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SUGGESTED POINTS FOR DISCUSSION

The points suagested below are intended to serve as a framework for the
discussion. To simplify the presentation, they concern salaried creators in
ceneral, vhether they are authors of an invention, work or performance.
However, since the situation of salaried inventors and authors and the systems
applying to them differ in various respects, it vill doubtless be preferable
to distinguish between them during the discussion. Clearly, participants are
free to cake any chan&es they may vish.

t. Purpose and nature of protection

Economic rilhts

1. General principles to be applied in the avard, transfe,r or assignment of
economic rights (riehts of ownerShip, exploitation, use or authorisation)
relatine to inventions and works produced by employees and the way in
which these rights are divided between employees and their employers
(with partiCUlar reference to the "relatiOt1Ship between the invention or
work, the normal activities of its author in the course of employment and
the activities of the enterprise or organisation employing him or her).

Pecuniary rights

2. Measures that may be taken in order to cuarantee that salaried inventors
aDd authors receive equitable financial compensation for the loss,
transfer or assicnment of their riehts of ownership and use and to
encourace and recocnise their creative activity; these could cover the
follovinc:

(a) seneral cODditions sovemiac ~1mt1tlement to payment;

(b) procedures for determiniDi level. of payment;

(c) criteria to be applied in the calculation of payment;

' (en form of payment;

(e) reassessment of level. of payment if the circumstances prevailing at
the time it was fixed have chan&ed;

(f) secondary use of works.

3. Other forms of compensation (in terms of advancement, tax benefi ts,
worlcina conditions, etc.).

Koral rilhts

4. The ri&ht to be named, effective recognition of salaried creators as
authors ~, inventors and the exercise of other moral rigbts,
partiCUlarly by salaried authors •
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3. Other forms of compensation (in terms of advancement. tax benefits,
workina conditions, etc.).

Koral riehts
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authors ~. inventors and the exercise of other moral rights,
partiCUlarly by salaried authors.
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, Specific problems

s. Specific problems which siehl arise in the implementation of the above
richt.:

<a) according to the catecory of the creator (for uample, clependinc
upon the type of creation - invention, work, or performance);

('b) ill cue• .where there are several inventors or authors;

(c) when an invention or work iI 4evel0pe4 after the termination of the
employment relationship:

(d) as a naul t of the development of DeW tec:bnololies.

Creations that 40 DOt lenerate
intellectual rilhts

6. '!'he possibility of takina .apecif i c Masures to encourage and reward
authors of creationa or personal propOsal. which influence the ec:oncmic
results of the employer usinc them. but are DOt protected by intellectual
property richts,u well as Masures enablilll nch authors to bave a
&bare in the resultinc profit••

Effects of termination of the
employment relationship

7. Measures that .., betaken in order to ensure tbat employees retain
ricbt. after tbe termination of their employment relationship (for
uample, when the · circumstances whicb detemined paywent levels bave

.- cban&ed).

II. Ways to ensure protection

1be role of information

•• Measure. that ..y be taken in order to ensure that .alaried creators or
their representatives are well iDformecl of their richt. QD the above
point., especially vi th reSPeCt to:

(a) debts of ownership, un or authorisation;

(b) the vay in whicb p&y.ent is calculated;

(c) the exercise of riChts after the temination of the employment
relationship;

(d) settlement of disputes.

Oolleetive bareainine

9. The role of collective bareaininc in protectilll and promotinc tbe riebts
of salaried inventors and authors.

694Od/v.2
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(e) the exercise of richts after the termination of the employment
relationship;

(d) settlement of disputes.

0011eetive bargaininc

9. The role ofc:ollective bareaininc in proteetinc and promotinc tbe riehts
of salaried inventors aDd authors.
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10. The role of orcanisations representing the employers and workers
concerned (including inventors' and authors' associaHons. copyright
administration societies for example) in order to cuarantee salaried
creators equitable rights and protection.

Settlement of disputes

11. Measures that may be taken in order to provide salaried inventors and
authors and their employers witb appropriate and efficient machinery for

. ' settling disputes between them. .

12. The possibility of setting up special machinery for conciliation,
mediation or arbitration purposes; the role of machinery for the
settlement of labour disputes; and the role of courts.

"

III. The need for protection measures at the national
and international levels

13. 'lbe need to adopt. tbroU&h leaisiaHon, collective agreements or other
mans in line witb national practice, _asures to encourage creative
activity, to recognise and protect the riehts of salaried authors and
inventors and to protect the public interest in view of the possible
effects of inventions. . .

14; The relevance of existing international regulations ~ to the protection of
the richts of salaried inventors and authors.

IV• Further act ion of the 11.0

15. Suggestions as to the ItO's future activities on the various issues
raised above or on other questions concerning salaried inventors an4/or
authors in tbe following fields:

(a) studies and research;

·(b) standard-aettinc activities;

(c) collection and dissemination of information;

(d) practical activities (advisory services. technical assistance) •

. .. . .
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DAMAGE CALCULATIONS IN A PATENT INFRINGEMENT ACTION:
DETERMINING A REASONABLE ROYALTY

By Joseph V. coLa Lann.i" and F. Dominic Cerrito"

The calculation of damages in a patent infringement action
requires the application of both long-standing principles of
patent law and many new and evolving concepts. While the patent
statute provides for both compensatory and punitive damages, it
provides little guidance on the exact method which should be used
to arrive at that relief, except that such damages cannot be
"less than a reasonable royalty." Perhaps the ambiguity in the
statute was intentional, for each case provides unique facts
which must be dealt with on an individual basis. The statute
provides parameters for determining damages, but it is largely
left to the courts to decide in what manner the damages will be
determined . To gain understanding and insight on how patent
damages are determined, we must begin by looking at the statutory
language.

TITLE 35 U.S.C. § 284

The primary damages section of the patent statute is
35 U.S.C. § 284 which reads:

Upon finding for the claimant the court shall
award the claimant damages adequate to compensate for
the infringement but in no event less than a reasonable
royalty for the use made of the invention by the
infringer, together with interest and costs as fixed by
the court.

When the damages are not found by a jury, the
court shall assess them. In either event the court may
increase the damages up to three times the amount found
or assessed.

section 284 does not dictate the manner in which a court should
compute damages, but leaves such calculations to the sound
discretion of the trial court.' The United states court of

Member in the firm of PENNIE & EDMONDS, Washington, D.C.,
New York, New York. The opinions expressed herein are solely
those of the authors and do not necessarily reflect the views of
PENNIE & EDMONDS or any of its clients.

Law Clerk in the firm of PENNIE & EDMONDS, New York, New
York.

Nickson Industries Inc. v. Rol Manufacturing Co., 847 F.2d
795, 798 (Fed. Ciz:-. 1988).
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Appeals for the Federal Circuit ("Federal Circuit") has recently
reaffirmed the proposition that any reasonable doubts that arise
in such calculations should be resolved against the infringer. 2

Acknowledging that damage calculations are difficult, the Federal
Circuit has followed the Supreme Court mandate that while the
determination of a damage award cannot be based on "mere
speculation or guess, it will be enough if the evidence shows the
extent of damages as a matter of just and reasonable inference,
although the result be only approximate."3

A detailed look at section 284 was undertaken by the Supreme
Court in Aro Mfg. Co. v. Convertible Top Replacement Co. 4 wherein
the Court stated that the object of damage awards in patent
infringement actions was "compensation for the pecuniary loss he
[the patentee] has suffered from the infringement .... "5 The
Court further stated that the patentee was entitled under the
statute to recover damages and not the infringer's profits. The
focus was clearly on how much the patentee suffered, not how much
the infringer benefitted. 6 The Aro Court also recognized one
statutory limitation to the above-mentioned discretion of the
courts: In calculating a damage award, a reasonable royalty is
the floor below which the assessed damages may not fall." 7 The
Court did not, however, enunciate rules for arriving at
acceptable damage awards.

The main focus of this paper will be on the methods for
determining one form of patent damages; a reasonable royalty. It
should, however, be noted that there is another form of patent
damages. A patentee may receive its lost profits if it can be

2 Del Mar Avionics, Inc. v. Quinton Instruments Co., 836 F.2d
1320, 1327 (Fed. Cir. 1987).

3 Paper Converting Machine Company v~ Magna-Graphics
Corporation, 745 F.2d 11, 22 (Fed. Cir. 1984) (quoting storv
Parchment Co. v. Paterson Parchment Paper Co., 282 U.S. 555, 563
(1931».

4

5

377 U.S. 476 (1964).

Id. at 507.

6 The Federal Circuit has, however, permitted evidence of the
infringer's profits to be considered in establishing both lost
profits and a .reasonable royalty. Kori Corp. v. Wi leo Marsh
Buggies and Draglines, Inc., 761 F.2d 649 (Fed. Cir.), cert.
denied, 474 U.S. 902 (1985); TWM Mfg. Co. v. Dura Corp., 789 F.2d
895, 899 (Fed. cir.), cert. denied, 107 S. ct. 183 (1986).

7 Aro Mfg. Co. v. Convertible Top Replacement Co., 377 U.S.
at 506.

--2--
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shown that but for the infringer's sales, the patentee could have
made the sale. A reasonable royalty, however, is the primary
form of damages awarded to a non-manufacturing patentee, because:
(1) the non-manufacturing patentee cannot lose sales as a result
of an infringer's acts and therefore cannot suffer lost profits;
and (2) an established royalty is difficult to prove and is more
often used as a factor in determining a reasonable royalty.

Reasonable Royalty

A leading case in patent damages defined a reasonable
royalty as "an amount which a person desiring to manufacture and
sell a patented article, as a business proposition, would be
willing to pay as a royalty and yet be able to make and sell the
patented article, in the market, at a reasonable profit."s The
royalty rate may be calculated as a yearly rate, flat fee, unit
rate or as a percentage of the infringer's sales.

Royalty Base

The first step in establishing a royalty rate (the amount or
percentage that will be applied to the infringer's sales or its
use of the patented item) is the determination of the royalty
base. A royalty base defines the exact aspects of the infring i ng
product for which a monetary award will be based. What is
referred to as the "product" may include patented components as
well as non-patented elements of the product. The question
becomes whether the non-patented components should be included in
the calculations of the royalty base along with the patented
components.

This problem of apportionment has been dealt with by some
courts under the "entire market value rule". Under this rule,
recovery of damages is permitted based on the value of an entire
apparatus containing several features when the feature patented
constitutes the basis for customer demand. 9 In applying this
rule, a determination is made that the market value of the total
device can be attributed to the patented feature. lO Application
of the rule is not generally dependent upon the type of product
involved in suit. For example, a machine which has removable

S Panduit Corp. v. Stahlin Bros. Fibre Works. Inc ., 575 F.2d
1152, 1157-58 (6th Cir. 1978).

9 King Instrument Corp. v . otari Corp., 767 F.2d 853, 865 (Fed.
Cir.1985).

10 See Westinghouse v. Wayne Mfg. Co., 225 U.S. 604, 614-15
(1912) .

--3--
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Cir.1985).

10 See Westinghouse v. Wayne Mfg. Co., 225 U.S. 604, 614-15
(1912) .
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parts may be easier to apportion (patented elements from non­
patented elements) than a chemical compound. However, the
greater the difficulty in apportionment, the more likely the rule
will be applied. Furthermore, a helpful consideration, as
pointed out by the Federal Circuit, is whether the patentee can
normally anticipate the sale of such non-patented components as
well as the sale of the patented ones." The royalty base can
also be increased by convoyed and collateral sales.

Reasonable Royalty Rate

"THE HYPOTHETICAL NEGOTIATION"

Upon determination of the royalty base, a reasonable royalty
rate must then be calculated. A reasonable royalty is most often
analyzed under the "hypothetical negotiation" method. Under this
method, the amount of damages is determined by what would have
resulted from a hypothetical negotiation between a willing
licensor and a willing licensee. It is assumed that this
negotiation takes place at the beginning of the infringement
period. During this negotiation, it is also assumed that the
patent is valid. 12 This assumption of a willing licensor /
licensee is a legal fiction created by the courts to deal with
the damages pr-ob l.em.." A long line of cases have proved that
this fiction is very necessary. 14

In a landmark patent damage decision, the Federal Court
commented on the problems involved in applying this damage
calculation method. The Court pointed out that:

The setting of a reasonable royalty after infringement
cannot be treated, as it was here, as the equivalent of
ordinary royalty negotiations among truly "willing"
patent owners and licensees. That view would
constitute a pretense that the infringement never
happened. It would also make an election to infringe a

11 Paper Converting Machine Company v. Magna-Graphics
Corporation, 745 F.2d 11, 23 (Fed. Cir. 1984).

12 Panduit Corp. v. Stahlin Bros. Fibre Works, 575 F.2d at 1158.

13 Hanson v. Alpine ski Valley Area. Inc., 718 F.2d 1075, 1078
(Fed. Cir. 1983).

14 See Georgia-Pacific Corp. v. U.S. Plywood Corp., 318 F. Supp.
1116, 1120-22 (S.O.N.Y. 1970), modified and affirmed, 446 F.2d
295 (2d Cir.), cert. denied, 404 U.S. 870 (1971), and cases cited
therein.

