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" 96um Covonuss ) HOUSE OF REPRRSENTATIVES { " Reer.96-
ﬂd Session. - ‘ 1307 Part2

SEPTEMBER 23, 1980. —Gommltted to the Comlmttee of the “Whole House on the '
State of the Union and ordered to.be printed

Mr Bm)oxs, from the Commltte on . Govermnentf_'()pera,tmn
: submltted the ol wing ' :

'?RE ORTLL“
together w1th o i
ADDITIONAL VIEWS CLA e s

_ [To accompanyHR 6933] e I
[Iucludmg co estlmate of the Gongressmn ] Budget Ofﬁce} E

The Commlttee on Government‘ Operatmns, to Whom wag re:lferred’
the bill (H.R. 6933) entitled “To*amend the patent and- trademark
laws;? “having: congidered the sime, report favorably thereon ‘Wlth
amendments and recommend that the bill'as amended do’ pas :

The amendments (stated in terms of the page ‘and line’ numbers’ oi:
the bill as reported by the Committee on the J udiciary) are as follows:

Page 43, line 18, strike out “six months of” and insert inlien thereof
Ene 2 on page 46 and redem%nate the succeeding ‘section ‘accordingly.

Page 43, line 18, strike out six months of” an ingert in lieu thereof
“two years after”.

Page 43, line 17, strlke, out “ (a) ” and.on page 44, beginning on line
4, strike out all of gubsection (b) through line 9. ..

" Page 44, beginning on line 10, strike out all of section 11 through
hne 2 on page 46 and redemgnate the succeeding section a,ccordmgly

J‘URISDICTION UNDER SEQUENTIAL REFERRAL '

H R 6933 was reported to the House by the Commlttee on the Judi-
ciary on Septeriber 9, 1980. It was then. sequentially referred to the
Corimittée on Government Operatlons 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 matters involving reorganizations in the executive branch. The -
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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 snd -
depth of its study and adequate treatment could not bé given to the
extensive changes in.patent policy proposed. in this legislation. These
changes and the purported justification for them deserve full consider-
ation. :

It 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 invertions
developed during the course of or under Government contracts and
related matters, and those sections dealing with the reorganization or
transfer of individual units of Government.

t X PLANATION: OF “AMENDMENTS

The first amendment delétes from 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 Office, and the Copyright Royalty Tribunal. The Patent
and Trademark Office 15 located n 't%e" Department 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
recommendations on the desitabilityof merging the Copyright Office
and the Copyright Royalty Tribunal with the Patent and Trademark
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The second amendment, alters Section 10(a} of the bill, which re-
quires the Commissioner 6f Patents and Trademarks to report to Con-
gress withinsix:morths: after enactment & plan’to computerize the
data in the Trademark Office. The committee amendment would permit
the Commissioner to have two years tomake theireport, ;..o v 50

~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 being made in.implement-
ing. computer .technology in the . Patent and Trademark :Office. =
.. The fourth amendment deletes Section 11 of.the bill,.which removes
the Patent: and Trademark Office from the Department.of Commerce
and sets it up as an.independent agency. .. ... T oo o
T SUMMARY AND PURPOSE e

“H.R. 6933, as teported by. the Judiciary Committee, revises the pa-
tent and trademark lawsto provide for various changes in procedure
in‘the Patent and Trademark Office in the Department of Commerée ;
establishes'a new uniform Government-wide 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 Federally-owned inventions, The bill repeals a num- -




T

ber of congressional ena.ctments relating , to: patents .for individual
programs or agencies, It also.called for certain studies and reports. and.
would remove the Patent and Trademark Office: from the Depa,rtment
of Commerce and set it up as an independent ageney. . . .
- The Committee on Government Operations does not agree Wlth those
provisions of the bill which would remove the Patent, Office from Com-.
merce; or require the Comptroller to make a study.of the possibility of.
mer: gmg 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 provision to-require the Com-,
missiener of Patents to report within a period of six months on a plan
to.computerize data in the Patent Office. The committee recommends
. thet 8 pemod of two years be ¢ glven for such areport..

COMMI".I‘TEE A.GTION AND Vore |, -

The Comm1ttee on Government Operatlons at a duly called meetmg/
on, September. 23, ordered reported H.R. 6933 with amendments by a
vote of 32ayes and 0 nocs. . o

HEarives

Hearings on ILR, 6933 were held by the Subcommlttee on Legisla-
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 I Williams, Administrator for Federal Procurement Policy,
Office.of Management and Budget; and Ky P. Ewing, Deputy Assist-
ant Attorney General, Antitrust Division, Department of Justice.

: Differing views: Were presented by these witnesses, all of whom were
hlgh ranking and responsible officials of the G‘rovernment Their testl—
momes ra.lsed questmns whmh merlt careful study lby the Congress

DISGUSSION

The Com_m1ttee on Grovernment Operatmns recogmzes the neee551ty
" of making improvements in the operation of the Paitent and Trade-
mark Office. The issuing of patents is an important part of our ‘efforts
to keep America in 2 position of teehnologlcal leadership, Every effort
Shoulc{) be made to encourage our inventors and creators to develop
innovative products. Many eomplamts have beén 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 appl" 18
not. yet acted upon. e

. The :Committes, however, does not feel that all of the roposels'
made in. the, leglsla.tlon are needed in’ the manner; presente In fact,
some may.be counterproductlve : L , L

.. COPYRIGHT- OFFIGE s'rm)r B

One proposal in the original bill calls for a study by the Comptroller
Gteneral analyzing the efficiency of the Patent and Trademark Office,
the Oopyrlght Office, and the opymght Royalty Tribunal. It seems to



us that'siich a'stidy of the Patent Office is unnecessary. Its deficiencies’
are well known! The suggested study of the Copyright Office and the.
Copyright  Royalty Titbunal: seemed - directed toward: the possible
merger of these two offices with the Patent Office. During our subcom-
mittee hearings; we heard. testimony from the Librarian of Congress,
who supervises'the work of the Copyright Office, Tt was his testimony:
that the Office'had recently undergone an investigation by the House:
Cominittés on Approprigtions and had been subjeet to an internal audit:
by the Library of Congress withinthe past year. A:number of changes:
in its opérations have been brought about and that Office is now oper-
ating under a new copyright law which became effective in 1978-and a
new Register of -Oopyrig%ts 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 no 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. i s B
., PATENT OFFICE REORGANIZATION , .-

"“The bill as reported by the Judiciary Committee woilld remove the
Patent Office from the Departiment of Commerce, where it las been
located for mdny years, and establish it as an independent agency.
This proposal is apparently based on the assumption that the Patent
Office would function more efficiently and be able to claim greater:.re-
sources as an‘independent agéncy. The committee éxplored this matter
at some length and heard testimony from the Secretary of Commerce:
Secretary Klutznick, spesking for the Administration, strongly op-
posed the removal of the agency from the Department. He cited 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. '%he Sec-
retary ‘said; “IUnder this Administration, the budget of the PTO has
in¢reased at a faster rate than that of the Commerce Department as a
whole.” He said that in the fiseal year 1981 budget, made at a time of
severe budgetary constraint, a $6,300,000 increase in the PTO appro-
priation was requested. He also stated that the fee provisions contained
in' thiglegislation aré 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 PTO’s
operating expenses. = . . | : RS R R SO
“Ttis expected that if an independent Patent Office were eéstablished

