-
ployee-inventor receive rights to.it; notw1thstand1ng the prov;smns of
paragraphs(2) or(3) of this: sectzon '

aragraph (5) entitles an employee—mventor to all r1ghts in an in-
vention made by the employes not covered by paragraphs (1), (2), or
(3) of thls section,




Paragraph (6) permits the Government to enter into-agreements
allocatmcv rights in inventions resulting from research and develop-
mient to which: other parties have contributed: substantlally, notw1th—
standing paragraph (1) of this section..

Section 394. Presumptwns .

Section 394 establishes rebuttable presumptlons for the apphca,tmn
“of the criteria set forth in section 393.

Subsection (a).sets.out employee duties Whlch estabh-:h a rebutta-
ble presumption that: an .invention falls. within the criteria, of; para-
graph (1)-of section 393.

Subsection. (b) establishes a rebutteble presumptlon that an 1nven-
tion made by an employee whose duties fall outside. those listed in
paragraph (a) of this section falls within the criteria of paragraph
(2) of section 393, reserving to the employee title to an empleyee—m-
- vention subject to certiun hcense rlghts in the Government

Sectwﬂ 396, Review of agency detemzmtwm

.Section 395 provides for the review of Federal agency determma,—
tlons regarding the respective r1ghts of the Government and a Federal
employee inventor in situations in which the’ agency determines not
to acquire all rights i in an invention or ‘Wheére an aggrleved employee:
inventor, requests review. "The ; review is to.be conducted - aeeordmg to
regulations issued under section 399.

Section 396 Reassignment of rights

Section 896 establishes a right inithe Government to ad]ust the
rights  acquired from a Federal employee-inventor on the basis of
evldenee that the wrantmg of greater rights to'the employee- 1nventor
is necessary to correct an meqmtable allecatlon of r1ghts -

Secmon 297, 7 mentwe awards progmm

‘Subsection (&) provides. Federal. ao*enmes the rlght to estabhsh an
incentive,awards program which.is intended.to monetarily recognize
Federal. employee-mventors, stimulate innovative creativeness, and en-

" courage disclosures of inventions:which.-in turn will:enhance: ‘the Ppos-
sibility of utilization through the Federal hcensmg program
esta.bhshed under subchapter TTL."

- Subsection (b) sets forth the criteria for makmg an award.”

Subsections {c), (d); and (e) estabhsh the procedures for Ina,kmg
awards of different amounts; > -

Subsection (1) proyvides that acceptance of a cash reward constltutes
an agreement by the employee-inventor that any use by the Govern-
ment of an invention for which: an award is made does not form the
basis of -a further claim’of’ any nature agalnst the: Government by the
receipt; his heirs, or- assigns, '+

Subsection’ (g) requires that amn award should be pald from the fund
or appropriation of the agency primarily benefitting. - .

Section 398..Income sharing from. patent licenses

~ Section 398 authorizes Federal agencies'to share income- from 11cens-
- ing the Government’s: patent rlghts Wlth the employee-mventor

Sectum 299; Requlamons

Subsectlon (2) makes the Secretary of Cemmerce respons1b1e for .

- issuing regula,tmns to implement subchapter IT.




Subsection (b) provides that determination .concerning a. Federal
employee’s promotion of the employee’s invention is subject 10.regula-
tions fo.be prescribed by the Secretary of Commerce with. the coneur-
rence of the Office of Government Ethies-and: the Attorney: General

SUBCHAPTER T-—LICENSING OF F’EDERALL- NED-INVENTIONS Rt

bectwn ,400 Oovered m/uentwfns

Section 400 provides that subchapter III apphes to all federa,lly-
owned patent Fights, including licénses or sublicenses granted or re-
quired to be granted by the Grovernment under section 387, upon or
after exercise of the march-in provisions. However it does not apply
to licenses estabhshed by the other sections of subchapter I :

hof ection W1.E mcluswe or mrtzally emaluswc licenses

Section 401 sets out terms and conditions under ‘which a- Federai
agency may grant an exclusive or partially exclusive license..