--4--
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295 (2d Cir.), cert. denied, 404 U.S. 870 (1971), and cases cited
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handy means for competitors to impose a "compulsory
license" upon every patent owner. 15

The Federal Circuit further warned of the possibility of putting
the infringer in a "heads-I-win-tails-you-Iose" position by only
requiring damages in an amount the defendant would have paid
absent the infringement. 16 In essence, the court was stating
that the infringer must pay more than whatever royalty could have
been in fact negotiated.

Factors In Determining A Reasonable Royalty Rate

In applying the hypothetical negotiation method, courts have
set out factors which they felt would have been considered by the
parties during such a negotiation. These factors range from the
broad to the very narrow and case specific. The exact factors
which will be considered by a court vary on a case by case basis.
There are, however, certain factors which have received more
consideration than others.

In the seminal case addressing this type of negotiation,
Georgia-Pacific v. united states Plywood Corp. ,17 the court
compiled from prior case law what it felt were the most i mportant
factors in a reasonable royalty determination. These factors are
as f o l.'lows r '!

1. The royalties received by the patentee for the
licensing of the patent in suit, proving or tending to
prove an established r oya l t.y ;"

2. The rates paid by the licensee for the use of other
patents comparable to the patent in suit. 2o

15 Panduit Corp. v. Stahlin Bros. Fibre Works, 575 F.2d at 1158.

16 Id. quoting Troxel Mfg. Co. v. Schwinn Bicycle Co., 465 F.2d
1253, 1257 (6th Cir. 1972).

17 318 F. Supp. 1116 (S.D.N.Y. 1970), modified and affirmed, 4 4 6
F.2d 295 (2nd Cir.), cert . denied, 404 U.S. 870.

18

19

Id. at 1120

See discussion of an Established Royalty, infra.

20 See TWM Mfg. Co., Inc. v. Dura Corp., 789 F.2d 895, 900 (Fed.
Cir. 1986) (for related factor of whether a non-infringing
alternative existed).

18

19

--5--
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3. The nature and scope of the license, as exclusive or
non-exclusive; or as restricted or non-restricted in
terms of territory or with respect to whom the
manufactured product may be sold. 21

4. The licensor's established policy and marketing program
to maintain his patent monopoly by not licensing others
to use the invention or by granting licenses under
special conditions designed to preserve that
monopol y ; "

5. The commercial relationship between the licensor and
licensee, such as, whether they are competitors in the
same territory in the same line of business; or whether
they are inventor and promotor. 23

6. The effect of selling the patented specialty in
promoting sales of other products of the licensee; the
existing value of the invention to the licensor as a
generator of sales of his non-patented items; and the
extent of such derivative or convoyed sales.~

7. The duration of the patent and the term of the
license. 25

21 See Water Technologies Corporation v. Calco, Ltd., 714 F.
Supp. 899, 905 (N.D. Ill. 1989) (exclusivity of licensing
considered in determining a reasonable royalty).

22 See Studiengesellschaft Kohle, m.b.H. v. Dart Industries,
Inc., 862 F.2d 1564, 1569 (Fed. c i r . 1988) (patentee's unusual
licensing practices of a most favored licensee clause including a
4-3-2% sliding scale royalty with up front payments was
considered relevant in determining a reasonable royalty) .

23 See Deere & Co. v. International Harvester Co., 710 F .2d 1551,
1559 (Fed. Cir. 1983) (patentee and infringer were the two
largest competitors in the field and competition for market share
considered a relevant factor).

24 See discussion of Collateral Benefits and Convoyed Sales,
infra.

25 See Trio Process Corp. v. L. Goldstein's Sons, Inc., 612 F.2d
1353, 1357 (3rd Cir. 1980) (duration of license as a result of
the duration of patent rights which remain with the patentee will
affect licensees' willingness to pay a higher royalty based on,
among other things, their ability to build up good will over a
period of time through sales and marketing which will carryover
after the patent rights have expired).

--6--
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8. The established profitability of the product made under
the patent; its commercial success; and its current
popular i ty . 26

9. The utility and advantages of the patent property over
the old modes or devices, if any, that had been used
for working out similar results. n

10. The nature of the patented invention; the character of
the commercial embodiment of it as owned and produced
by the licensor; and the benefits to those who have
used the invention. 28

11. The extent to which the infringer has made use of the
invention; and any evidence probative of the value of
that use. 29

12. The portion of the profit or of the selling price that
may be customary in the particular business or in
comparable businesses to allow for the use of the
invention or analogous inventions.~

13. The portion of the realizable profit that should be
credited to the invention as distinguished from non­
patented elements, the manufacturing process, business

26 Id.

27 See Panduit Corp. v. Stahlin Bros. Fibre Works, Inc., 575 F.2d
1152, 1159 (6th Cir. 1978) (the utility of the patented product
over acceptable non-infringing substitutes is a factor to be
considered) .

28 See Radio Steel & Mfg. Co. v. MTD Products, Inc., 788 F.2d
1554, 1557 (Fed. Cir. 1986) (argument by the infringer that a low
royalty was appropriate because the patented wheelbarrow was a
limited contribution to the art).

29 See Hanson v. Alpine Valley Ski Area, Inc., 718 F.2d 1075,
1080-81 (Fed. Cir. 1983) (a reasonable royalty determined as a
percentage of energy cost savings the infringer realized from his
use of the patent owner's snow-making method).

30 See Stickle v. Heublein, Inc., 716 F.2d 1550 (Fed. Cir. 1983)
(since the industry standard was to not require a royalty after
purchase of food processing equipment, a willing licensor could
not have reasonably expected a use royalty from either the maker
or user) .

--7--
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risks , or significant features or improvements added
by the infr inger . 31

14. The opinion testimony of qualified experts. 32

15. The amount that a licensor (such as the patentee) and a
licensee (such as the infringer) would have agreed upon
(at the time the infringement began) if both had been
reasonably and voluntarily trying to reach an
agreement; that is, the amount which a prudent licensee
- who desired, as a business proposition, to obtain a
license to manufacture and sell a particular article
embodying the patented invention - would have been
willing to pay as a royalty and yet be able to make a
reasonable profit and which amount would have been
acceptable by a ~rudent patentee who was willing to
grant a license. 3

The Georgia-Pacific court cautioned that these factors are only
suggestions for consideration. Each court may choose any factors
it wishes in making its determination. The courts often will
choose some of Georgia-Pacific's broad factors and combine them
with more specific factors of the particular case.

The court in Georgia-Pacific also set out business ·f a c t or s
wh i c h it felt parties involved in a "hypothetical negotiation "
would consider relevant. The court realized that such a
negotiation "would not occur in a vacuum of pure logic.,,34 The
hypothesis is that a marketplace confrontation would involve
consideration of factors such as the parties':

. . relative bargaining strength; the antici­
pated amount of profits that the prospective
licensor reasonably thinks he would lose as a
result of licensing the patent as compared to the
anticipated royalty income the anticipated amount
of net profits that the prospective licensee
reasonably thinks he will make; the commercial
past performance of the invention in terms of

31 See discussion of Entire Market Value Rule, supra.

32 Opinion testimony of qualified experts is relevant in every
royalty determination to the extent determined by the court.

33 See Georgia-Pacific Corp. v. United States Plywood, 318 F.
Supp. 1116 (S.D.N.Y. 1970), modified and affirmed, 446 F.2d 295
(2d Cir.), cert. denied, 404 U.S. 870 (1971).

34 Id. at 1121.

- ----- _.. .._..~---_.
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(2d Cir.), cert. denied, 404 U.S. 870 (1971).

34 Id. at 1121.
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pUblic acceptance and profits; the market to be
tapped; and any other economic factor that
normally prudent businessmen would, under similar
circumstances, take into consideration in
negotiating the hypothetical license.~

These are examples of yet more possible considerations in
determining a reasonable royalty.

A brief analysis of the above-mentioned fifteen factors
reveals some of their characteristics. Factors one, two and
three fall into a group which relates to specific and general
market conditions in the pertinent industry. They examine what
the general or "established" royalty has been for the patented
product or process. Factors four through fifteen fall into a
group which relates to the anticipated profitability of the
product or process as patented for manufacture, use, or sale by
the infringer. More specifically, they examine the range of
possible rates a licensor and licensee would agree upon. Some of
these factors in and of themselves have independent significance
and have become well-established considerations.

While the only limit to the types of factors which courts
may consider is the ingenuity of attorneys, a brief look at some
of the well-established factors as set out in Georgia-Pacific may
be insightful.

Established Royalty Rate

The concept behind an established royalty is that a patent
owner may recover, usually as a minimum amount, the royalty rate
established by prior actual licenses for acts comparable to those
engaged in by the infringer. 36 An established royalty is a rate
that has been freely negotiated, uniform, secured before the
infringement complained of, and which has a sufficient number of
licensees. 37 Rates that have been agreed to under a threat of
litigation or in a settlement agreement have been given little
weight by the courts in determining an established royalty. The

35 Id.

36 See Hanson v. Alpine Valley Ski Area, Inc., 718 F.2d 1075,
1078 (Fed. Cir. 1983).

37 Rude v. Westcott, 130 U.S. 152, 9 S.ct. 463 (1889).
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key requirement in proving an established royalty has been the
showing of a sufficient number of "like" agreements. 38

As mentioned, the established royalty rate is usually seen
as the minimum recovery and not necessarily the maximum. For
example, assuming an established rate exists, the patent owner
would not be precluded from showing under a reasonable royalty
theory that the rate was unfairly depressed because of widespread
infringing activity.39 This example demonstrates how courts have
recently viewed the established royalty rate. It is often not
seen as a separate consideration in a damage calculations. 40 It
is often difficult to establish the requisite showings of enough
"like" licenses to prove an established royalty, but certainly
this evidence is very probative in a reasonable royalty
determination.

The reason that prior and existing licenses have been
considered as factors in determining a reasonable royalty is
based on: (1) the difficulty in proving and establishing a
royalty rate; and (2) actual results reached by persons with
conflicting economic interests shed great light on a possible
outcome to a hypothetical negotiation. 41 These prior licenses
are often considered an important factor but are by no means
decisive. They have been required by courts to have a similar
characteristic to the hypothetically negotiated licenses. 42 The
significant aspect of using existing licenses in this way is that
even though they may not establish an existing royalty, they can
be considered valuable evidence on many grounds. Prior and
existing licenses may give evidence of the patentee's licensing

38 Deere & Co. v. International Harvester Co., 710 F.2d 1551
(Fed. Cir. 1983) (the court found that a single license given to
a minor competitor cannot be accepted as an established royalty) .

39 Trio Process Corporation V. L. Goldstein's Sons, Inc., 612
F.2d 1353 (3d Cir. 1983).

40 Hanson V. Alpine Valley Ski Area, Inc., 718 F.2d 1075 (Fed.
Cir. 1983). See also Arriflex Corporation V. Aaton Cameras,
Inc., 225 USPQ 487 (S.D.N.Y. 1984) (established royalties used as
a factor in determining a reasonable royalty) .

41 Trio Process corporation V. L. Goldstein's Sons, Inc. 612
F.2d 1353 (3rd Cir. 1983).

42 See Studiengesellschaft Kohle, m.b.H. V. Dart Industries,
Inc., 862 F.2d 1564 (Fed. Cir. 1988).
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practices;43 industry standards covering the patent;~ if the
patentee has in the past been willing to license and to what
extent;~ and the relationship between the parties.~ Prior
and/or existing licenses between the patentees and the infringer
are obviously given great weight by the courts. They may be the
single most revealing factor in determining how a possible
negotiation would have transpired and resulted. Licenses
obtained under threat of litigation or based on settlement
negotiations between the patentee and the infringer may be given
some consideration, but always with a skeptical eye.