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 a very costly opera-
tion. Furthermore, taking the Patent Office 6ut 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 just as well be done within the Department of Commerce.
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As experience: has shown, any reorganization requires a temporary
slowdown in operations.and procedures until ths.new organization has
been put.into effect. There is no way to estimate how long such a slow-
down could take. .. . o a L TV

An independent PTO will not necessarily in itself bring about an
inerease in the number of patent examiners nor:in the amount of
funding awvailable 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 provision in the bill mak-
ing the Patent and Trademark Office an independent agency be deleted
and the: Office remain in the Department of Commere e

.- /DEVELOPMENT: OF A 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 retriéval system. The committee believes such a system is
essential if the Patent Office is to effectively fulfill its respongibilities
under this legislation. =~ - ' T T e e e
- In 1978, the Committee on Government Operations conducted a re-
- view of the Patent Office’s management and use of computer resources,
i~ That study revealed that the Patent Office had failed to apply modern

technology to its operations and that serious technical and operating
problems continued to plague the agency. Deficiencies were especially
~apparent in the Patent Office project to develop a computerized data
and retrieval system. co '
... In the mid-1960%, the Patent Office prepared a plan to have.delivered
a computerized system which would electronically prepare patents for
printing and.which -would prepare a data base of approved patents
which ultimately would be retrievable for patent searches. ™~
In, order to. implement the Patent Office’s plan, a, contract was
awarded to International Computaprint Corporation (ICC) in April
‘of. 1970 for, one year, with two one-year options, at a cost.of $10,053;
T66.71 per year.. - . 0 IO o e e
Although the plan called for the Patént Office both to assume oper-
ation of the work performed by the contractor and to develop a re-
trieval .system . for  patent searches, the Patent Office failed to do
either. By 1978, the Patent Office had contracted with ICC for over
seven years and during this.period had granted the contractor nine
extensions on a noncompetitive, sole-source basis. Overall, the Patent
Office has paid.this contractor in excess of $32 million even though the
data base, &g required under the original contract, is incomplete. In
wddition, the Patent Office’s ill-fated attempts to develop a. retrieval
System hascostmillons, . o oo o
"~ 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 Oﬁice’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 (¢) the extent to
which the actions of the Patent Office and Commerce Department have

beeii legal and proper, . -
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“The' committee: beheves ‘it is essential :for the ‘Patent Office to con-
duct a thorough review of its. ADP management to insure that the
deficiencies illustrated by its ill-fated data base ‘and retrieval project
have beert corrected. Such a study should be conducted and the prob-
lems resolved before any new eﬁort to develop 2 oomputer system is
1n1t1ated

“Itis the" comm1ttee s view, however, that a s1x~month t1meframe s
too short for adequate and comprehensive congideration and develop-
ment O:E such a- system: In’ order to'insure that the system which ispro-
posed is adequate to'the needs of PTO and s efficient and-economical
as possible, the cotinittée has extended the time for this report to be
submitted to Congress to two years.

H:R." 6933, as'reported by the Committée on the Judiciary, also
required the COmmlssmner .o report to the Congress every six months
on the progress being' made 1 implementing a program of c()mputer
teehnology In the interest of curtailing burdensome reporting re-
quirements that are of limited use, the Committée on Government
Operations has removed this reportmg requirement. The committee
believes that the same purpose should be served through the oversight
process of committees of Congress havmg ]ul‘lSdlctIOIl over the Patent
and Tradema,rk Office. . .. .. : ; LT

SEGTION-BY-SEGTION A.NALYSIS

" SEOTIONE 1-5 2

Sectlon 1 'of the ‘bill adds seven fhew sectlons to the patent laws to
establish ‘a patent reexamination system. These seven ‘nevw sections
would constitute' Chapter 30 of Title 35 ‘of the Uhnited States Code.”

Section 2 of the bill would restructure and modermze Section 41 of
Title 35 of the U’nlted States Code, the bas'“_ 'f !
patent laws., - o

Section 3 0f the bill” Would amend Rection’ 41° of Tltle 35 of- the
United States Code to provide for the crediting of fee Teventie- to the
Patent and Trademarks ‘Otffice Appropnatlen deount.® -

Section 4 of the bill is a technical amendmeént’ to Section 154 of the
patent law necessitated by creation of the mainfenance ‘fee system,

Section 5 of the bill amends Section 31 'of the Trademark Act of
1946, as amended (15 U.S.C. 1113) to modernlze the tredemark fee
system.. .

yInesn:mch ag these provisions are not w1th1n ‘the’ ]urlsdlctmn of the

Governinent Operations Corimittes, the reported bill makes no
changes in sections 1 through 5 of H. R. 6933 as reported by the Com-
mittee on the J. udmlary (See House Report 96—1307 Part T, for ex-
plana.tmn ) . Ui

ICTION .

ection 6 of the bill' amends 'I‘1t1e 35 of the Umted States Code by
addlng after eha,pter 37'a neW Cha,pter 38, the Government: Patent
Poli¢y Aet of 1980 ) LT S

Section 381.: thle T o IR S
Section 381 prov1des for the chapter to be lmown as the Govemment _
Patent Pohey Act of 1980.




B'UBCHAPTER I—CONTRACT INVENTIONS

;S‘ectwn 5’82 Uontmot menmm repoa*tmg -

. Section: 382  definies: “contract inventions®- and sets forth a con-
tractor s responsibility with-regard to a:contract' invention.

7 Subsection (a) defines: “contract inventiong” as “mventlons made
m the course of or under Federal contracts,” ..+~

:-Subsection-(b). requires that all contra,ctors prov1de the respons1-
‘ble Federdl “agency with. timely - reports -on- each. contract . invention
containing sufficient. technical information to inform the Government
as to the nature of the invention and a list of each country, if any, in
‘which the contractor elects to file a.patént application. "

. The Government . is.prohibited from: publishing or releasmg these
reports until the earlier of one year from receipt of the invention
disclosure: ot the contractor has had a reasonable time to file.a: ‘patent
application ; the .Government also must w1thhold such mformatlon
from other records or reports. Pt

- Subsection- (e¢) provides that, the respon51ble a,gency may deprlve a
contractor wha unreasonably fails to file the reports required by sub-
section (b) of any or all of the rights it otherwise would have under
subchapter I pertaining tothe contract invention for Whlch such report
‘has been unreasonably Wlthheld S

Sectwn. 388 Alloaatwﬂ of mghts—-small b@mnesses mnd ﬂanpmﬁt
¢ organizotions::

Subsectwn {a) prowdes for the acqulsltmn of tltle to contract ifven-
tions by contractors which ave either a small business or a nonprofit

~organization. They would acquire title in each country. listed under
section (b)(2) of section 882.in. which they filed a patent application
within a rea.sonable time; their tltle would be subject to the (Govern- -
ment’s minimum rights under section 386 and to march-in rlghts under
section 887. -

Subsection, (b) provides for a,cqulsltlon of tltle to contmct 1nven~
tions.hy the Government n each country in. which a.small. business or
nonprofit organization elects n t to ﬁle 2 patent appllcatlon or falls to
file within a reasonable time.

Sectzcm 384. Allor’mfzm of mgkt _other oontmctom -

Subsection (a) prowdes that.a contractor.that is not a small busmess
or nonprofit organization will have four and one-half years from the
filing of an invention report under section 882 (b) to select one or more
fields of use which it intends to commercialize or otherwise achieve
public use under an exclusive. license, ‘During the four and one-half
year period the contractor will have tem%?rary title to the invention,
gubject to the Government’s right under the Act..