Subsection (a) provides that an exclusive or partmllv excluswe
domestic license not automatically granted under section 384 may be
granted only after public' notice and opportunity for filing written ob-
jections and only ifthe respons1ble agency deteimines that such licens:
ing is necessary to achieve practical application of the invention and
that the scope of propo&ed excluSWItv 1s. not greater than I aso"ably
necessary. -

Subsection (b} provides that an’ excluswe or, partlally exc]uswe
foreign license may.be granted only after public notice and opportunity
for filing written. objections. and after a determination, whether the
interests of the Government or of United States 1ndustry in. fore1gn
commerce will be enhanced. .

Subsection (¢) prohibits the grantmg of a hcense under thls sectmn
if the responsible agency determines that the grant would create or
mmntam a situation inconsistent' Syith: the antitrust laws. G

-Subsection (d) requires Federal agencies to maintain pubhcly a.vall-
able, periodically updated vecords:of- then‘ determmatlons to grant ,
exclusive or partmliy exclusnre licetises; ' :

Section 408: Minimum, Government mghts
Section 402 sets forth the minimum rlghts the Government is. to have
in every exclusive or partmlly exclusive license :

(1) The rlght to require from the licensee. Wntten reports .on

.. the use:of the invention;... -
L2 AL royalty free, Worldw1de rlght to practlce the mventmn
; ‘or have it practiced for the Government ; and. .

(8).. The right to license State and Iocal o pra,ctlce the inven-
tion or have it practxced for them if the: agency .determines that
reservation of this right. Would serve t.he na,tlona.l 1nterest

Seatwn_wé’ March-inmights .+ o1 s i i
Section 408 sets forth the basis'on Whlch the Govemment may ter-
minate an exclusive or partially exclusive license,’ - >
Subsection (a) sets forth the.grounds for such termmatm !

(1) If the licensee has not taken and is not expec bo take

timely and effective action to achieve practlcal apXIf(;,t n of the
* invention in the: ﬁelds of use: aﬁected




(2) If necessaryto protect national security;

_ +(3) If necessary to meet requlrements for pubhc use speclﬁed
L by Federal regulation; -

(), Contmua,tlon of hcensees rlghts in the invention would
create or malntaln & s.rtuatlon mcons,rstent Wlth the antltrust laws
PETICE ¢) W

(5) If the. hcensee has falled to comply Wlﬂ'l the terms o:E the
hcense N

" Subgection. (b) permlts the respon31b1e agency to exercise 1ts march—
in rights either-on its own 1n1t1at1ve or 1n response to & petltlon from

an. mterested person. - o _ i

Séetion 404 Regulatwm

Section 404 makes the Office of . Federal Procurement _‘Pohcy Te-
sponsible for directing the issuance of regulations specxfymg the
terms and:-conditions upon - which federally-owned patent * “rights
may be. licensed. Agencies-are permitted to. deviate frori-such regu-
lations: on -a. class basm ‘unless prohibited: by ‘the. Ofﬁce of Federal
Procurement Pohcy o

e bUBOHAP’I‘EI{ IV—MISCELL ANDOUS

 Section 405, Pm‘ent enforoement suits and;right of interyent:

Subsection 405(a) p10v1des for enforcernent: of :an: exclusive Jicense
under the chapter by an exclusive licensee without the necessity:of
joining the United States or any other. exclusive licensee: as a: paity.
However, the Attorney: General and the agency:that granted the license
~must be given prempt notice of the:suit and served coples of papers as
though they were parties to the suit, :

- Subsection . (b)- reoI!ulres the responsible agency to notlfy all of its
wexclusive licensees of any suit by an excluswe hcensce, the. Govern~
ment; or :another person.. - it ‘ S

Section J06. Basckgrmmd rights

Sectlon 406 specifies that nothing’ contamed in this. chapter W111 be .
construed to deprive the owner of : any background patent or of. rlghts
- under such a patent. :

Section 4j07. N otige, hemng, and gudamal roview ,

- Subsection (a):requires that agency: determmatlons under wections
382, 387 (a) .and 387(c), and 403, must have written: reasons and: be
' preoeded by public:notice-and.an opportumty for a-héaring'inwhich
the United.. qtates, an}r agency, :*and anv 1nterested person may
participate. ..