The Analytical Approach

While the hypothetical negotiation method for formulating a
reasonable royalty remains the primary calculation tool, another
approach has been accepted by the courts. Under the analytical
approach, the starting point for a hypothetical negotiation is a
review of the infringer's profits. Although this method may seem
directly at odds with section 284, it has recently gained wide
acceptance by the courts. 47 This approach works by determining
the infringer's anticipated net profits from which is subtracted
some "standard" kind of profit level for the infringer to obtain
the remaining portion, which is then awarded to the patentee as a
reasonable royalty.48 This methodology thus shifts the
hypothetical negotiation approach from what . would have been
negotiated in a fictitious licensing agreement, to what ·actually
occurred and what should be paid in damages. Courts applying
this approach will permit evidence regarding what the infringer

43 See ide (evidence showing a preferred licensee status of a
non-infringer and the rates of royalties paid under that license
were held probative of a reasonable royalty).

M See stickle v. Heublein. Inc., 716 F.2d 1550, 1562 (Fed. Cir.
1983).

45 See Polaroid Corporation v. Eastman Kodak Company, 16 USPQ2d
1481 (D. Mass. 1990).

46 See Georgia-Pacific Corp v. U.S. Plywood Corp., 318 F. SUpp.
1116 (S.O.N.Y. 1970), modified and aff'd., 446 F.2d 295 (2d
Cir.), cert. denied, 404 U.S. 870 (1971).

47 See TWM Manufacturing Co .. Inc. v. Dura Corp., 789 F.2d 895
(Fed. Cir. 1986); Tektronix, Inc. v. united States, 552 F.2d 343
(ct . Cl. 1977); George-pacific Corp. v. U.s. Plywood Corp., 446
F.2d 295 (2d cir.), cert. denied, 404 U.S. 870 (1971).

48 Id. See also Tektronix, Inc. v. The united states, 552 F.2d
343 (ct. Cl. 1977).

'-'-- ~ - . . -
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believed his anticipated profits would have been at the time of
infringement. 49 They generally will not permit evidence of
actual losses to be admitted so as to defeat any possible
recovery by the patentee.~

Evidence of the infringer's actual profits is also admiss­
ible as probative in determining his anticipated profits. 51 This
forward-looking approach is typically used when the defendants'
actual infringement profits have been high. The courts have used
the infringer's actual profits as a sort of gauge in deciding if
the hypothetically negotiated royalty they determined was in the
correct range. 52 They have even gone as far to say that the
reasonable royalty may be set as a percentage of the infringer's
actual profit. 53 These are examples of still more factors which
a court may consider in determining a reasonable royalty.

Collateral Benefits and Convoyed Sales

Another set of factors in determining a reasonable royalty
focuses on "related products". Courts have been willing to
consider the collateral benefits an infringer would realize from
the convoyed sale and/or collateral sale of parts, supplies,
accessories and associated products.~ The basis of the
consideration stems from the theory that a willing licensee wh o

49 Trans-World Manufacturing v. Al Nyman & Sons, Inc., 750 F.2d
1552, 1568 (Fed. eire 1984).

50 See Panduit Corp. v. Stahlin Bros. Fibre Works, Inc., 575 F.2d
1152 (6th eire 1978).

51 Trans-World Mfg. Corp. v. Al Nyman & Sons, Inc., 750 F.2d at
1568.

52 Georgia-Pacific Corn. v. united States Plywood Corp., 318 F.
Supp. 1116 (S.D.N.Y. 1970), modified and affirmed, 446 F.2d 295
(2d Cir.), cert. denied, 404 U.S. 870 (1971).

53 Fromson v. western Litho Plate & Supply Co., 853 F.2d 1568,
1577 (Fed. eire 1988).

~ Deere & Co. v. International Harvester Co., 710 F .2d 1551,
1554-55 (Fed. Cir. 1983) (where sales of harvesting combines
would reasonably be expected to result from sales of the patented
corn harvesting device. The patented item made it possible for
the first time to harvest corn with a combine and therefore
created a market for this more expensive item. The court
determined that a prospective licensee of the patented harvesting
device could reasonably expect to receive collateral benefits and
therefore, would be willing to pay a higher royalty fee).
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could expect to make sales of collateral items from his use of
the patented product would be willing to pay an increased
royalty. Correspondingly, if the patentee is also in the
business of selling the patented products, as well as those
related products, he would reasonably expect a higher royalty to
compensate for his loss.

As mentioned above, there are two types of collateral
benefits specifically considered by the courts: convoyed and
collateral sales. Collateral sales differ from convoyed sales in
that they are usually considered the by-product of the sale of
the patented item, whereas convoyed sales are seen as an
accompaniment to the original purchase of the patented product.
For example, if the patented product is a paper towel dispenser,
a collateral sale may be a subsequent sale of paper towels to
restock the machine. On the other hand, a convoyed sale may be a
non-patented wall mounting device which is sold along with the
paper towel dispenser. Collateral sales may also be seen as an
ongoing benefit whereas convoyed sales are usually a one-time
enrichment. Please do not confuse the factor of convoyed sales
with the entire market value rule. A convoyed sale is made on an
item which is not an actual part of the patented product. The
distinction between convoyed and collateral sales may be
difficult to make, but it is important that you realize that
these sales are a factor at arriving at a reasonable royalty
rate.

A Recent Case Example

It may be of some value to look at a particular case
involving the determination of a reasonable royalty which
involved a university as the patent owner. The case of Water
Technologies Corporation v. Calco, Ltd. ,55 involved the Kansas
state University Research Foundation and its exclusive licensee
Water Technologies Corporation. The defendants, Calco, Ltd. and
William J. Gartner, were found to have infringed four patents
owned by the plaintiffs. The patents covered methods of
disinfecting water using demand bactericide resins. The original
damage calculation was based on lost profits, but the Federal
Circuit determined that the requisite showings did not support
such an award. 56 Upon remand, the district court heard evidence
from all parties on determining a reasonable royalty. The
plaintiffs argued that prior licenses for the patents covered in
suit were direct evidence of royalties which should have been
awarded. They determined that a sliding scale of the royalties

55 850 F.2d 660 (Fed, Cir. 1988), aff'd in part, rev'd in part,
remanded, 714 F.Supp. 899 (N.D. Ill. 1989).

56 Id., at 672.
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would have amounted to a figure of 30% of the defendants' sales
of the patented products. The defendants countered with a 5%
figure based on their purported "licensing" of the infringing
product.

The court began its analysis by rejecting both parties'
calculations. It first took issue with the plaintiff's 30%
figure. It noted that the patents, as of the date of licensing
and thereafter, had met with little commercial success and would
have had difficulty in commanding a 30% royalty. The court then
examined the defendants' sham licensing agreements. The
defendant had agreed to license the infringing product between
themselves. The court determined that the defendants licensing
practices were improper for two reasons . First, the licensing
agreements were entered into with knowledge of the plaintiff's
patents. Therefore, the court held that adapting the defendants'
calculations "would allow two infringers to enter into a sham
licensing agreement with a low royalty figure, and then claim
that this manufactured figure represents a reasonable royalty. ,, 57

Second, the court held that even if this 5% figure was not a
sham, the defendants had acted improperly in the face of the
plaintiff's known property rights. As a result, the court
declined to establish a rule such as the one requested by the
defendants.

Finally, the court set out the factors which it felt were
controlling. They first dealt with the commercial success of t h e
patents. Even though the court felt the patents had not
established themselves in the market, the court noted that there
had been some change in this position. Perhaps the most
significant factors considered were the expressed desire of the
defendants to enter into a licensing agreement with the plaintiff
just prior to their infringement and a soon to be closed
licensing agreement deal between the plaintiff and a major u.s .
corporation. The court saw these factors as an indication of t he
increased interest in the patents. Also factored into the
calculations was the lack of comparable non-infringing products.
The court determined that a 20% royalty based on the defendants'
sale would be a just and reasonable royalty in light of the
aforementioned factors.

Although some courts have permitted the consideration of the
infringer's profit margin in determining a reasonable royalty,
this consideration was rejected by the Water Technologies court.
It felt that the use of this factor would be a back door into the
calculation of damages based on lost profits, a basis of damages

57 Water Technologies Corp. v. Calco, Ltd., 714 F. Supp. 899, 9 06
(N.D. Ill. 1989).

------ - - - ~ ~ - ----
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which had earlier in this case been explicitly rejected by the
Federal Circuit. D

Lost Profits

A shift in focus is now required to complete the picture of
damage calculations in patent infringement suits. If a patentee
can prove that "but for" the infringer's improper acts, he would
have made greater sales, charged higher prices or incurred lower
expenses, he is then entitled to be awarded damages in the form
of lost profits. 59 The burden of proof on the patentee is one of
a reasonable probability.~ The burden is more easily satisfied
when there exists a two-supplier market.

A leading case in determining lost profits, Panduit Corp. v.
Stahl in Bros. Fibre Works, Inc. 61

, has set out a four-prong test
for establishing a reasonable probability that "but for" the
sales by the infringer, the sale would have been made by the
patentee:

(1) Whether a demand existed for the patented product
during the period of infringement;

(2) Whether there was an absence of acceptable
manufacturing sUbstitutes for the patented product
during the period of infringement;

(3) Whether the patentee had the manufacturing and
marketing capabilities to have supplied the
patented product to the customers who bought the
infringing product;~

58 Id. at 905.

59 Bio-Rad Laboratories, Inc. v. Nicolet Instruments Corp.,
739 F.2d 604, 616 (Fed. eir.), cert. denied, 105 s.ct. 516
(1984) .

~ Lam, Inc. v. Johns-Manville Corp., 718 F.2d 1056, 1065 (Fed.
Cir. 1983).

61 575 F.2d 1152 (6th eire 1978).

62 Polaroid Corooration v. Eastman Kodak Company, 16 USPQ2d 1481
(D. Mass. 1990) (patentee did not have a presence in certain
markets and therefore was precluded from obtaining lost profits
for those infringing sales. The award for those sales was based
instead on a reasonable royalty).

-- - - , - - -
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(4) The amount of profit the patentee would have made
on the lost sales.

This test, while not the exclusive method of determining
lost profits, is the most frequently utilized and has been
approved by the Federal Circuit. 63 One of the most difficult
determinations of the four factors may be that of number two (2).
The determination of exactly what is or is not an "acceptable
substitute" is difficult to establish. Many market, production
and sales factors may be considered by a court in making this
determination.

Whether a truly "acceptable substitute" ever exists has
recently corne under scrutiny by the courts. The court in Panduit
noted that the "acceptable substitute" must be viewed with some
skepticism and reservation considering that an infringer had
chosen to risk infringement rather than to use the alternate
product. 64

Pro-Rata Market Share Technique

Once a court determines that lost profits have been proven
by the patentee, it will make a determination on the extent of
the award based on the patentee's market share. The court will
determine what percentage of the pertinent industry is controlled
by the patentee. The next step is the determination of ·the
number of sales that the defendant has made of the infringing
product. Then, the court will apply the patentee's market share
percentage to the number of infringing sales to determine the
number of units for which the patentee is entitled to lost
profits. The remaining sales made by the infringer are used to
calculate a damage award based on a reasonable royalty.

The first use of the pro-rata market share technique was
recently made by the Federal Circuit in State Industries. Inc. v.
Mor-Flo Industries. Inc. 65 The court determined that the
patentee had a 40% market share in the relevant industry and, as
a result, held that 40% of the defendants' sales of the
infringing product was subject to lost profit damages. The
remaining sales made by the defendant (60% of the total
infringing sales) were held to be sUbject to a reasonable royalty

63 See Datascope Corp.
(Fed. Cir. 1989).

v. SMEC. Inc., 879 F.2d 820, 822-23

64 See Panduit Corp. v. Stahlin Bros. Fibreworks. Inc., 575 F.2d
at 1162.

65 883 F.2d 1573, 1577-80 (Fed. Cir. 1989).
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determination.~ Assuming lost profits may be proven, this new
market share technique may be the wave of the future for
determining damages in an infringement action involving a multi­
competitor market.

It should be noted that the court's opinion does indicate
that the patentee could possibly have had the right to add the
market share of other infringers in the industry to its share and
to apply that percentage to infringer's portion of the market.
The patentee had, however, only asked for its market share as
lost profits, and therefore, the court felt it unnecessary to
take this measure.~

Lost Profits - other Factors

The range of factors which may be considered in a
calculating lost profits can be as broad as those for determining
a reasonable royalty. Courts may look at the patentee's product
quality, production capabilities and methods, marketing history,
related product lines, good-will in the industry, management
quality, and price cuts which the patentee made as a result of
the infringement. Consideration is also given to world or
regional economics, the presence of grey market goods and the
desirability of the product in the market. The infringer's
actual sales is of course, a top priority in this determination.
These are just some of the multitude of factors a court may
consider in establishing damages based on lost profits.