Subsectlon (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 reasona,ble time. The contractor’s license
1s subject to the Government’s minimum rights under sectlon 386 and
march-in rights under section 387,

Subsectlon (c) provides that the contractor Wlll automatmallv ac-
quire an exclusive license for each deseribed field of use by operation
of law ninety days after providing the responsible agency with the
. field of-use report requlred by subsection (2) of section 384 unless the
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agency earlier notifies the contractor of a contrary determination under
subsection (d) of this section with respect to such field of use.

Subsection (d) sets forth:thié basis for an agency determination that
-a- contractor will-not: receive an exclusive license. 1n a selécted. field of
use; if the responsible.agency determinesthat the contractor’s posses-
sion ‘of such license: (1) would impair national security ; or. (2)- Wou_ld
oreete or maintain a situation inconsistent with the antitrust laws.

Subsection (e) provides that, whenever an’agency ‘determines: tha,t
% contractor will not receive an excluswe license in:any-field of use; it
‘must include in its determination written reasons; and ‘that*the con-
tractor hag the right of appeal denovo'to the United States Court of
Customs and Paterit Appeals within sixty daysafter the determination
is issuedi The Court of Customs'and Patent Appealsis given exclusive
jurisdiction’ to ‘affirm; reverse, or modify the agency determination.
‘Specifically included-is the authorlty for the ¢ourt to order the respon-
sible agency to issue an’ exclusive license to the contractor. ' * :

Subsection (f) permits the contractor to obtaintitle'to ahy: eon-
tract invention in dny foreign country in which'the centractor agrees
to-file’ o patent: application, “unless the. responsible agency determines
‘that the national mterest wounld be affected adversely, which should
1iot oecur except in extraordmary cifevmstances: However, title will
be subject to the Government mimimum #ights under section 386 and
‘march-in rights:under-section.387. :Xf: the. contractor. does not. file'a
patent application within a reasonable time, then the. Government may '
_acquire title to patents.on the. eontract invention,.. .

‘Sectwn 385 Contractor’ Zweme

“ Subséction 385 automatlcally gr&nt' nonexcluswe, royalty free
hcense to ‘each’ contractor’ complvmw Wrth subsection "(b) of section
382 to ‘practice the’ contract invention®in all countries in which it
‘neither” receives title undér subséction (a) of sectioni ‘383 nor has an
exclusive license under subsection (b) of section 884, This nonexclu-
sive contractor license may be’ revoked ‘by’ the’Governiiient only to
‘the extent necessary to grant an _CIus1ve license under subohapter III

Seciion 356. Minimum Goveriment r mghts

Subsection (a) sets forth the minjmum rlghts the Government has
in every contract 1nventlon, unless waived under the euthorlty of
"sectlon 388. These minimum rightsare ;
' (1) The rlght to require from

' on ‘the use of the invention if patent
S (2) A royalty- froe worldwide license t;o practlee the 1nvent10n
7 or have it practiced for the Government; and -
"7 (3) The right to. license.or sublicense state and local govern-
__ments to practice the invention or have it practiced for ‘them, if
" the agency determines at the time of contracting that acqulsltlon
~“of this Fight would serve thé national interest.” =

Subseetmn (b) requires that whenever the Government has rights
in’ a contract’ invention, notice to that effect shall be ‘ineluded in
each Umte(i States patent a.ppheatmn and petent on the 1nvent10n

contractor ertten reports
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: Section 387: M archin pights:

 Section 387 sets forth the baels on- whlch the Government may ter-
_minate the contractor’s title or exclusive rights with respect to’ one

- or more fields of use in any patent on a contract invention; may require

_ the contractor to grant appropriate license or sublicense- to responsible
: epphcants .or, if necessery, may grant such hcenses or. subheenses
Citself. . T
_ Subseetlon (a)- sets forth the grounds for exerelse of ma,rch-m
rxghts :

(1) If the eontraetor has not taken and 18, not expected to ta.kes
tlmely and effective action to achieve practical applieation.of: the, _
invention in one or more of the fields of use seleebed

(2) If necessary to protect the national security ;... .

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

(4) If continuation of.the. contractor s rrghts Any the mventmn
would create or maintain a situation inconsistent:with: the-anti-
. trust laws; or

(5) 1f the contractor has failed to. eompl;r Wlth the reportmg
requirements of this Act with respect to such mventlon o

" Subsection (b) permits the responsible’agency t5 exercise its mareh-
in rights either on its own initiative or in’ response to & pet.1t10n from

* an‘interestéd person justifying suchiagtion. : :
Subsection (¢} enables an agency to 'specify’ rea,soneble llcensmg

. terms whenever, in exercise-of 1ts ' march-in' rlghts, qt requlres a eon--,

tractor to grant 2 heense onsubllcence : e :

Sectlon 388 permlts Federal agenmes, to’ further an ageney ’s mls-
sion and the public interest, to deviate from any standard patent rights
~ clause issued under seetlon 390 acqulr fg more'or erwer rlghts to.a
. contritct invention, X

‘Subsection (a) ‘authorizes ‘deviations either on a class bams in-ae-
cordance with regulations to be issued under section 390, or, ‘unless
prohibited by those regulations, under regulations issued by an agency
itself. Case-by-case deviations are permitted when suthorized by the
head of an agency ora de51gnee, and described in the Federal Register,

Subsection (b} forbids waiver under any circimstances of the na-,
tional Security and antitrust march-in rlghts reserved by sect1ons'
- 887(a)(2), 38?(&) (4 and 387 (c)." '

Subsection (c) allows waiver of rights. reserved by sectlons 384(&)
and 887 (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, facilities, or eq pment or
(2) in contracts with a contractor whose partlelpatlon S neeessary for
the successful accomplishment of an agency mission and such. co
cannot be obtained under the standard patent rights clause . j‘ L

Sectw'n. 289. Tmns fe'r of mghts to contractor emp Zoyees

. Section 389 authorizes a’ contractor’s employee-inventor to Tecéive:
some or all of the contractor s r1ghts to a: eontract 1nvent10n 1f the
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respons:ble agency and the contractor approve. The: corresponding
obligations of the contractor under. subehepter I then become the ob-
ligations of the employee. . :

Seatw% 390. Regulatwns and. étwmiard pa,te%t mghts clawe

' Subsection 890(a) requires the Office of Federal Procurement Pohcy'
to direct ‘the issuance of regulations implementing subchapter T, in-
cludmg the establishment of a standard patent rights clause or clatses:

‘Subsections (b), (c) and (&) require a shating of the royalties and/
or revenues with the Government to pay the Government for Fed-
eral’ funding of: research 'and- development. Regulations to be devel
opediay perm1t Wa.lver of sorne or” all of thle pa.yment a :

T8 A

SU‘BCHA]‘:"I"ER II—INVENTIONS or I‘EDERAL EMPLOYEES o

Seetwn 307. E'mployees mfventwm

- :Section 391 deﬁnes “employees 1nvent10ns” as mventmns made by
Federai employees. ot ¢ e 3