Subsection (b) perm1ts the Umted States or any adversely aﬁ'ected
gartlclpant to appeal a subsection (a) determination to.the United

tates Court of Customs and Patent, Appeals within su:ty days after
it is issued. The Court of Customs and Patent Appeals is given ex-
clisive jurisdiction to  determine the matter de "DOVO, aﬂirmmg,
reversing; or modifying:the agency determmatlon : :

" Section 408. Relationship to other laws

Section 408 is intended to remove any implication that the act
Section 408 is intended to remove any 1mp11cat10n that the act
. provides 1mmumty from the antitrust laws.




Seatwn 409. Authority.of Hederal agencies. ; v
Subsections .(a},. (b), (e); {d), (e), and (f) forth the authorlty
of Federal agencles to protect patent rights:at'home and abroad in—
“anyinvention .in which the Govertiment has ‘an'interest in order
to promote the use: of inventions-having: szgmﬁea,nt ‘conimerecial po-
tential or otherwise advance the national nterest”—to license’fed-
erally-owned - patent: rights; to ‘transfer patent rights to and accept
transfers of patent rights from other agencies without regard to the
property ‘transfer :procedures required py the: Federal Property and
Adminigtrative Services: Act- of 1949: (40 U.8.C. 471); to withhold
publication or releage of information disclosing -any- ‘invention long
enough for patent applications to be filed; to promote the licensing
of federally-owned patent rights; and to enter into contraets to ac-
lish the purpose of this section..

Sect on 41t ;Respombdztzes of the /S’ecretary of. Oammeme

+Section 410 provides:authority for the: Department. of Commerce to
a.ssmt other -Federal' agencies admmlster the hcensmg of federally—
owned inventions.

Paragraph (a) (1) authorizes the Secretary to consult with the
Federal agencies about:areas of: science*and ‘technology with com-
mercial potential.

Paragraph ‘() (2)° authomzes ‘the” Secretary ‘of Commeree to
coordinatea proaramr to- help agencles ca,rry eut. their authorltles under
gection 409, i :

Para, raph (a) (3)"-author1zes the Secretary to eva,luate 1nvent10ns
referreg to’it by Federal agencies in order to 1dent1fy those mventmns
with the greatest commercial potential. *- -

Paragraph (a) (4) authorizes the Secretary to: asmst the Federal
agencies in seeking and maintaining patent protectmn in any country,
including the payment of fees and costs.

Paragraph (a,) (5) authorizes the Secretery to develop and manage.
a government-wide program, with private “sector. participation, to
stimulate transfer to the private sector of potentially valuable
federally-owned technology through the dlssemmatlon of 1nformat10n
about the technology.

Paragraph (a)(6) authorizes the Secretary to pubhsh notlees of
all federally-owned patent. I‘lg‘htS available for licensing.

Paragraph (a). (7). requires the. Secretary, geven years after the date
of enactment-of; the Act, to report oniits ioperation to:the Congress.

Subsection:(b) - authorlzes the: appropriation . to: the. Secretary of
Commerce of such gums as:thereafter may: be: ecessary to. enable the
Secretary to carry out respons1b111t1es under th1s sectlon SR
Seatzmﬂ] Deﬁm#wns HLNE A ety L '

‘Section 411 sets out, the deﬁnltlons for purposes of the Act for the
terms “Agency,” “Responsible agencv ? “antitrust laws,” “contract,”
“contractor,”_“FederaI employee,” “invention,” “ma.de ” “nonprofit,
organization,” “patent r1ghts.”._ “practlcal apphcatmn,” “small busi-
ness,” “state,” “local,” and’ “W11 N




BECTION - 7

‘Section 7-amends or repeals parts of other acts as necessary to imple-
ment the provisions of new chapter 38 of tltle 85, Unlted States Code
Actsamended.or repealed in part are:s oo _

Title 7, U.S.C. 4271} vt
Title 7 U.8.C. 1624(&)
The Federal Coal Mine Health and Safety Act of 1969.
The National Traffic and Motor Vehicle Safety Act of 1966
The National Science Foundation'Act 0f 1950, o
The Atomic Energy Aet of 1954, © -
The National Aeronautics and Space Act of 1958
The Coal Research and Development Act of 1960.
The Helium Act Amendments of 1960,

 The Arms Control and Disarmameént Act of 1961.