Government Funded Research

One final area concerning patent damage awards warrants
discussion. This is the law governing government funded
research. In considering the licensing of patents from
universities, one should keep in mind this area of law and how it
may play a role in possible damages determination. The following
is a brief outline of the present state of the law in
interpreting the patent rights granted under government funded
research and development contracts.

Prior to 1980, the licensing and ownership of patents
obtained with government funded research was controlled by the
individual government agency which provided the funding. In a
quest to unify the many different government agency policies and
related regulations, Congress, in 1980, enacted the University
and Small Business Patent Act 35 U.S.C. § 200 et seq. The policy

~

67
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considerations behind this act were to promote the utilization of
inventions arising from federally assisted research; to promote
collaboration between commercial concerns and non-profit
organizations; and to ensure that the government obtains
sufficient rights in federally supported inventions to meet the
needs of the government and to protect the pUblic from non-use or
an unreasonable use of an invention. The statute underwent
modifications in 1984 and 1988.

The statute provides for two possible ownership outcomes.
The first is permitting the ownership rights to remain with the
inventor. The government, as a result, would be granted an
irrevocable, non-exclusive, royalty-free license. The second
possibility is that title would vest in the government with the
inventor obtaining similar rights as the government gained in the
first situation. In the first situation, the subsequent licensing
rights and/or duties would rest with the inventor.

Perhaps the most significant section of the statute is the
provisions relating to the government's "march-in rights". This
is the section within the Act which has best ensured that a
government funded patent will benefit society. Under § 203, if a
party who has obtained rights under the Act has not licensed the
patent in a way which will exploit its benefits, or if a party to
whom the patent was licensed is similarly negligent, the
government may "march-in" and grant additional Licenses . This is
a determination made by the agency who granted the research
funding. This action may be prosecuted if:

(a) action is necessary because the contractor or assignee
has not taken, or is not expected to take within a
reasonable time, effective steps to achieve practical
application of the sUbject invention in such field of
use;

(b) action is necessary to alleviate health or safety needs
which are not reasonably satisfied by the contractor,
assignee, or their licensees;

(c) action is necessary to meet requirements for public use
specified by federal regulations and such requirements
are not reasonably satisfied by the contractor,
assignee, or licensees; or

(d) action is necessary because the agreement required by
section 204 has not been obtained or waived or because
a licensee of the exclusive right to use or sell any

--18--
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sUbject invention in the united states is in breach of
its agreement obtained pursuant to section 204. 68

This section is particularly important when you consider
that the licensor may have granted an "exclusive" license to a
manufacturer. The government, upon making the requisite
determination, may remove the exclusivity of that license. This
factor as well as the other statutory rules enacted in this
legislation must be kept in mind as possible considerations in a
reasonable royalty determination.

68 35 U.S.C. § 203. section 204 deals with a requirement that
the licensee's use or manufacture of the patented item will be
done "substantially" within the united states.
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Assignment of Lead Agency
Implementation of P.L. 96-517

for

As you may know, we will soon issue a new OMB Circular which
provides uniform implementing guidance for the Government
patent policy section of Public Law 96-517, -The Patent and
Trade1llarJc Amendments of 1980." This Act gives nonprofi t
o rganizations and small businesses a first right of refusal to
title in inventions they have made in performance of
Gove rnment grants and contracts. The Act takes precedent OVEr
app:oximately 26 conflicting statutory and administrative
poLi c i e s . . " .

S ince the Act is a fundamental change in the more traditional
policy of Government ownership to inventions made w i th its
support, we believe it is essential that a lead agency be
designated to review agency implementing regulations;
disseminate and collect information, monitor administrative
or c~pliance measures, evaluate the Act's implementation, and
r e conmend appropr i a te changes to OMB/OFPP. (A more deta iled
list of proposed lead agency funotions and staffing is
provided in Attachment A.)

The Department of Commerce seems the natural choice for
assignment of this new lead agency function due to its prior
experience and wide ranging interest in technology transfez.
productivity, a nnove t.Lon and Government patent policy. In
order to take full advantage of Commerce's experience and to
support the expansion of the concept of P.L. 96-517 to all
recipients of Federal research and development funding r the
proposed functions include author i ty to collect information
and recommend policy And regulatory changes that affect
recipients beyond those covered by the Act.

recipients beyond those covereo Dy ~De ~L.
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I hope you will accept the responsibility for the le~d agency
which we believe will be challenging an~ rewar~ing. I would
appreciate your aesignattn9 an official to work with my staff
in developing the details necessary to assure smooth
implementation of the Circular and the lead agency.

I have designated Don Sowle, the Administrator of the Offioe
of Federal Procurement Policy as my staff focal point, who has
responsibilitiy for issuing patent policy regulations
implementing P.L. 96-517.



Issue

_ . '." ':':L'

, - ~

. _ . . . .\..;-...

:'he Director

Donald E. Sowle
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The ·Patent and Trademark Amendments Act ·o f 1980" repi?als. ?6
" g:n. cy statutes and regulations and establishes a ~et , of
o , :':.:i e l i ne s for giving universities, non-profit organH!;ations
_c.d sma l l businesses the right of first refusal of title to
~ nventionB resulting from p€rformance of Government grants and
c o n t rac t s . As noted in the Senate Report accompanyi nq the
bill t "patent polic iss • • • represent a ser Lous impedi,nent to
the effective tranaferral ' of new technologies. II The bill
represents "an important first step in turning around the
und e s i r a bl e productivity and innovation slumps that the United
States is now experiencing.-

Background- -

SUBJECT: Decision Paper Assignment of Lead Agen=y fo=
"Patent , Trademark Amendments Act ot 1980~ (P.L.
96-517)

" ..ablishment of uniform regulations implementing the pubject
Act requires that OHB decide which agency should receive the
Le ad agency a s a i qnrnerrt; to oversee implementation of the law
and re<Julations.

On Jane 3" 1ge1, the Office at Federal Procurement Policy
(OFPP) sought your decision about whether· -~-uniform--Government­
wide regulations implementing the Act for both procurement and
g~ant transactions (ahould) ·be. issued by oJ-m.- · You concurred,
and OFPP, with the . s uppor t of Intergovernmental ~ffairs
Division (IGA), issueci Bulletin 81-22, "Patenta:'--Small
Business Firms and Non-Profit Organizations, ·Bettin~ forth
interim regulations with public comments due by septe~er 1.
lie have completed the assessment of comments received a ·nd will
Boon be submitting a revised Circular for you~ signature.

Boon be submitting a



I n order to c or.p l.e t .e pr e p a r e t Lon of a Fin~l Circular, the
issue of which ~genay 8houl~ be assigned lead responsibility
must be decided. On the earlier memo ci ted above, you
selected the lea~ agency alternative rather than other
approaches and suggested the Department of Commerce.

..\ .'-
Discussion

~.. .

The Act i tselt specifies no lead agency, nor does the
legislative history indicate any desire for such a mechanism.
The Act applies statutory requirements on all Federal agencies
generally, with only limited oitation of specifio agenci~s for
technical or pro forma functions. The following discusses the
choices, then recommends that the Department of Commerce be
assigned the role.

Relationship to Current Situation. Recently the Congress has .
stipulated a lead agency to implement a similar bill
introduced by Senator Barrison Schmitt (R. -New Mex.). This
bill (S. 1657) extends to a1l pr ivate organizations,
regardless of size , the rights to patents as are now conferred
on small businesses and non-profit organizations. There is a
corr.panion measure in the House (H.R. 4564) introduced by
Congressman Allen Ertel (D. PA). The Schmitt bill designates
Commerce as lead agency, while the Ertel bill cites a spec1al
coordinating council. The Administration has testified· in
support of the Schmitt Lead Agency concept, although reserving
to the President the choice of which agency to serve as lead.

Also, the OMB ABsociate Director for Management has an
initiative under way to designate or redesignate lead agency
responsibil i ty for all 61 generally applicablf! requirements
tied to assistance programs. Assignment of II lead agency for
the new patent requirement is fUlly consistent with that
program.

Lead Agency Selection. To assess which agency should receive
the lead, it is necessary to identify the functions that a
lead agency would fulfil.l. _ "I n general, the agency would
provide advocacy, and assess-~~fectiveness of P.L. 96-517. It
would review agency implementing . regulations and procedures
and disseminate information both wi thin and without
Government; evaluate the Act I s implementation and recommend

~- , - .
~7--- .
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c. Technology transfer,

8. Patents and patent law:

b. Technological innovation and commercialization,

. - ---- --
. -

. - ---- - -
. -

following
the above

-=- :-- - - -

~. :-- .- - -

the
meet

In Bununary,
capacity to

o .

o .

_ _ ~ .--, .L e Ch l::.~lges to OHB/OFPP, and oversee n e c e s s a r y
;~rni n ist r 8 t l ve' or other compliance meas u r e s . A mo r e detaile~

lis t o f proposed Lead : . agency functions La shown in
At t a chmen t A. -- ", -'. . : ~. .. ~ '._ '- '.'--- > . .

c~>::.:. . ':.A: ! .) ~. :' i =~ ~ ~ o.'1 p:-c':)( TIc . - 'lt:: J t'- :· - - ~ r- ~r ~~ ...

_ _ ~~ ~ ~y~C" uu~~ no~ suggest an appropriate
affiliation within Justice, and there is reluctance to

Department of Justice -- This choice might allow any
enforcement function to take on a certain formalistic
strength. But our review does not suggest an appropriate
affiliation within Justice, and there is reluctance to

General Services Administration GSA has existing
responsIbilItIes in . the areas of procurement and property
management and regulations. It is also geared to Cleal
with a wide variety of agencies. It is argued , however,
that GSA is not well Buited to leading the effort to
translate intellectual property into new commercial
enterprises. Further, GSA has neither R&D nor patent
programs and would have difficulty in coordinating
cabinet-level agencies outside of its Government
licensing functions. '

\ light of the foregofrig, · we have applied the following
_citeria to assessing which agenoy to designater

1. DOes the .a g e n c y have existing responsibilities in any of
the following areasl

d. Small business advocacy?

- - - - - - - - - - - - _ ._- - - - - - _._ - - - - - - - - - - - - - - - - --=>-=----

2. Doss the agency have sufficient personnel skilled in the
above areas, and in the area of grants and contract monitoring
or cross-agency relations?

3. Is the agency likely to be supportive of the law?

4 . Could the agency expand to take on a larger policy roie
regarding patents and innovation if the Administration should
so dete rmine ?

~ s smen t of Choices.
~ J ani z a t i on s show limited
cr iteria:



attach ~ litigational mentality to i mplementing this law.
T[~e Depar t.m e n t; is unlikely to \<: l'1 n t new f un c t Lon s not
d irectly related to its present low enforcement funotions
and \lIould have j • . llttle active ::J ~ interest 1n the
commercialirlatlon .prooeas • . The Justica. Department has in
the past ·taken .a · poeltion againBt private .ownership of
patents resulting from Government8ponsored R 5 D. .

J ''';~ . : -; . •..". :: :,,- ~ ."\. . # .:: .- t·~ · _ ~ :'" ~ v - --- , ·~~ t ....

National Science Foundation and HHB. - - . These ' agencies
have a strong commItment to basic re8earch and have close
connections to the university cammunity, 'wbere much basic
research and invention takes place. But these agencies
are less familiar with the business world, and would not
be seen by the ' business community as an effective
advocate of applied .research and technology transfer.

OMB!-OFPP/-DSTP -- The Executive Office, primarily OFPP,
has a statutory role in the law and is well situated to
pressure operating agencies not in compliance. It oan
also serve as a prominent spokesman for efforts to
promote innovation. While the Executive Office may . be a
s ui t a bl e policy broker a nd "court of appeals," however,
placing the daily implementat ion burden here would
inc rease the number of operating functions to
Presidential staff.

Small Business Administration -- Th is agency has a Chief
Counsel for Advocacy with responsibilities in alding
s mall ' business innovation. It aleo has staff dedicated
to funneling Government grants lind contracts to small
business. On the other hand, the agency has Iittle
experience with the univer81ty and non-profit
communitiesJ it also could not naturally expand to cover
large businesses should such legislation be enacted. It
would 'have liml ted clout among Cabinet-level
departments.

Patent and Trademarks Office -- This office within the
Department of Commerce deals principally with . the
technical mer its of patent applications and has li ttle
involvement with patent ownership problems, innovation,
productivity issues, or broad patent policy issues. The
Department of Commeroe bas recently testified in behalf
of strengthening PTO as part of an overall effort to
strengthen its patent policy funotions, but PTO in its
present form could not encompass the lead agency role.