Sectwn 392, Reportmg of inventions, AR :
Seetmn 392(a) eqiures that a. Federal employee report to the em-
}i‘oyee ’s agency all inventions made while an employee of that agency.
he Government is. prohlblted from pubhshmg or releasing these re-
gorts until ‘the earlier of one. year after their recelpt or the fma,l
lispositien of rightsunder this subchapter , e :

Section393. Oriteria for the allocations of mghi’.'s

Section 393 establishes the criteria for allocatlon of mventlon r1ghts
between the Government and its employee-inventor..Basically, the al-. -
loeation depends upon,the relationship.of the invention.to.the em-
ployee’s work and the use of Governinent resources. -

Paragraph (1). prowdes for Government acquisitioh'of alI inven-
tion rights if the invention bears'a direct relation to the duties of the
employee-inventor or was, made..in consequence of the employee s
emﬁloyment e o aiess Tovse - .

aragraph” (2) yvides that, 'e'e the 1nvent10n nelther beers a
direct relation to the' ployee’s duties nor was made in consequence
of the employee s émployment, but was made with a contribution of
Tederal resources, the employee may receive all rights in the invention
subject to a nonexclusive royalty-free worldwide license to the Gov-
ernment to pra.ctlce the invention or have it practiced for the Govern-
ment as, well as to sublicense State, local, or foreign governments if
acqulsltlon of this right would serve the national interest.
ph (8). permits the Government, to waive to, the employee
ity rlght der paragraph (1) of this section, subject to the Govern-
ment license described in. pa,rawraph (2) of this sectlon, if the’ agency
finds nsufficient interest, in the invention to warrant exerelsmg the
Government’s rights. - :

Paragraph '(4) requlres the Government to a,cqulre all rlghts in any
invention if the national security might be impaired should the em-
ployee-inventor receive rights to it; notw1thstand1ng the prowsmns of '
paragraphs (2) or (3) of this section, -~

Paragraph (5) entitles an employee—mventor to alI rights in an m— ‘
vention made by the employee not covered by paragraphs (1), (2),0or
(3) of th;s seetion.
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~Paragraph (6) permits the Government to enter’into agreements
allocatmg rights in inventions resulting from resésrch and develop~
. ment-to which other parties have contrlbuted substantmlly, notw1th—
- standing paragraph (1) of thissection::
Section 394. Presumptions
Section 894 establishes rebuttable presumptlons ‘for the a.pphcatlon
- of the criteria set forth in section 393. ...
Subsection. (a) sets out employee. dut1es whlch eetabhsh a rebutta—
- ble presumption that an invention falls. w1thm the cmterla. of_-para-
gra h (1) of section 893. . :
ubsection (b) establishes a rebuttable presumptlon that an mven—
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 émployee title to'an employee -11~
vention subject to certa,m hcenee I‘lghts inthe Government

Section 395. Review of agency de termmatwns

‘Section. 395 provides for the review of Federal egenev determma.—
tions rega.rdmw the respective rights of the Government and a Federal
employee -invefitor in situations in which the agency determines not
to acquire. all rlghts in an invention or where an aggrieved employee-
. inventor requests review, The review. is to: be. conducted aceording to
. regulations issued under section 399. ,

Section 396, Reassigrnment.of rights

Section 396 establishes & right in the Gevernment to ad]ust"the
11ghts acquired from a Federal employee:iriventor or the basis of
evidence that the granting of greater rights to the emplo_“) ee- 1nvent01'
is necessary to correct an mequltable allocatlon of rlghts

Section 397, Incentive awords program..

Subsection (a). provides. Federal agencies the right to estabhsh an
incentive awards program which is intended. to monetarily recognize
Federal employee-inventors, stimulate innovative creativeness, and en-
courage disclosures of 1nvent10ns which. in turn will enhance the Pos.
sibility of utilization through the Federel heensmg program
esta.bhshed under subchapter 111,

‘ Subsection (b) sets forth the ériteria for making an avward,

Subsections (¢), (d),'and (e) estebhsh the proeedures for making
awards of different amounts. =

Subsection (f} provides that. aeceptance of a cash réward constitutes
an agreement by the emp]ovee—mventor 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 neture ewamst the Government bv the
receipt; his heirs, or assigns.

Subsection (g) requires that an' awerd should be pald from the fund
or appropriation of the agency primarily benefitting. o :

Section 398. Income sharing from. patmt licensés -

Section 398 authorizes Federal agencies'to share income from 11eens—
ing the Govérnment’s patent rlghts Wlth the employee inventor.

Sectzon 299. Regulations "

Subseetlon (a) makes the Secreterv of Commerce responmble for
o 1ssu1ng regulatlons to implement subchapter YL,
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-Subsection - (b)-provides that detelmlnatlon concerning a Federal
(,mployee s promotion of the employee’s invention is subject 1o regula- -
tions fo be prescribed by the Secretary of Commerce with the concur-
rence of the Office of Government Ethics and the A.ttorney General

. SU".BCHAP’I‘ER III—LICENSING OI‘ FEDERALLY OWNED INVE‘NTIONS

Sectm 400 C’O'Uerecl mfuenteong TR

“ Settion” 400 provides that subchaptel III applles to all federally- .
owned patent Tiglits, including Ticenses or sublicenses  granted or re-
quired to be granted by the Government under section”387, upon-or
afterefercise of the march-in provisions. However it does not apply
to Ticenses ‘established by the other sections of subchapber I

eetic _401 A mcluswé or pmf'tmlby eaecluswc l?,censes v ‘

" Section 401:sets out terris :and; conditionis. inder whmh a Federal
agency may grant an exclusive or partially exclusive license.. 5

Subsection (a) provides that an eéxclusive or partlally excluswe
domeéstic licénse not automatically granted under section 384 may be
granted only after public notice ani opportumty for ﬁhng ‘written ob-
1ect10ns and only if the responsible agency determines that such li¢éns-
Ing is necessary to achieve practical application of the invention and
that‘the scope of proposed’ exclus1V1ty 1 not greater than rea,sonably
necessary. :

Subsection (b) provides that an' excluswe or- partially exclusive :
foreign licenge 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 Umted States 1ndustry in.foreign
commeree will: be enhanced. . :

Subsection (c) prohibits the grantmg of a Ticense under this sectmn
it the responsible agency determines thatthe grant would create’ or
mamtam a situation inconsistent ‘with the antitrust laws.

~ Subsection (d) requires Federal agencies to maintain publicly avail-
a.ble, periodically- updated records ‘of their determmatmns to grant
exclusive or partla.lly excluswe licenses; -

Section J02. Minimum Government mghts K

Section 402 sets forth the minimum rights the Government is to hswe ‘
in every exclusive or partmlly exclusive license: » -

(1) The rlght to requive from the hoensee Wntten reports on
the ugeof the invention;. :

o . (2) ‘A royalty-free,. WorIdW1de mght. to practlce the mventmn :
.. orhave it practiced for the Government;and - -

:(3). The right, to- license State and. local to pra,ctlce the-inven:
tion or have it practiced for them if the agency determines that
.sreservation of this right would serve the natmnal mterest

Sectwn 403. March-in mghts " ' i
Section 403 sets forth: the basison: Whlch the Govemment ma.y tyer-

minate an exclusive or partially exclusive license.” .
Subsection (a) sets.forth the grounds for- such. termmatmn :

(1) Tf the licensee has not taken and is not expected to. takef
timely and effective action to achieve practlcal app matmn £ the
irivention in thé! ﬁelds ‘of 1se’ aﬁ'ecte Eorer :