. The Appalachian Regional Development Act of 1965, :
The Federal Nonnuclear Energy Research. and Development

Actof 1974,
The Tennessee Valley Authority Act of 1933.
The Consumer Product Safety Act.

. Title 30, U.8.C. 823. .

" Thé Resotrees Conservation and Recovery Actof 1976, ..

. .. The:Electric and Hybrid Vehicle Research, Development "‘and
__-.V\Demonstratmn Actofiore. o . B
" “ Public Law 95-39. - ' ‘ e
- The Water Resea.rch a.nd Development Act of 1978.

SECTION 8

Sectmn 8 prowdes for eﬂ'ectwe date of the b1ll’s pr0v1s1one ‘

- Subsection: 8(a): specifies: seetions 2, 4, and W1ll take eﬁ‘ect on
enactment.

Subsection 8(b) provides that section 1 ‘Wlll take eﬂ'eet on: the ﬁrst
day of the seventh day after enactment and Wlll apply to patents then
in force or issued thereafter.

Subsection 8(c) provides that section 3 will take-effect on the first
day of the first fiscal year beginning one calendar year after enactment,
However, until that section takes effect, the ‘Secretary, in order to pay
the cost of reexamination proceedmgs may credit the Patent and
Trademark Office Approprla.tmn Aecount Wlth the revenues from col— .
lected reexamination fees:

Subsection S(d) contmues ex1st1ng fees untll new fees -are
established.

Subsection 8(e) prowdes that ‘maintenance fees shell not be a‘p-
_phcable to patents appl_;ed for prior to the date of enactment of the
Act.

Subsectmn 8( f) prov1des that sectmns 6 and 7 of the b1ll Wﬂl take
effect on the first day of the seventh month after its enactment al-
though 1mplement1ng regulatlons ma,y be 1ssued earl:ler I




SEGTION’ =0

Section 9 requires.the Commlssmner of Patents and Trademarks: to
report to-Congress, within two years after the effective: date! of the
Act, on a plan for computerized: data and ;retrle,val systems for the
operatlon of the Patent and Trademark Offict g '

SEGTION 1 0

Suhsectmn IO(a, adds a deﬁ_m_tlon ot “uomputer progra,m” to sec-
tion 101 of Title 17, United States.Code. ..
Subsection 10 (b) amends section 117 of Tltle 17 Umted States Code

in regard to copyrights on computer progr

Cost ESTIMATE.OF TI-IE CONGRESSIONAL BUDGET OZE‘FIGE

The. cost est1mate prepa,red by the Congressmnal Budget Oﬁice is
containied in the followmg 1ette1' from its Director: " -

o Washmgton DC’ Septembe
Hon, JACK BROOKS, P
Chatrman,” Committes on G’ovemment 0pemtwm, U House of
Regwesenmtwes, Bayburn House Office’ Buildin
D

Dear Mr. CHAIRMAN : 'Pursua,nt to Sectlon 403 of the Congressmna,l
Budget Act of 1974, the Congressional Budget Office has prepared the
attached cost est1mate for H R. 6933 a bill to amend the patent and
trademark lavws.:

:Shotild the commlttee 50 desn"e WE: Would be plea.sed to- prow.de fur-
ther deta,ﬂs on this est1ma,te

Smce.rely '

ALIGE M RIVL!;N, Dwectoaﬂ

COLGRF‘%'-*-IO‘\’ AL BUDGET OFFICE COST ESTMATE i '

SEPTEMBER 23 1980

1 B11] numbel HR 6933. : L

-3, Bill title: A bill to amend the patent and trademark la,ws e

3. Bill status: As ordered reported by the House Oommlttee on: Gov—
ernment: Operations on September 23, 1980,

4, Bill purpose : This bill would establish a new fee structure w1th1n
the Patent and Trademark Office (PTQ), provide for a system of ad-
minigtrative: reexammatlons and create a uniform government, policy
regarding patent rights. The PTO would also be requlred to 1mple-
ment; 2. computerized data and retrieval system. In addition, HLR.
8933 would, repeal section 117 of the 1976 Copymght Act to clamfy
copyright laws regarding computer programs.

5. Cost estimate: The tableli)elow reflects the biidget 1mpact Tesult-
ing from a change proposed by H.R. 6933 in the classification of the
fees received by the PTO.