I
I
f

I,
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.-.';3 cncy f UJlct{On be aBsigne~ to the Department of Commerce foil
the foll~~lng rea~~~r

_. _ f' ~', ,. ~. . . _ • • • ~ _ . .. . . ~

1. Th= _Depa~ tme :l t . h~II ' . :. :. · , natural scope .~ ..im~ p~eviow;
experience ~. covering pal:enu, commercIal a!fai~B' " ' an~

techno1ogioal lnnovation. Cr ltics might argue that it i.
less experienced in technology transfer nnd bas limlt.d
involvement 'with the' academic community (compared to NSF
,HHB). However, the ~partment is moving to strengthen
its ability to ad~re88 issues of produotivity And
innovation. Itls presenUy reorganizing its economic
affairs llotivi tie. to campr ise an Undersecretary for
Economic Affairs supervising an Assistant Secretary for
Productivity, Technology and Innovation (PTI) •
Furthermore, OSTPrecommends that the academic view,
where Commerce is weak, could be strengthened via an
advisory group utilizing it's statutorily created
FCCSET, as well as NSF.

2. The new Assistant Secretary CPTI) was conceived to use
existing staff resources to concentrate on sector
analysis of major industries. This would give little
attention to technological innovation in the small
business and non-profit sectors. As a cabinet agency
a Lreedy overseeing 8taffs for small business, patents,
promotion of commerce, and industrial analysis, howe~er,

the Deparbnent is best abLe of all the candidates to
reassign or recruit sufficient staff for the proposed
function.

3. Altho\l9h it may be difficu1t to oversee 15uch Departments
as Defense and Bea1tb and Human Services, who may re8i8t
intrusion by a lea~ agency into disposition of their Own
substantial rS5earch programa, B cabinet agency 1s more
likely to succeed than are other can~i~ateB. Even the
Executive ott ice would fa11 to provide the detailed daily
oversight necessary to implement the law. The ABsistant
Secretary (PTI) could represent this function with
suitable rank for most purposes, then have recourse, as
necessary, through the cabinet and working with Exeoutive
Office Stlltf.

4. Commerce has expresse~ support, in principle, tor
updating the patent system 06 an incentive to industrial
productivity. The Department hliS recent1y requeste~ more

_ _ _ _ _ _ _ _ _ ~ ' _ ' _ _ .. ., __ . , ~ ,~ _ _ u , __=_ ,. -=--O.-'--~_..:........,.___''___''_
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r e s ources to st r e n g then its ? cte n t l i c e ~ s ina f
~ unctions,

an~ the Schmitt bill would definitely require CO~erce to
take the lea~ in pa·tent r e f o rra, - .

. " "
5.

~.::;;~ . , .:' ,
" -' ' '

. ~''' . "

OMB ass!9n " , the le8~ agency function specifically to the
Department ,a.-;f. _'Commeroe •

" . 'C~ncur ; " designat.ion lett.er for OMS Director
',- - to. -Secretary of Commeroe is attached •
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A. Funct ions Specific to Public La w 9t:-- 5 17:

1. Revi e w a gency implem en tat ion to det ermi ne cornpl i ance wi th the Act

and OFPP regulations.

2. Develop fonnats and procedures f or t he col lection of util ization
inf orm a tion from con tra ctors and grc.n te es . Coll ect and publish
utiliza t ioo irLf orrnat ion.

3. Provide, as d etermined nec e ss ar y, r ecomm endat ions to OFP P/O ,\m on
changes to Go ve rnrn en t-wirie imple m en ti ng re g ulations.

4. As part of carrying out of f un rt i ons of A.J-3, establish and chair an
adv is or y group or g ro ups , inclu cim g re pr esen tati ves of the 2f en cies and
the grantee/contractor comrnuni t y and oth er private organizations.

5. Operate the NTIS Gove rn ment lice nsing program under the authority of
P.L. 96-517 ar-d provide, ....'h e n det e rmined necessary, r e corri rriendatins
on improvements t hat could be made in this area .

B. G ene ral Functions

1. Re vi e w and e va lua t e the elf ectiveness of existing Govemm ent policies
on the owners hip of inventions by Government contractors, and make
re-corn m eoda t i ons to OMB as to how such po licie s could be improved to
more effectiveJy stimulate i nno vation and productivity.

2. Collect and maintain statistics on G o vernment patent policies and
pr actices to provide a b2...SC fo r policy de ve.io jxnent and evaluation.

3. Establish and chair an a dvisory group o r g r oups , incJuciing
re p r es e n t a ti ves of agencies and pe rf or rn e rs o f C o ve rnrn en t research, to
di scus s isSLY.:S related to C over nm ern po lici es on c wn e rs hi p of inventions
made wi th Co ve rnrn en t support. FCSSET a NSF s hould par ti cipat e.

4. Coordinate administration positions on pr opo sed legislation related to
ownership of inventions mad e .....·ith C o ve rnmrn e nt su pport.

5. O pcr a t e the PTO goYc:mm eni -L:TI pl o )' t:" ~ i nve nt ion di spos i ti oo program
and provide, 'When dc t e r rnirie-o rp-.~c::,..S2.!"Y , r e-cornm en dti on s on
improvements that could be rn a de i n tius 2Je 2:_

5. Oper a t e the PTO goYc:mmeni-L:TI pl o )' c:: ~ i nv e nt ion di s pos i ti on program
and provide, 'When de i e r rn inco w,~ c:...sar y, r eco rnrr. end ti on s on
improvements that could be rn a de in trus 2J C2: .
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are no t reason ab ly sat is fied by the
contractor, ass ignee. or their licens ees;

(3) Suc h act ion is nec essary to mee t
re quirements for pub lic use specifi ed by
Federal regu lations and such
requiremen ts are not re asonably
sa tis fied by the contractor, asaignee. or
licens ees: or

(4) Suc h action is necessary because
the agreemen t required by para gra ph i.
of this clause has not been obt ai ned or
wai ve d or because a licen see of the
axclu aiv e righ t to use or sell a ny subject
invention ill the Uni ted Sl ates is in
breach of such agr eem ent.

k , Special Provisions f or Contracts with
No n-profit Orgcn izaiions

If the contractor is a non -profi t
organiza tion, it agrees that

(1) Rights to a subject inv e n tio n in the
Uni ted Sta tes ma y no t be assigned
with out the anoroval of the Federal
agen cy . excep t where suc h a ss ignment
is ma de to an organiza tion which ha s 65

on e of its primary functi.ons the
managem ent of inv entions an d which is
not, itself. engaged in or does not hold a
subs tantial in terest in oth er
organiza tions engaged in th e
manufacture or sa le of pro ducts or the
use of processes tha t might util ize the
invention or be in compe tition wi th
embodiments of the inv ention provided
tha t such ass ignee wil l be subject to the
sa me pro vis ions as the ~.'l tractor) ;

(2) The contractor may not grant
exclus ive licen ses und er United Sta te s
pa ten ts or pa ten t applica tions in sub ject
inven tions to person s oth er th an sma ll
business firms for a period in excess of
the earlier of:

[i) Five ye ars from firs t commercia l
sa le or use of the in ven tion : or

(ii) Eight years from the da te of the
exclusive license excepti ng tha t time
be fore regu la tory agencies necessa ry to
obtain premark et clearance, unless on a
case-by-case bas is. the Federal ag ency
approves e longer exclu sive lice nse. II
exclusive field of use licenses are
granted. commerci al sa le or us e in one
fie ld of use will not be deemed
commercial sa le or use as to other fields
of use. and a first commerc ial sale or
us e with respect to a product of the
invention will not be deemed to end the
exclusive period to different subsequent
produc ts covered by the inven tio n.

(3) The contractor will share ro ya lti es
collected on a subj ect invention with the
inventor. and

(4) The balance of a!1Y roya lties or
income ea rne d by the contra ctor with
respect to sub ject inven tions . after
payment of expenses (includ ing
pa yments to inven tors ) incidental to the
adminis tration of subject inventions,

produc ts covered by the i~~-e~t i-~;.... n _ ..

(3) The contractor will sha re ro yalt ies
collecte d on 8 sub ject inv ention with the
inventor. and

(4) The ba lance or 8!1Y royalties or
income ea rned by the contractor wi th
respect to subject inventions. after
payment of expenses (including
payments to inv ent ors) inciden tal to the
administration of subj ect inv en tions,

w ill be ut ilized for the supp ort of
scien tific research or educa tion .

1. Communica tions

{Com plete Ac cording to Instructions
at "Part 8.b . of thi s Circular).
fTR Doc. 12~ 1'Iiod 2-1~ 5,45 1m !

M..l..JIotIG Cl:lOE 3110-<11-41



THE WHITE HOUSE

WASHINGTON

February 18/ 1983

~~'lOPANDDM TO THE·H~ADS OF EXECUTIVE DS?ARTMENTS p~~D AG~NCI~S

SU3JECT: . GOVERNMENT PATENT POLICY·

To the extent permitted by law, agency policy with respect ~o

the disposition of any invention made in the perfo=mance of a
federally-funded research andc.ev'elop::1ent contract, g::!:"ant 0:­
cooperatiye_agreernentaward shall be the same or substantially
~he s~~e· as,anulied to small business fi~s and nonprofit
organizations-;nder Chapter 38 of Title 35 of the U;ite~
States Coce.

!n a\....a r d s not subject to C~a!:)1:e= 38 of Title 35 of the
tJr:i -cec. Stat~s Code, any of ,the rights of the Government or
-obliqat:'ons of the perforr::er"c.e:scribec in 35 U.S.C. 202-204
.illaY be waived or omitted if the agency determines (1) that the
interests of tbe United 'States and the general public will·be
bette: served thereby as/ for example, where this is necessary
to cbtain a uniquely or highly ~ualified performer; or (2)
that the award involves co-spor..sored, cost sharing" or joint
venture research and development', and.' the pe=fo!:Wer, co­
spor-sor or joint vent'li~;r is 'making substantial contribution
of funds, fEcilities or ~q\1ip~ent to the work performed under
the awar::' •..

Ir. aCdition, agencies should 'protect t~E ccnfider.tiality of
inve~tio~ disclosure, patent applica~ions and:utilizat~c!l

reports required in per:forrnance or in consequerice 0.= awarc.,s .t.c
t~e exten~ permitted by 35 U.S.C. 205 or other applicable
laws.



THE HHI7E HOUSE

Office of the Press Secretary

For Irr~ediate Release

FACT SHEET

February 18, 1983

President Reagan has today signed a Hernor-anduro to the heads of
executive departments and agencies directing, to the extent
per~itted by law, a revision of the current policy with
respect to rights in inventions made during performance of
Government research and development contracts, grants or
cooperative agreements. This Memorandum directs the agencies
to adopt and implement the same or substantially the same
oolicies for all R&D contractors as those set forth in
Public Law 96-517 {Chapter 38 ' of Title 35 of the United States
Code>' for small businesses and nonprofi.t organizations. It is
intended to ' achieve more uniform and effective Government-wide
policies.

Inventions developed under Government support constitute a " ,
valuable national resource. With appropriate incentives, many
of these inventions will be further developed commercially by .
the private sector. The new pzodu c t svand processes that
result will improve the productivity 6f the u.S. economy,
create new jobs, and improve the position of the U.s. in world
trade. The policy established by the Memorandum is designed

· t o provide such incentives.

Experience has shown that, in most instances, allowing
inventing organizationsto.retain title-to invcntion~ made'···
wit~ Federal support is the' best incentive to obtain_the risk
capital necessary to deveiop technological innovations~ The

. new policy provides tha~i with l imited exceptions, the
inventing organizations 'may retain title to the invention,
subject to ~icense rights ' in the Government which will enable
the Government to use the invention in its own programs. The
Government will also normally retain the right to "march-in"
and require licensing when the inventing organization · fails to
pursue development of the invention. In addition, the
Department of Justice will develo? an appropriate safeguard
against anticompetitive retentions of title by organizations
not subject to Public Law 96-517.

. ~

Denartment of Justice will develoo- .
against anticompetitive retentions
not subject to Public Law 96-517.

- --- --_... , _.........
an appropriate safeguard
of title by organizations
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To the extent permitted by law, th~s Memorandum is applicable
to all statutory programs including those that provide that
inventions be mad~ available to the public. Those agencies,
such as National Aeronautics and Space ~dministration and the
Depar~~ent of Energy, which continue to operate under statutes
vh i cn are inconsistent in respects v i ~h the Hemorandum, are
exoected to make maximum use of the flexibility available to
th~m to comply with the provisions-and spirit of th~
Memorandum.