{2) Ifnecessary to protect natnonal security; i
(8). If necessary to meet requlrements for pubhe use speclﬁed
y -by Federal. regulationy .. @ -
... (4) Continuation: of. hcensees r1ghts in: the mventlon ‘would
.-, Greate or mamtem 8. sﬂ;ua.tion mconsmtent Wlth the antltrust laws ;
)

" (5) If the heensee hes feﬂed to eomply Wlth the terms of the
hcenSe o
Subseotlon (b). permlts the responmble agency to exercise 1ts merch-
m rights either on its own 1n1t1at1ve or.in response to 8 petltlon from
an interested ‘person. R R PTa : ;

Sect@on .404. Regulatwns SR K P SRR

"Séction 404 ‘males the Ofﬁee of Federal Procurement Pohcy re-
sponsible for directing the issuance of regulations specifying the
terms and ".conditions:: upon - “which federally-owned -patent rights
may- be, licensed.: Agencies:dre permitted. to: deviate from such regu-

lations: on ‘a. clags: basis-unless prohibited: by the Ofﬁee of Federal
Procm ement Pollcy :

: bUBGHAPTER IV—MISCELLANEOUS

Sub&.eetmn 405 {)p1 ov1des for enforcement of an. exclusive lloense
under the chapter by an exclusive licensee without the necessity of
joining the. United. States or-any other exclusive licensee as a party.
However, the Attorney: General and the agency.that granted the license
must. be given prompt notice of the suit. and served CO]I_)IBS of papers as
though they were parties to the suit;, oo

- Subsection.(b) requires the reeponsﬂole egency to not1fy all of its
excluswe licensees ocf1 any suit, by an. excluswe hcensee, the Govern—
ment,. or another person. & .

Sectwfn 406. Background mghts L R I T Fo)
“'Section 406 specifies that nothing contained in thls chapter Wﬂl be

construed to déprive the owner of any baokground pa,tent ot of rlghts
under such a patent.

Section 407. Notice, hea'meng, amd gudmal revieu.

Subsection- {a) requires that agency determmetlons un&er sectmns
882, 387(a) and 387(c), and:403, must have written reasons-and be
preceded by publie:notice-and an: opportumty for a hearing in which
the . United - States, any agency,: a,nd any mterested ‘person.. oAy
participate. S

Subsection (b) perrmts the Umted States or. any adversely aﬁected
participant to appeal a subsection (a) determination to the United
States’ Court, of Customs and Patent Appeals within sixty days after
it is issued. The ‘Court of Customs and Patent Appeals is given ex-
cluswe ]urledlctlon to determine the matter de novo, a,ﬂirmmg,
reversing, or modifying the agency determlnatlon .

Section 408. Relationship to other laws

. Section 408 is intended to remove any implication that the act
Section 408 is intended to.remove any implication that the act
prowdes immunity from the entltrust laws.
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Sectm 409. Authority of Fedemz ageniies: - s ERRE
~Subsections (a},:(b), (¢}, (d}; (e),and (f) set :Eorth the a,uthorlty
of Federal agencies to protect patent rights at home arnid abroad in—
“any-invention in.which the Government has an interest in order
to ;promote. ‘the use of inventions having’significant ‘¢ommercial po-
tential or otherwise advance the national interest”—to license fed-
erally-owned :patent: rights; to transfer patent rights to and accept
transfers of patent rights from other agencies without regird to the
property -transfer procedures required py' the Federal Property‘ and
Administrative Services: Act of 1949 (40 U.8.C. 471) 3!t withhold
publication or release of information disclosing ‘anycinvetition long
enough for patent applications to be filed; to promote:the,licensing
of federally-owned patent rights; and to. enter info contracts to .ac-
comphsh the purpose of this section. =

Section 410. Res;aomzbzlztzes of:the. eoretary of Uomerc

Section 410 provides:authority for the Departinent. of ‘Commerce’ to
assist other Federal agencies administer:the: 11censmg of f' derall;
owned inventions. ;

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

Paragraph - (2) (2) authorlzes the: Secretary “of Oommerce to
coordinatea program to help agencles carry out thelr a.uthorltles under
section 409. :

Paragraph-(a) (3) authorlzes the Secretary- o eva,luate 1nvent10ns
referreg to it by Federal ageneies in order to: 1dent1' y those 1nvent1ons
with the greatest commercial potentla,l e

Paragraph (a)(4) authorizes the’Secretary: tc ASS; t’ the Federa,l
agenciés in seeking and maintaining patent protectlon in any country,
including the payment of fees'and costs. -+ ™

Paragraph (a) (5) authorizes the Secretary to deveioP and mafk ge
a government-wide program, with private sector. participation, to

- stimulate  transfer, to the private - sector of potentially valuable
federally-owned technology through the dissemination of 1nforma )
about the techinology. ‘

Paragraph (a)(6) authorizes the Secretary to pubhsh notlces of
a]] federally-owned patent rights available for licensing. -

- Paragraph (a)(T) requires the Secretary, seven years after the- date
of enactment of: the Act, to:report on its operation tothe Congress.

Sabsection: (b) - .authorizes:the. appropriation to:theSecretary of
Commerce of such sums as thereafter may be necessary to enable the
Secretary to carry out respcn31b111t1es under thls sectlon -

Section 411. Definitions "~ "

“Section 411 sets out the deﬁmtlons, for purposes of the Act for the
terms “Agency.” “Responsible agency,” “antitrust-laws;” “contract,”
“contrsetor,” “Federal employee,” “invention,” “made n “nonproﬁt

orga,mzatlon ? “patent Tights,” “practlcal apphcatxon,” “smaﬂ busi-
ness,” “state,” “local,” and “W111 » “ S




BECTION %-

‘Section 7 amends or repeals parts of other acts as necessary to imple-
ment:the provisions of new chapter 38 of: tltle 35 Umted Stetes Code
Actsamended or repealed in part are: :

Title 7, U.S.C. 427 (i) '
Title 7 U.8.C. 1624(&)
The Federal Coal Mine Health and Safety Act of 1969.
The National Traffic and Motor Vehicle Sefety Act of 1966
" The National Science Fouﬁdation Aet of. 1950 v
The Atomic Energy Act 6f1954; ‘
' The National Aeronautics and' Spaee Actof 1958
The Coal Research and Developmerit ‘Act-of 1960,
The Helinm Act Amendments of 1960.
The Arms Control and Disarmanient Act of 1961,
. The Appalachian Regional Development Act of 1965.
. The Federal Nonnuclear Energy - Research and Development
Act of 1974, ’
The Tennessee Valley Authority Act of 1933,
The Consijiner. Product. Safety Act
Title 80, U.S.C; 323.
The Resources Conservetlon ‘and Recoverv Act of 1976.
.. ...The Electric and Hybrld Vehlele Researeh Development and
‘;.'..__DemOnstratmn Actof 1976, o S
" Public Law 95-39. - e ) o
The Water Research and Development Act of 1978

Sectlon 8 prov1des for eﬂ’ectwe date of the blll’s prowsmns S P

‘Subsection: 8{a) specifies seetions: 2; 4, and 5 w111 take eﬂ'ect on
enactment.

Subsection 8(b) provides that section 1 W111 take eﬁect o1 the first
day of the seventh day after enactment and will apply to patents then
in force or issued thereafter.