1n Qrder to promote uniformity, President Reagan has also
asked the Diicctor of the Office of Science and Technolog~

Policy through the Federal Coordinating Council for Science,
"t ng i ne e r i n g and Technology to evaluate the effectiveness of
the implementation of the Memorandu~ and make recommenda­
tions for revision or modLf i.cat Lon of the l-1emorandum, "Ol-1B
<;ircular A-124, "the Federal Acquisition "Regulation, or agency
regulations, policies, or practices; " The agencies will also
provide ~he Council with data on the disposition and utili­
zation of inventions resulting from their programs and on
their usc of patent rights cl~uses, exceptions and waiver
authorities.
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be submitted br the date of thr: romm ence­
ment of t.he na tional STage . FaIlure to
complr wtt.h these requirem en ts shall be re­
garded as abandonment of the application
by the parties thereof, unless it be shown to
the satisfaction of the Commissioner that
such fa ilure to comply was unavoidable. The
payment of a surcharge may be required as
a condition [for] of accepting the national
fee referred to in subsection (cHI) or the
oath or declaration referred to in subsection
tc H4) of this section If t h ese requirements
are not met by the date of the commence­
ment of the national stage. The require­
ments of subse ction (c )(3 ) of this section
shall be complied with b y the date of the
commencement ·of the national stage, lind
failure to co so shall be regarded as a ClUJ- .
eellation of the 'am en dm en ts .te the claims '
In the international application made under
article 19 of the treaty:'.

SEC. [8] 7. (a) Section 372(0) of uue.ss.
United States Code. is amended by-

(1) striking out the period at the end of
paragraph (2) and inserting in Him thereof Il.

eemtcotoni"&lll! .
(2) inserting at the end thereof the follow­

mg:
"(3) the Commiss ioner may require a veri­

fication ot the translation of the interna­
tional application or any other document
pertaining thereto 11 the appllcation or
other document was filed in a language
other than English.",

(b) S ection 372 of title 35. United States
Code. Is amended by deleting subsection (c).

SEC. [9.] 8. Section 376 (a ) of title 35 .
Un ited S tates Code. is amended by striking
out p aragraph (5 ) and r edesignati ng para­
graph (6 ) as paragraph (5) .

SEC. [10.] 9. Title 35. Unit.ed S ta tes Code.
is amende d by s t riking out " Pate n t O ff ice "
each p la ce it a ppears and inserting in [its
place] l ieu thereof "P aten t and Trademark
Office".

SEC. [11.] 10. Notwit hstanding sect ion 2
of t h e Publlc Law 96-517, no fee shall be col­
iected for maintaining a plant patent in
force.

SEC. it. faJ Section f of title 35, United
States Code, u amended to read as [olioios :
-§ i . Board of Patent A.PpnlU aM Interterences

"The examiners·in-chi/d shalZ be perso1l.'l of
competent legal knowledge and scientific
ab i l ity, who shau be appointed under the
classified civil service. The Commissi oner,
the deputy commissioner. the assis tant cern­
m is si on ers. and the examiners- in-chi/d shau
c onst i t u te a B oa rd oj P atent Appew and
I nterferences.

" The Board of Patent Appew and Inter­
ferences shall, on written appeal of an appli­
cant, review adverse decisi ons of examiners
upon app lica t i ons for p atents and stuill de­
t ermin e p riori t v and patentability oj inven­
tion in in terferences declared pursuant to
sec tion 13 5 (0.) of this title. Each appeal and
'in terf er ence shall be heard by at lea.st three
members of the B oard of Paten t Appew a.nd
Interferences, the members to be designated
by the Commissioner. The Board of Patent
Appew and Interferences ha sole p ower tc
{Irani reheanngs.

"Wh enever the Commis sioner co nsiders it
n ccessary to maintain the w or k of the B ocrd
of Patent Appeals cnd Interf erences cUr7ent,
h e m ay designate any patent exa m i ner of
the p rimaTJI examiner grode or h i gher,
having the requesite ability, to serve as ex­
amineT-'in-chi/dfor periods not exc eeding sir
-m on ths each. An examiner so desi gnated
llhall be qual ified to act as a member of the
B oard of Patent Appeals and In terfe rences.
Not more f1l.an one such primary exam iner
shall be a member of the Board of Pa tc n t Ap­
p eals and Intcrfe rences hearing an app eal OT

-Iune 2J, 1984
PATENT LAW AMENDMENTS

Mr. DOLE. Mr_ President. I ask the
Chair lay before the Senate calendar
order No. 1016. S. 1538.

The PRESIDING OFFICER. The
bill will be stated by title.

The assistant legislative t:1erk read
as follows:

A bllI <S. 1538) to amend the patent la~' ot
tbe United States, ., .

The PRESIDING OFFICER. Is
there objection to the tmrpedtate eon­
slderation of. the bill?
. There being no objection. the Senate
proceeded to consider the bill, which
had been reported from the Commit­
teeon the Judiciary v.-i th amendment,
as follows:

cordin9 procedure lor inventwm (U to
trJhich the iJnited States mal' have tne right
0/ ownermip that do not have commercial
potentiaL f'he interagen.cll committee shaU
tuso, aJter obtaining views from tile public,
establish standards for evaluating the com­
mercial potential 01 invention! to which lhe
government mall have tile right of owner­
Ihip. The head of each (I.geney which hCUJ a
6JuniflCant research. program .(Q.$ determined
by tM Secretars (;iJ Commercel shaU desig­
nate either the ,enior technolrx;y transfer Qf­
ficial or the semor research policy official to
plMticipate 68 /I member of the intemgencY
committee. The St!JCTetaryoJ Commerce .hall
Teporl tc the Congress allnuallyon [he use 'Of
'tatuto~ i7tvention TeCord.ings. S1Lch report
lIhall inclurte «n ItSse,sment of the degree to
which agef!cie, ~f lhe FedeTal Government
are making use ~f the statutory invention
recording sustem; tile degree to which 1t <l-i~

S. 1538 the management of federaUli deueloped tech-
Be it enac ted bv tne Senate and House of nolOf/Y, lInd an assessment of~ cost see­

Representatives of the United States of ings to the Fedeml Government of the 1t.!e of
America i,,- Cbngress assembled.. That U:tis such PTocedur~.
Act may be Cited as the "Patent lair five. B. Sectlon 13i 'of title "35, United
Amendments of 1983". » • ~ta~es Code, Is amended by striking out

SEC. 2. (al Chapter 14 oC title 35 , Unit.edW>nma!"Y"'.
S tates Code. is amended b y adding at the [SEC . 4. SectIon 151 ~f title 35, United
end thereof the following new section' ~tates Code. is amended-

• [( 1) by amending the second sentence rn
"~156. "[l"suance of patents ../itbout exarnina- the first paTagraph to read as follows: ~The

ti on] Swt>t-, ;",_iQII rrwrdi~1 notice shall specify the issue fee which shan
" (a) Notwithstandin g any other provisions be paid within three months thereafter. 01'

of this title. the Commissioner is authorized within such shorter time. not less than one
to {issue a patent on an Invention without month. as fixed by the Commissioner in
the examination required by sections .131 such nctice."; and
and 132 of this ti t le.] publi sh a statutoru in · ((2 ) b y s triking out the third paragraph.]
uen tioti regis tration con ta ining the sp ecij'i - SEC. [5.]4. S ection 36l<d ) of title 35.
cction and drowi12{lS of a\regular~yfiled ap- United StaLes Code. is amended by Inserting
plication f or a p atent wiflwut examination. "or wt thin one month [thereafter"] after
except as may b e required to conduct an in- such date" after ~application" in the first
terrerence p roceeding, to determine compli- se ntence.
ance ll.·ith section 112 of this tiUe. 'Or to SEC. [6.J5. Section 366 of title 35. United
review for f ormalities required for printing. States Code. is amended-
if the applicant- (}) by inserting "after the date of with-

-0) waives [all remedies with respect to drawal," after <o eff ec t " ;
the patent and any reissue thereof. arising (2 ) b y inserting <0, unless a claim lor the
under sections 183 and "271 through 289 of benefit of a prior filing date under section
this tiUe and under any other provisien of 365 cc} of this part was made in a national
Federal Iaw, within such 'time as the Com- application. or an in ternational application
missioner speciftes, and] the right to receree rlesignating 'the United States. filed before
a patent on Oze invention within _UGh the date of such withdrawal" before the
period w m.a.y be prescribed: bll the Commis- period -at the end of the first sentence; -and
sioner, and (3 ) by inserting ~w1thdra'll;n" after · 'such"

"(2 ) pays application, publicatiDn end In the second sentence.
other processing tee» [(Celi, which may be SEC. [7.] 6. (a) Section 371<a) of title 35.,
less than those specified in section 41 of this United States Code. is amended by-
title. e stablished by the Commissioner for (1) striking out "is" and inserting in lieu
the fi ling and issuance of such Po patent.] thereof :-may be": and
Commissioner. (2 ) stri king out ". e xcept those fil ed in the

" (b> The waiver under this section shall Patent Office".
lake effect upon [issuance of the patent. No (b) Section .1l71<b) 'of title 35 . United
maintenance fees shall b e required wit.h re- States Code, is amended to read as follows:
sp ec t to patents issued u nder this sec- . " t b ) S ubject . t o subsection (f) of this sec­
ti on .". ] p ub h ca t i on of the statu tory inven - tion. t he nat ional stage shall . comm ence
!i on recording. with the exptratron of the a pplicab le t ime

" tc) A statutory i n vcnl i on recorti ino trub- limit under article 22 (l) or (2 ) of the
l i shet: pursuaru to th is sect i on shall ha.t>e au treaty: '. . . .
of the att ri bu tes specified f or p a ten ts in thu (c ) S ect ion 37lCc )(2 ) of ti tle 35 , United
t i tle except th ose specitie d in section 183. S ta t es C?de. is ame~ded b y- ..
and sections 271 through 289 of this title. A (1) striking out rec:,lved !ro~ and U:':
statuto ry im'ention reco rd ing shall not have sertmg 1D lieu _t h er eof commurucated by •

an y of the attn bu tes specijie d Jo r p a tents i~ ~~) t ik' t " 'f 'ed " b f Wt 1
a ny oth er t itle of this Code. ' : ..s r mg ou ven I e ore rans a·

(b) T hp analysis for chapter 14 of title ~5. t lo(n
d
·. . .

Un it ed S ta t ps Code . is amended b\' adding ) S ection 37l<d) of title 35. Umted
lit t h e end the following: . S tates Code . is amended t<;J read as follows:

"( d) The requlTements Wlth respect to the
~ 1 5 6 . [Issuance of patents without cxamina- national fee referred to in subsection (c)(l)

tion.".] StatutoTJI invention re- the translation referred to in sUbsectio~
/ cording. ... <c) (2). and the oath or declaration referred

I (cJ The SecretaTJI of Commerce shall con- to in subsec tion (c )(4 ) of this section shall
• t ' CTil' a n i nLcr-a gen cy co mmi ttee to co-oTdi- be complied with by the date of the com·

nc !e p c.lic y on the use of the statutory in - mencement of the n ational stage or by such
l' cn!ion recordinr;; procedure by aoencies of later time as may b e fixed by t.he Commis·
the Unitcd States. S uch p olicy shall ordinar· sloner. The copy of the international appl l·
i!:v re qu ire use of the statu tory i nven t i on Te- ca tion referred t o in subse ction (c)( 2) shall

U j LY U.I v ..t.: UC.l. " V UL.C,..] .JjJ<- l..-VH........ " ..... ' .I"'_"''' '~

any other t itle of th is Code. ' :
(b ) T hp a nalysis for chapter 14 of title ~5.

UniTed S ta t es Code . is amended by adding
lit t h e end the following:
~ 1 5 6. [ Issuance of patents without examina-

tion.".] StatutoTJI invention re-
/ cording....

I ( cJ The SecretaTJI of Commerce shall con-
• t ' CTil' a n i nLer-agency committee to co -oTdi­

n c !e p c.liey on t he use of the statutory in -
l' cn!ion recordinr;; procedure by aoencies of
the Unitcd States. Such p olicy shall ordiner·
i!:v re qu ire use of the sta tutory i nven t i on Te-

(2 ) s trlKmg oUt "venuea oo o elore OO LH lJ USl l1 '

t lon".
(d ) S ection 37l<d) of title 35. United

States Code. is amended to read as follows:
"( d) The requirements with respect to the

national fee referred to in subsection (C)(l).
the translation referred to in subsection
<c)(2). and the oath or declaration referred
to in subsection (c )(4 ) of this sect ion shall
be complied with by the date of the com·
m encement of the national stage or by such
later time as may be fixed by t.he Commis·
slon er. The copy of the international appl l·
ca tion r eferred to in subsection (c)( 2) s h all

111 ' 1oA.''',- , .,_.

"Wh enever the Com m issioner co ns iders it
necessary to mai ntain the w or k of the B ocrd
of Paten t Appeals cnd Interferences cUr7ent,
h e may designate any patent exa m i ner of
the primaTJI examiner grode or h i gher,
having the requesite ability, to serve as ex­
aminer-'in-chi/dfor p eriods not excerding sir
'm on ths each. An examiner so desi gnated
llhall be qual ified to act as a me mber of the
Board of Patent Appeals and Interf er ences.
Not more f1l.an one such primary ex am i ner
shall be a member of the B oard of Pa tc nt Ap­
p eals and Interfe rences hearing an app eal OT
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determin ing an inte rference. The Secretaru
of Commerce i.! authorized to fiI the p er
annum rate of basic compensation of each
design ated e:r:am iner·in·chief i n the Patent
and Trademark Office at not in ezcess of the
maximum scheduled rate prO Vided for posi ·
tions at GS-16 pursuant to section 5332 of
t i tle 5, United S tates' Code. The p er annum
rate of basic compe n sa tion of each tiesionat­
ed e:r:a m iner· i n-ch i ef shall be adjusted, at the
cl ose of the period for w(rich he was desis»
nated to act as examiner- in·ch~ t o the per

, annum rate of basic compensation. which he
w ould have been recei ving 'a t ' the cl ose of
su et»p eriod iJ such designation had not been
made- ",

tb } The i tem relating to section 7 in the
anal ysis fo r chap te r 1 of t itle 35 . Un ited

. Sta tes Code , is amended by inser t i n g " Boa rd
of Patent App eals and I n terf er en ces" i n l i.eu
of " B oard of Appeals ".

SEC. 1Z. Secti on 41fal(61 of t itle 35. Un ited
States Cod e, is amended by i 1l$er tin g "B oa rd
of Pate nt Ap peals and I n terf erences" in l i eu
of " B oa rd of Appeals ". each place 'i t appears
a nd insert ing " i n the appeal " aJter " o ral
hearing".

SEC. 13. ta) Section 134 of ti t le 35. U n i t ed
States Code. including the section heading.
is amended by i1l$erting " B oa r d of Patent
Appeals and Interferences " in lieu of "Boa r d
of Appeals " each place it ap pears.

(b) The item rela t ing to sect i on 134 in the
analysis f or ch ap ter 1 2 of title 35. U n i ted
States Cod e, is amended by insertino " Boar d
of Paten t Appeals and In te rf erences" i n lieu
of "Board of Appeals ".

SEC. 14 . ta ) Secti on 13 5(a l of t itle 35,
, United States Code. is ame nded t o r ead as
f ollows:

" (a) Whe never an appl i ca t i on 'is made f or
a patent which, in the op inion of the Corn­
missioner, would int erf ere wi th a n v p en ding
application, or w i th a nv unexpi red p a tent,
an i nterf erence ma:v be dec la r ed a nd the
Commissioner shall gi ve n otice thereof to
the applicants. or ap p l i cant and p a ten tee.
as the case m a y be. The B oard of Patent Ap·
p eals and Interf erences shall detennine the
priori ty and patentability ot i n v en tion in
inte rfe rences . An:v final decision, if adverse
t o the cl aim of an applicant, shall constitute
the f inal ref usal by the Patent a nd Trade­
m ark Of f i ce of the claims i n vo l v ed, a nd the
Co m m is si on er may issue a p a ten t to the ap­
pticant who is adjudged V II' prior inventor.
A f inal j udgment adverse to a pa tentee from
which n o appeal or other rerieui h as been or
can be taken or tuui shall const itute cancel­
l a t i on of the claims oj the paten t. a n d not ice
thereof shall be endorsed on copies of the
pat en t thereafter d is t ri bu ted by the Pa ten t
and T ra dema rk Office. ",

(b l Section 1351bl of title 35. United States
Code. is amended by striking out "may " an d
inseTting i n li eu thereof "shall ".

SEC. 15. Section 141 of t i tle 35, United
St a t es Code. is a m en ded t o r ead as follows:
" § J11. Appeal UJ court of aPP' ,aU for the Federal

circuit
"An applicant d is sat isf i ed with the dec i­

sion i n an appeal to the B OG. r d of Paten t. A p­
p eals and Interf erences u nder sect ion 134 of
th is title m ay appe a l t o the Vnited S tates
Court of Ap p eals for the F ederal Circ uit,
lheretn) waiving h is right to proceed u nder
section 145 of this t i t l e. A p a r t y t o an inter­
f eren ce d is sa t i sfied with th e decision of the
B oard of P atent Appeals a nd Interf er en ces
may ap pea l to tne United S tates Cour t of
A p pea ls f or tne F ederal Circuit, but such
appeal shall be dism is sed if any ad verse
partu to such interf erence, wi th i n t w en tv
d ays af t er the ap pellant h as f i led notice of
app eal ac co rding t o section 14 2 of this t i tle.
[i ies notice wi th the Com m isis oner that he
elec ts t o tuiu« all Iurtiier proceedings con-

duc ted as provided in sect ion 146 of th is
ti tle. Th ereupon th e app ellant shall h ave
thirty days thereafter wi thin which to fi le a
ci vil ac tion u nder sect ion 146. in d efault of
which the decision appea led f ro m shall
govern the fu r ther proceedings in the case. ",

SEC. 16. Section 145 of title 35. United
States Code, is amended-

(1) bll inserting "B oa rd of Patent Appea ls
and Interferences in an appeal under sec­
tion "134 of Uli.! title " in l i eu of " B oa rd of
Appeals " in the Ii rst sentence; and

(21 bll inserting "B oar d of Pa tent Appeals
and Interf erences " in l i eu of "Board of Ap·
p ea ls " in the seco nd sentence.

SEC. 17. Section 146 of . title 35. United
States Code, is amended bll st rik i n g "board
of paten t in terf erences on the que:.tion of
priority" and insert ing in lieu thereof
"B oa rd of Patent Appeals and laterfe r­
ences ",

SEC. 18. Section 305 of 'title 35, ' United
States Code, iJ amended by inserting "Board
of Patent Appea~ and Interferences " in lieu
of " B oard of Appeals " .

SEC. 19. Section 1295iaJt4JtA) of ti tle 28.
Uni ted States Code, is amended by striking
out "Appea ls or the Board of Patent .. and
inserting in lieu thereof "P a ten t Appeals
and".

SEC. 20. Section 152 of the A tomi c Energy
Act of 19 54 (42 U.s-C. 2182J. is am en ded by
strik in9 out "a Board of Patent ln terfer­
ences " and i n serting i n lieu thereof " the
B oard of Pa ten t Appea ls and Inte rf eren ces".
a nd by striking out " Ul e B oard of Pa tent
In te rl eren ces" a nd i nser t i n g i n lieu the reof
"the B oa rd of Pa ten t Appeals and In terier­
ences ",

SEC. 21. (0.1 Sect i on 305fd J of the Nation al
A erona u t i cs and Space Act of 1952 (42
U.S.C. 245 7(dJI is a mended by-

(11 st riking out " P aten t " in the t itle and
i nser t ing in l i eu ther eof " P a ten t Appea ls
a.nd ",

(21 strik i ng out ':0. B oard of Paten t In ter­
f erences" and in serting in lieu thereof " t h e
B oard of Patent Appea ls and I nterf er en ces ",
and

(3) strik ing out " the Board of Patent
Interferences" 0.114 insert ing in lieu th ereof
" the B oard of Patent Appeals and Inierj er­
ences ",

t b) Section 3051e) of the Nat ional Aero·
naut ics an d Space Act of 1958 (42 U.s- C.
2457(ell is amended by striki n g ou t "a
B oard of Pa ten t I n terf er en ces" and i nsert ­
i n g in l i eu thereof "the B oard of Pa tent
A pp eal and I n terf er en ces" .

SEC. 22, Tti e ex am i n ers-i n- ch ief of th e
B oard oj A ppea ls and th e ex'am iners oj
i n te rf eren ces of the B oa rd of P a tent In terf er­
ence on the effe cti ve da te of th is Act sh all
continue i n office as members of the Boar d
of P a ten t Appeal s c.nd I n terf eren ces.

SEC. 23, Seciion 3 of title 35. United States
Code. is ame n d ed by addin9 a t t he en d
thereof the foliowin g:

" t e) The members of the T r ad em ark: T rial
a nd A ppea l B oard of the Patent and Trade­
m a rk ' Of f i ce shall r ecei ve Com pen sa t i on
equal to th at paid a GS-16 u n der the G ener­
a l Schedule con t a i n I'd i n section 53 32 of
t i tle 5. Un ited Stales Code.".

SEC. [ 12] 24. Ca ) S ecti ons [ 10]9 and
[11] 10 of the Act shall take effe ct upon th e
date of enactment.

(b ) Sect ions 1 throu gh 9 8 of this Act
shall take eff ect [ six] thr ee months af ter
th e date of en actment.

tc ) Sect i ons 11 through 23 of th is A ct sh all
t ake eff ect three months af t er th e date of en ­
act m enL

T he a mendments we re agreed t o.
The bill was ordered to be engrossed

f or the t hir d reading. r ead t h e third
time, and p assed.

Mr. DOLE. Mr. President. I ask
unan imous consent t h e committee
amendments be agreed t o.

The PRESIDING OFFICER. With·
out objec tion, it is so ordered.

AMF.NDMENT NO. 3382

(Pu rpose: To extend the pa te nt on certain
drug products)

Mr. DOLE. Mr. P r es ident. I send an
amendment to t h e desk on b ehalf of
S enator Thurmond and ask for i ts im­
m ediat e consideration,

The PRESIDING OFFICER. The ,
amendment will be stated,

The assistant legislative cle r k read
as follows: , .

The Senator fro m Ka nsas [Mr . b OLEl , on
behalf of Mr. THURMOND. proposes an
am endment numbered 3382.

Mr. DOLE. Mr. President, I ask
unanimous consent that further read­
ing of t h e amendment be d ispensed
with.

The PRESIDING OFFICER. w un-
out objection, it is so ordered.

The amendment is as f ollows :
Redesign ate sect ion 24 as sect ion 25.
Betwe en section 23 and section 25. as re-

designated, insert t he following new section:
SEC, 24. (a ) Title 35 of the Uni ted States

Code is amended by adding immediately fol­
lowing secti on 155 the following new sec­
tion:
"Ii 155A. P a ten t extensio n.

"( a) Notwit hstanding section 154 of this
title. the t-erm of any patent which en com­
passe s wit h in its scope a composit ion of
matter wh ich is a new dru g prod uct , if such
new dr ug product is subj ect to t he la beli n g
requirements for oral h ypoglycemic dr ugs
of t h e sulf ony lu rea class as promul gated by
the Food an d Drug Administrati on in Its
fin al rule of Mar ch 22, 1984 (FR Doc. 84­
9640) an d was appr oved by t he Food and
Drug Adm inis tration for marketing after
promulgation of such f inal rul e and prior to
the da te of enactment of this law, shall be
exte nded until April 21, 1992.

"( b) The patentee or license e or author­
ized represen tative of any patent descr ibed
in suc h subsecti on (a) shall, with in ninety
da ys aft er t h e date of enactment of such
subsection. not ify t he Commissioner of Pat­
ents an d Trademarks of t h e number of lill y
patent so exten ded . On receipt of such
notic e. the Commissioner sh all confirm suc h
extensi on by placing a notice thereof in the
offi cial file of suc h pa tent an d publish ing an
appropri ate notice of such extens ion In the
Offi cial Gazette of the Patent and Trade­
mark Office.".

(b) Th e table of secti ons for ch apte r 14 of
t itl e 35. United States Code is am ended by
addin g after the Item relating to sect ion 155
t h e following n ew item:
" 155A. P atent ext ension ....
. Section 25(a ) of t h e bill. as rcG [' ~ i i:TIat ed .

is ame nded by strik ing out "9 and 10" and
inserting in lieu thereof "9. 10, and 24".

Mr. THURMOND. M r . Pres ident.
t h e amen dm en t wh ich I am offering t o
S. 1538 would provide a l im it ed patent
ter m e xtension for certa in oral an ti­
di abe t ic d rugs.