Subsection 8(c) provides that section & 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 Approprmtl Account W1th the revenues from eol— _
lected reexamination fees.

Subsection 8 (d) contmues
established.

Subsection 8(e) provides th; mamtenanee fees shall not be ap-
pheable to patents apphed for pI‘lOI‘ to the c'[a,te of enaetment of the
Act.

Subseetlon 8(1) prowdes that sectlons 6 end 7 of the bill w111 take
effect on the first day of the seventh month after its enactment, a,l-
though implementing regulatlons may be lssued ea,rher R

' lstmg fees untll new fees' are
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SECTION 9

Sectlon 9 requires-the:Commissioner 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 retrleva,l systems for the
operatlon of the Patent and Trademark Oﬁce ‘

SEGTION 1 0

Subsectlon IO(a,) adds a, deﬁmtmn of. “compute,r program” to sec-
tion 101 of Title 17, United States Code. - -

Subsection 10(b) amends section. 117 of T1tle 17 Umted c%ta,tes Code
in regard to copyrights on computer progra,ms.

Cost ESTIMATE OF THE CONGRESSIONAL B'UDGET OFFIOE )

. .The cost estlmate prepa,red by the Co'ngressmnal Budo’et Office is
contained in thé followmg letter i"rom its Director: L,

U."S CONGRESS :
10! UDGET OrFIoE,
Washmgton D Septembef 25,1980.

Hon. JACK BROOKS,

Chairinan, Cominittes on Govemment 0 pemtwng,; U S H ouse of
gegresenmtwes, Rayburn House Oﬂice Bmld" g, Wa. hmgton,
Dear Mr, CHATRMAN : Pursua,nt to Sectlon 403 of the Congressmnal
Budget Act of 1974, the Congressional Budget Office has prepared the
attached cost estlma,te for I—I R 6933 a blll to amend the pa.tent and

trademark-laws. T
- Shotild the commlttee 80 desn-e, we would be pleased to prowde :I:'ur—
ther details on this est1ma1:e L
Slneerely, :

IR

i 1 Blﬂ numbel HR 6933
" 9, Bill title: A bill ta, amend_ e
3. Bill status: As ordered reported by the House Cnmmlttee on G V.‘.
ernment, Operations on September;23, 1980, , :
4. Bill purpose : This bill would ‘establish a new fee structure Wlthm
“the Patent and Trademark Office (PTO), provide for a system of ad-
ministrative reexaminaticns, and. ¢credte a uniform government. policy
regarding patent rights, The PTO woiild also be reqmred to 1mple-
ment: a computerized .data. and. .retrieval system. In addition, H.R.
6933 would repeal section 117 of the 1976 Oopynght Act to clanfy
copyright laws regarding computer programs,
5. Cost estimate : The table below reflects the budoret 1mpa.ct rosult-
ing from a change proposed by HLR. 6933 in the classification of the _
fees received by the PTO.




. -+ - [By fiscal years, in millions of dofars} . . f. .7 UEE 0

Ctesl. w2 el A8m . 1985
ﬁéienueégﬂuctign;tT_.._"_1_:.--;;-L-;-‘_i;-._;;...'-;-ll:-_i B T DR IR ¥ U ong
et spending reducton;. - . . . - : - . :
s‘limatgd authorization level . ..___..- 1.9 - 238 24 318

¢ Estimated outlays._. 2.4 T 25: e
'Net_budge!i'mﬁacti_'.: C s L5 e _i —-70

i \‘Nega(ive si gn indicates inﬁrea‘s_ed Surplus or decreased deficit. | _ : _ ) )
The.costs of this bill fall Pi'inia,rily within budgei%:s'ﬁiafﬂﬁétidﬁ. 37 6
;- 6..Basie of estimate : For purposes of this estimate, it is agsumed
that: this bill will be enacted around October 1,1980.: . SRR

St op o REEXAMINATION OF PATENTS 5v5 o |00 0o
.. HLR. 6933 would allow any party to petition the PTO to reexamine
a patent for validity. The cost of reexamination would be paid by:the *
party based on a fee structure established by the Commissioner of
Patents. It is anticipated that the number.of patent applications for
reexaminations will be limited by the cost involved and the potential -
for commercial development.: Based on rates currently avallable in
foreign countries for similar procedures, as well ag estimates provided
by the PTO, it is estimated that the number of appeals will be approxi-
mately 500 in fiscal year 1981, increasing to 2,000 by 1982, and remain
relatively stable thereafter, -
7= Althongh the bill does not specifically authorize funding for this
ipurpose; it is-assumed that additional staff will be required to handle
‘the reexamination procedures, Based on PTO data, if.is. estimated
;that the average cost. per employee, including overhead and’ benefits,
iwould be approximately $40,000. in fiseal year 1981. Assuming ap-
;proximately 30 hours per reexamination, plus. clerical support, it is’
‘estimated that approximately 55 appeals could be reviewed annually
by a professional staff member. It is estimated that the cost of this
procedure. would be approximately $0.4 miition.in-fiscal year 1981,
which reflects six months] activity. Costs are estimated to be’$1.4 mil-
lion in fiscal year 1982, increasing to $2.5 million by fiscal year 1985.
It is assumed, however, that: the:full- amoeunt required by the PTO for
salaries and expenses would be recovered by fees set at the beginning
of the fiscal year and:adjusted annually for inflation and ‘anticipated
‘workload. Tt-is:assumed that fees would: bedncluded with the request
- for reexamination: and reflécted: as a-reimbursable to-the agency, re-

sulting in‘a'net outlay of around zero:in:each fiscal year. -~ * =

N OF: 'FEE' STRUCTURE

- HLR: 6983 would restructure the current fee structure for patents
and-trademarks. Currently, the PTO. gecovers approximately 20 per-
cent, of. the: cost, of processing patents and approximately .30 percent
of:the cost.of issuing trademarks. These fees are deposited in the gen-

_eral. fund of the Treasury.:+: . .. ..
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The bill would allow:the PTO to recover up to 25 percent of the
_average processing costs and 25 percent of the maintenance costs for
patents the latter fee collected in four installments over the life of
the patent. In addition, the PTO would be allowed to recover a maxi-
mum of 50 percent of the cost of issuing trademarks. All fees for par
tents and trademarks could be adjusted no more than once évery three
years and would be credited to the PTO as a reimbursable to the
agency, rather than as a revenue to the Treasury.

"It is assumed that the revised fee structure for trademarks would be
implemented early in the second quarter of fiscal year 1981, and for
patents beginning in fiscal year 1982. Tt is assumed that the agency
costs ‘for processing patents and trademarks from which recove
could be made would be approximately $84 million in'fiscal year'1982,
increasing to approximately $109 million by fiscal vear 1985. Tt is
assumed that an average recovery rate of 25 .and 50 percent, adjusted
ever ythird year, would be established for processmg fees for patents
and’‘for trademarks, respectively. Patent maintenance fees would be
collected three times in a patent’s life—around the fourth, eiglith, and

twelfth year. Since the first-payment would not be made untll ﬁscal
yea.r 1986, 1t is not reﬂected n: the ta.ble below '

;” ',ju:'--‘"“'_ e e

[By fiscal years, in mlillons of do"ars]

CC198L - 19820 1983 ;1984 o 1985

Estimatad reventes: Existing fee structure: ‘ e
Patemts ____ e 20.3 20,8 S21,3 ¢
i iTrademarks e L 2 o .2

: i’roposed fod struchire in H.R: 6933:
Estimated collectwn

;"‘ézn.g Cad B 212";:‘:‘ 2

. 3:6 3.6 3.6 16 4.6
2367 . i2kg i oAg C95.87 38

I = T

o1 Gollected hegmnmg in fscal year 1986, and’ hy t'scal yéar 1894. wnuld result i revenues
approximately twica tl]ose estimated for protessing.
2The current Be _re for palents remams in

ect thruugh ilscal year 1931

(‘OVERNMENT ATENT POLICY

} HR 6933 Would estabhsh a mform federa,] syqtem for the com-
mercmhmtlon and . allocation iof wights in‘inventions resulting from
federally. sponsored or-supported resea,rch and developmént. The hill
would allow contractors from:small businesses and non- proﬁt institu-
tions to acquire title to inventions resulting from government-funded
research. Other contractors:could receive exclusive Heenses for spe-
cific uses. The bill directs the Office of Federal Procurement Policy
(OFPP) to issue regulations to- implenient’ these policy changes. Ac-
cording to the OFPP, the-cost of revisinig existing regtlations would
be minimal; It is estimated: implementation 6f these - changes ‘in"the
various federal-agencies, including training, would cost approximately
$650,000 in fiscal 3 year 1981, Outlzws are estimated to be 90 percent. the
“first year and 10 percent the second year.



" H.R. 6933 would revise the criteria for allocation of invention rights
between the federal: gover'nment and employees who produce inven-
tions. To stimulate inriovation, the bill would establish an’incentive
cash. awards program-to. federal-employee-inventors: The awards are
to be paid-from. funds from royalties or-agency appropriations; con-
sequently, it is estimated that: thls prov1S1on Would result in no addl—
tional cost to'the.government..’

:+Fhe bhilll:also authorizes federal a«encles to share mcome from
Hcensing the government’s patent. morht.s with the employee-inventor.
It is not possible at this timeite. estimate the extent ‘which: royaltleb

- will be generated ox shared with employee-mventm :

OTHER

The. b11l would repeal sectlon 117 of the 1976 Copyright Act, which
disclaims any intent to modify the pre-existing copyright Taw for
computer programs.-This has the-effect of clearf’y applying the 1976
law to computer programs, which is not expected fo have a cost 1m—
pact upon:thefederal government: .

In addition, HL.R. 6933 outlines the responmblhtles of the Secretary
of Commerce to assist ageneies and othersin promoting access.to patent
information. Currently theése activities are being performed by the Na-
tional Technical Information Service (NTIS), created in 1970. The
President, is requesting approximately: $740,000 for these activities in
fiscal vear 1981, which is about the same level of funding in the cur-
rent fiscal yeat. The bill would authorize the a proprmtmn of such
sums asmdy-be necessary for these ‘activities: Slince current:law au-
thorizes these activitiesit is éstimated that no additional costs would
be incurred as a result of enactment of this legislation,

Finally;the PTO would be required to report’ within two years of
date of enactment on the status of a computerized data retrieval sys-
tem, Since the PTO is already planning to study and evaluate the
feasibility of such a Systém, it is assumed that any significant costs in:
curred as a result of a,nalyzmo or implementing such a system would
not be a direct result of the Tegislation. Consequently, no cost has been
estimated for this provision. _ '

7. Estimate comparison : The Oomm1ss10ner of Patents Thas estl—
mated that a%prommately 1 4000 to.3 ,000 requests for reexaminations
.would be made annually, requiring from 25 to. 100, additional staff
.members, at a cost of between $1 million and $4.5 million annually.
CBO estlmates approximately 500 applications will be processed be-
glnnmg in fiscal vear 1981 because a later date of enactment is assumed.

- 8. Previous CBO estimate: On August 28, 1980, the CBO -prepared
a cost estimate on FLR. 6983, as orderedéreported by the House: Comi-
mittes on the Judiciary on August 20, 1980. This version of HLR. 6933
would have required. the General: Accountmg Office to report on the
desirability of merging the Patent and Trademark Office (PTO) with
the - Copyright Office and the Copyrlo"ht Royalty: Tribunal. It would
alse have established: the PT('as an independent. agency, rémoving it
fromi'the Department of Commerce. The difference in costs between the
two versions of I.R. 6933 reflect these: dlﬁ'ermg provisions.

- On Febitary27,1980; the CBO preparéd a cost estimate for'S. 1679,
tha Patent Law Amendments of 197 9, as ordered reported by the Sen—
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ate Committee on the ‘Judiciary on-February:19; 1980. The costs of
S.-1679 and: the costs attributed to 1ee*mm1nat1on in:this bill are the
same, with adjustments assumed for date of enactment. : -

- On December 4, 1979, CBO prepared .a cost estimate.on S, 414 the
University and. Small Business Patent Procedures Act, as ordered
reported by the- Sénate Commiittee on’ the Judiciary on. November. 20,
1979. The C€BO estimated that no significant: cost would-be. incurred
by the government if a uniform patent procedure for small businesses
and nonproﬁt organizations performing government—supported Te-
search and: development were established, ¢ =t :

9. Estimate prepared by : Ma.ryMagmmss R

10, Estimate approved by :

- C. G. NuokoLs

{¥or James L. Blum,
Asmstant D1rector for Budget Analyms)

COMMITTEE ESTIMATE OF Cos'r

A number of provmons in the bill do not coma: W1th1n t.he ]urlschc-
. tion of the:Committée on Government Operations: These havenot béen
- considered in depthby the committee and, therefore, the-committee has.

no: ba51s upon Whleh to make an estlmate of cost for the entlre b111;"

»INI‘LATIONARY IMI‘AGT

The comm1ttee has 1nsuﬁiment ev1denoe awmleble on whlch to deter-
mine Whether this! leglslatlon ‘will have a.significant 111ﬂa.t101mr‘3r
impact on. 'pI‘chS and costs dn the operatlon of the economy.- =

" The b111 a5 reported by the Commlttee on Gove; i
prov1des no néw budget authorlty and tax expendmures

REVIEW OZE‘ EXISTING,!,,LAW '

In comphance with Subd1v1s1on (A) of Clazise’ 2(1) (3) of House
Rile XTI, the Subcommittee on'’ Legls]atlon ‘and National Security
‘reviewed the application and admmlstratmn of’ the laws relatmg to
patent pohcy and orga,mzatmn K - : :

OVERSIGH & FINDINGS

No overmght ﬁndmgs ot recommendatmns were made, other tha,n
the leg:lsla,tlon recommended in: thle report

CHANGES ING EXISTING LAW i

The b111 Was referred to the Oomrmttee on Gomrnment Operetlons
for asperiod endmg not later than September 23, 1980, for considera-
tion of such provisions ofithe bill and emendment ag tall within the
jurisdiction. of that.Committes. under .clause:1(i) (2}, rule-X. The
eha,nges made to emstmg la,w by the blll as reported by the Commlttee



on the Judlclary are shown on pages 33 through 81 of House Report
96-1307, Paxt 1.

For the information of the Members of the House of Representa-
tlves, the changes made by the Committee on Government Operations:
strike out the amendments made to title 85 of the United States Code
in sections 1, 3(a), 3(b), 3(e), 6, 7, 31,181, and 188; and section 12(c)
of the Act of February 14, 1903 by the bill as reported by the Commit-
tee on-the Judiciary. Consequently, ‘these .existing: provisions of law
are'not changed in the b111 as reported by the Commlttee. on: Govern-
m" t’Operatmns P S : : o -




 ADDITIONAL VIEWS OF HON. JACK BROOKS

* The 'major. problem- I have with TL.R. 6988 is .that it violates a:
basic provision of thé unwritten contract bétween the citizens of this
country and their government; namely, that what the ;government
acquires through the expenditure of its citizens’ taxes, the government.:
owns. Assigning automatic patent rights and exclusive licenses to
- companies or organizations for inventions developed at government
expense is a pure giveaway of rights that properly belong to the people. . -

The argument is made by proponents of the bill that it will spur
groductivity, a goal that is both necessary and desirable if the United
tates is to re%ain its position in the world economy. But that argu-
ment ignores the fact that the Federal Government is already paying
half the costs of research and development in the United States at an.
annual cost of $30 billion. No companies or nonprofit organizations that.
I know of have been turning down that money because they are not:
now Teceiving automatic patent and exclusive licensing rights. So:
unless it is the intent of the supporters of ILR. 6933 that the govern-
ment. greatly increase this already enormous public investment in:
research and development, I fail to see how enactment of the bill will’
lead to increased production. :

- It is also argued that this legislation will increase competition in .
industry and ﬁlereby spur production. But again the connection is
hard to establish. Under current practice, inventions, new produets
and technological advances developed under government contracts—
- unless awarded to a specific contractor under existing permissible
arrangements—are available to all. That approach would seem to offer:
far greater potential for increased competition and produectivity than
handing over exclusive rights to one company. In the latter case the
company might even choose to reduee production with the aim of
increasing its profits. :

Admiral Hyman G. Rickover testified at the hearings by the Legis--
lation and National Security Subcommittee that : _

Based on 40 years experience in technology and in dealing

- with various segments of American industry, I believe the bill

- would achieve exactly the opposite of what it purports. Tt

would impede, not enhance, the development. and dissemina-

“tion of technology. Tt would hurt small business. It would

inhibit competition. Tt would promote greater concentration

of economic power in the hands of large corporations. Tt
-would be costly to the taxpayer.

I do not overlook or underestimate the importance of patents in’
* developing and maintaining a thriving economy. My concern is’
simply the role of the government and the rights of the people in
the patent process. When a private company risks its own money
to develop new products and procedures it deserves and receives
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the profits that may result. There should not be a different stand-
ard applied when 1t ig the government that risks the taxpayers’
money. The rewards of successful research and development con-
ducted at government expense should go to all the people.

I agree wholeheartedly with the establishment of a U.S. patent
policy that encourages-the development-and production:of néw prod-
ucts, that will reward those who take risks, and that will inspire
inereased confidende: in our: economy.: My ' comiments above deal only
with the very spetial issue ‘of government-funded research.and. de-
velopment activities. { A filller explanationofitny views can be found
in the report of H.R: 6933 as reported by the House Judiciary Com::
mittee, H. Rept. 961807, Part I, pp. 99-82) = ' - 7 o0 s Db
“The Federal Government has' the equivalentof-a' fiducidry re-
sponsibility to the' taxpayers of this country. Property acquired with
pubic funds should belongto the public. Deviations from: that funda-:
merital principle’should:be allowed only where a compelling justifica-
tion can be shown and -where thé voice of ‘the public’can be heard
in protest. This legislation stands that principle onits head by auto:
matically conveying:title or the exclusive right to use-public property
to private entities and placing the burden on the Federal government
to demonstrate that a retrieval of those rights is'in-the public-interest.




ADDITIONAL VIEWS OF HON TOBY MOFFETT .

& _.n(*ouragmg mdustmai 1nnovatmn and mcreased produotlwty by
U 8. businesses is central to refaining our. commercial primacy: in the
world marketplace. For:that reason, “the goals of FL.R. 6933 and its
sponsors are easily shared and properly. applauded byall of us. - .

Unfortunately. ‘the approach taken by ILR. 6933 appearstobe seri-
ously flawed: I share the general. view: expressed by: Chairman Jack
Brooks in: fearing that the bill constitutes a “giveaway of rights that
properly belong to the: people.” Sections 6 and 7.of:the.bill \go too far
in: favoring the.commercial rights of contractors doing- researoh with
. govornment—that is, taxpayers’—funds.. And it does.so without ade-
quate demonstration that the stated lofty goals of increased innovation
and productivity will in fact result from shlftmg the' law for the beneﬁt
of these contractors: -

To-piirsue that pomt ]et me turn one; of the proponents arguments-
on its:head. Tt.is said that we need “uniformity” in this area, and it is
pomfod out that there are now “26” different statutory schemes affect-
ing this question of the commercial rights to inventions and discoveries
generated under government research grants and contracts. The fal-
]acv of that argument can be seen by looking more carefully at some
of those 26 specific arrangements estabhshed by statute. The fact is that
each statutory enactment was rooted in specific events, specific cases
- or situations examined by the appropriate Congressmnal Committees.
- In each instance, the considered opinion of the Congress was that the
. results of the research being promoted in that case could best be pre-
served for the benefit of the public by the commercial licensing ar-
rangement sanctioned at that time. Some of those Congressional deter-
' mmahons, moreover, are quite recent, such as the Federal Mine Safety
a}:\d P;oalth Act of 1977 and the Water Research and Development Act
of 1978
.~ In my judgment, those statutes demonstrate that the case can be
o made for diversity rather than uniformity. It would appear more ap-
propriate for the Judiciary Committee to have produced a bill which
precisely assessed the arrangements in each of the 26 cases, in consul-
tation with the Committees having jurisdiction in each of those areas,
and to have produced a bill creating the best arrangement for each of
those areas. Such a bill would not seek uniformity for its own sake,
but would analytically design the best arrangement with regard to
commercial use for each of the many areas in which the Federal gov-
ernment sponsors research, Such a bill might produce uniformity, but
it might also reflect the fact that different cases sometimes deserve
differe ent treatments.

That observation leads to an additional compelling reason why this
legislation should not be passed by this Congress at this time. T fully
re‘%pect the extensive efforts of the Judlclary Committee. I am well
AWare of the hard work involved in holding numerous days of heamngs
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and in drafting a large piece of legislation. Nevertheless, I believe it
can fairly be said that not all of the Committees whose jurisdictions
would be significantly affected by this legislation have been adequately
consulted. Their judgment and experience is vitally needed to assure
that this bill’s approach is indeed a sound one for all the diverse arcas
which it will affect, as its sponsors take great pride in pointing out.

For that reason, I urge my colleagues to opt for further considera-
tion of this measure. I snecifically urae that all Committee Chaitmen
whose substantive jurisdictions will be affected by the impact of this
bill on government-sponsored research in their areas be given adequate
timne to assess this bill and to consult with one another before the
House takes action. I am aware that genuine consultation of this sort
probably cannot be achieved in the waning hours of this Congress. If
not, I believe the long-term implications of this measure are far too
important to go forward at this time.

"As with so many of our problems as a Nation, we did not get into
this problem of lowering productivity and declining ingenuity over-
night. It is a complex problem reflecting many developments over
many years. There is thus no need to rush out a bill now without being
certain that we are doing the right thing, based on the full and deliber-
ate consultation among our colleagues with the greatest kmowledge of
the potential effects of this legislation.
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