The drugs affected b y this a m en d­
m en t w ere issued approvabl e In ters b y
t h e FDA r el a ting to th ei r s af et y an d
effectiveness durin g the 1970·s . Final
a p p r ova l was withh el d while the F D A
comp le ted its rul ern a k in g proced u res

. Section 25(a) of the bill , as rcG ~· ~ i i:TIat ed.

is ame nd ed by strik ing out "9 an d 10" and
inserting in lieu thereof "9, 10, and 24",

Mr. THU R MOND. Mr. Pres ident.
t he a mendment which I am offe ring to
S. 1538 woul d p rovide a l im it ed patent
ter m e x tension for ce r tain oral an ti­
d iabetic d rugs.

The drugs a ffect ed b y this a m end­
men t were issued a pprovab le letters b y
the FDA r el a t ing to t heir safe t v and
effec tiven ess during the 197 0's , Final
approva l was withheld wh il e t h e FDA
completed Its rule rn a k ln g proced ures

"An applicant d i ssa t isf i ed wi th the deci ­
si on in an appeal to the B OG.rd of Patent Ap­
p ea ls and I n terf eren ces under section 134 of
this t i tlo m ay appeal t o the U nited States
Court of Appeals fo r t he F ederal CirCUit,
therebv wai ving his right to proceed under
sec t i on 145 of this t itl e. A part y t o an inter­
ference dissatisfied with tn e d ecisi on of the
B oard of Paten t Appea ls and I n terf eren ces
ma>! ap peal to tne Un i ted Sta tes Court of
A p p ea ls fo r the F edera l Ci r cu i t, bu t such
appeal shall be d is m is sed if a n y ad verse
p a r ty t o such i nterference, within t w en ty
days a tt er the appellant has fi led n ot ice of
ap p eal acc ordi n g t o section 142 of this t i tle.
[i les n ot ice w i Ul the Com m isis oner that he
el ects to havp all [ urther proceed i ngs con-

equal to th at p aid a GS-16 u n der the Ge;;n~e;r~---==~:::-::-----------'---__
al Sch edule contain I'd in section 533 2 of
t itl e 5. Un i ted Stales Code." .

SEC. [ 12] 24, Ca) Sect ions [1 0] 9 and
[11] 10 of the Act sh all take effect upon the
date of en actment.

(b) Sect ions 1 throug h 9 8 of this Act
shall take effect [six] three months af ter
t h e date of enactment.

tc! Sect i ons 11 thr ough 23 of this A ct sh all
take eff ect three m on ths af t er the date of en­
actmen L

T he amendm en t s were agreed t o.
The bill was ordered to be engross ed

for the t h ird reading, r ead t he third
time, and p ass ed.
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with respect to class labeling for all
oral antidiabetic drugs, which were
begun in 1970. Despite the best efforts
of the patent holders to cooperate and
expedite these proceedings, they were
not completed until earlier this year.
One of the affected companies lost 10
years of patent protection because of
these prolonged proceedings and, in
the absence of a remedy, would only
have 2 years of exclusive marketability
left. ,

, This amendment would provide par­
tial relief to the companies affected by
the lengthy rulemaking delay by ex­
tending thelrpatents until April 21.

'1992. T.his would amount to not more
than ' approximately 6 years of addi­
t ional pat ent p ro tection. Thus, the
pa tent holders would enjoy an effec­
t ive patent life equivalent to that en­
joyed by the average drug patent
holder.

Mr. President, this provision is simi­
lar in its.goal to those enacted with re­
spect to aspertarne and forane. U.S.
patent law is designed to reward inven­
tors for their innovation and invest­
ment, and to provide fu ture incentives
for research in to new areas of technol­
Ogy and medicine. Accordingly, this
patent term restoration. like the
others, will afford affected parties the
n ormal protections conferred by the
patent laws on the drug industry.

The PRESIDING OFFICER. Is
th er e further debate on the amend­
men t? If not , the Question is on agree­
in g to the amendment.

The amendment (No. 3382) was
agreed to.

AMENDMENT NO. 3383

(Purpose: To amend the Textile Fiber Prod­
ucts Identification Act and the Wool Prod­
ucts Label ing Ac t of 1939 to improve the
labeling of textile fiber and wool prod­
ucts)
Mr~ DOLE. Mr. 'Presiden t . I send an

amendment to the desk and ask for its
immediate consideration.

The PRESIDING OFFICER. The
amendment will be stated.

The assistant legislative clerk read
as foll ows:

T h e S en a t.or from Kansas [Mr. D OLEl, for
Mr. THuRM OND and Mr. HOLLINGS, proposes
an a m endm en t numbe re d 3383 .

Mr. DOLE. Mr. President. I ask
unanim ous cons en t that readin g of the
am endment be dispensed with.

The PR ESIDING OFFICER. With­
out ob jection , it is so ordered.

T h e am en dm ents is as follows:
At the end of t h e bi11 ins ert t he foll owing

new title:
TITLE-

SEC. . T h is title may be cit.ed as the " T ex­
tile F iber and Wool Produ cts I den ti fi cation
Im provement Act ..,

SEC. 2. Subsection (b) of section 4 of the
T extile Fiber Products Id entification Act
(15 U.S.C. 70b(b » is am ended b y adding at
the end thereof the following new para­
vra ph :,....:5) If it is a text ile f iber product pro c­
"'I' "" d or rnanur acture d in the United S t a t es ,
, be so Ide nti fie d.".

"I SEC. 3. S ubsect ion (e ) of section 4 of the
ext lle Fiber Products Identification Act

TITLE-
SEC. . This title may be cit ed as th e "T e x­

tile Fiber and Wool Produ cts Identification
Im provement Act" ,

SEC. 2. S ubsecti on (b) of section 4 of the
T exti le Fi ber Products Id entifica tion Act
(1 5 U.S.C . 70b(b » is am ended b y adding at
the end t h er eof the fol lowing n ew para­
vra ph:,....:5) If it is a t extile f ib er product proc­
ej: "' ,d or rnan u ract ured in the United S tates,
, be so Ide ntified .".

"I SEC. 3. Su bsect ion (e) of section 4 of the
ex t lle Fiber Products Identification Act

(15 U.S.C. 70bCe)) is amended to read as Iol ­
lows:

"(e) For purposes of this Act, in addition
to the textile fiber products contained
therein, a package of textile fiber products
intended for sale to the ultimate consumer
shall be m isbranded unless such package
has affixed to It a stamp, tag, label, or other
means of Identification bearing the informa­
tion required by subsection (b) , with respect
to such contained tex tile fiber products, or
is transparent to the extent It allows for the
clear reading of the stamp, tag. label, or
other means of Identification on the textile
fiber product, or in the case of hoisery
Items, this section shall not be construed as
requiring the affixing to a stamp, tag, label,
or other means of identification to each hol­
ser v product contained in a package , If (1)
such hosiery products are Intended for sale
to the ultimate consumer in such package.
(2 ) such package has affixed to It a stamp,
t a g, label. or other means of Identification
bearing, with respect to the ' hosiery prod­
UCt.5 contained therein, the information re­
quired by subsection (b), and (3) the infor­
mation on the stamp, tag, label, or other
means of Identification affixed to such
package is equall y applicable with respect to
each tex tile fiber product contained there­
in....

SEC. 4. S ection 5 of t h e Textile Fiber Prod­
ucts Identificat ion Act (15 U.S.C. 70b) is
amended by adding at the end thereof the
following n ew subsections:

" (j) For the purposes of this Act. a textile
fiber product shall be considered to be Ialse­
ly or decep tively advertised in any mail
order ca talog or mail order promoti onal rna­
t erial which is used in the direct sale or
direct offering for sale of such t ex tile fiber
produc t, unless such texti le fiber product
description st at es in a cl ea r and cons p icuous
manner that su ch textile fiber product is
p r ocess ed or manufactured in the United
States, or Imported, or both.

" ( j ) For purposes of this Act, a textile
fiber product shall be misbranded if a
stamp, tag, label , or other id entification
conforming to the requirements of this sec ­
t ion is not on or affixed to the inside center
of t h e neck midway between the shoulder
seams, or if such product does not contain a
neck in the most conspicuous place on the
inner side of such product, unless It is on or
affixed on the outer side of such product, or
In the case of hosiery Items on the outer
side of such product or package.".

SEC. 5. Paragraph (2 ) of section 4(a ) of the
Wool Products Labeling Act of 1939 (15
U.S .C. 68b(a )(2 » is amended by adding at
the end thereof t he fo Howing n ew subpar a­
grap hs:

CD) the name of t he country where proc­
essed or manufactured. ".

S EC. 6. S ect ion 4 of t h e Woo l Products La­
beling Act of 1939 0 5 U .S. C. 68b ) is amend­
ed by adding at the en d thereof the ronow­
ing new subsections:

"( e ) For the purposes of this Act, a wool
produ ct shaH be co nsidered to be fals ely or
decept ivel y adve rtised in any mail order pro­
motional material which is used in t h e
direct sal e or d irect offering for sale of such
wool p roduct. unless such wool product de­
scription states In a clear and co ns p icuous
manner t h at such wool product is processed
or manufactured In t he United States, or
imported, or both.

" ( !) For purposes of this Act, a wool prod­
uct shall be m isbranded if a stamp, tag,
label, or other identification conforming to
the req u ir em ents of this section Is not on or
a ff ix ed to the insid e center of the next
m idw ay bet ween the s h ould er se ams, of if
such product does n ot contain a neck in the
most conspicious place on t h e inner side of
such product, unless it is on or affixed on,

c irecr sale or cirect orrering lor salt: 01 :;UCII

wool product. unless such wool product de­
scrip tion states In a cl ear and conspicuous
manner that such wool product is processed
or manufactured In the United States, or
im po r t e d. or both.

"(!) For purpose s of this Act. a wool prod­
uct shall be m isbranded if a stamp, tag,
label. or other iden ti fic ation conforming to
t he req uir ements of t h is section Is not on or
a ff ixed to t h e inside center of the nex t
mid wa y between the shoulder se a ms, of if
suc h product does not co ntain a n eck in t h e
most conspicious place on the inner side of
such product, unless it is on or affixed on,

the ou t er side of such produ ct or in the case
of hosiery items. on the ou ter si de of such
product or package." ,

SEC. 7. S ection 5 of the Wool Products La ­
beling Act of 1939 <15 U.s.C. 68c) is amend­
ed-

(1) by striking out " An y person" In the
first paragraph and Insert.ingIn lieu thereof
"(a) Any person"; _

(2) by st r iking out " An y person" In the
second paragraph and inserting in lieu
thereof " (b) Any person"; and

(3) b y inserting after subsection (b) (as
designated by t his section) the foHow ing
new sUbsection: ' ,

"(c) For' the" purposes of subsections ( a )
and' (b) of this section, any Package of wooi
products Intended for sale to "the ultimate
consumer shall also be considered 'a wool
product and shall have affixed to It a s tamp.
tag, label, or other m eans of identifica tion
bearing the Information required b y section'
t . with respect to the wool products con­
tained therein unless such package of wool
products I.S transparent to the extent that It
allows for the clear reading of the stamp,
tag, label, or other means of id entification
affixed to the wool product. or in the case
of hosiery Items this section shall not be
construed as requiring the affixing of a
stamp. tag, label. or other means of identifi·
cation to each hosiery produc t contained in
a package If (1 ) s uch hosiery products are
intended for sale to the ultimate consumer
in such package, (2 ) such package has af­
fixed to it a stamp, tag, label, or other
means of identification bearing, with reo
spect to the h osiery products contained
therein, th e infonnation required by su bsec­
tion (4 ), and ( 3) t h e informati on on the
s tamp. tag, label, or ot h er m ea ns of iden t if i·
ca t ion a ff ixed to such package is equllv ap­
p licable with re spect to eac h h os iery prod­
uct contained therein.".

SEC. 8 . The amendments made by this Act
shall be effective 90 days after the date of
enactment of this Act.

Mr. THURMOND, Mr. Presid ent.
this amendment p ertains to proper la ­
beling of textile /apparel products.

I originally introduced this amend­
ment as S. 1816 in an effort to
strengthen domestic law as It relates
to country of origin labeling require­
ments for textile and apparel prod­
ucts. While present law requires coun­
try of origin marking on textile prod­
ucts entering the United S tates, there
have been increasing ins tances where
textile and apparel products are en ter­
ing the United S tates in viola t ion of
domestic labeling laws.

One of the major problems in the ef­
fectiven ess of existing law is the fact
that labels are often placed in incon­
spicuous places. This bill would d esig­
nate that the label be attached to the
neck of the garment if applicable, or if
the garment does not contain a n eck ,
to the most conspicuous place on t h e
inner side of t h e foreign made textile /
apparel product. This will allow easy
identification of the label by ccnsum ­
ers and will help with enforcement of
present textile agreements.

My bill will also require that textile /
apparel products produced in t h is
country carry origin labels . S ince
there is no present law which requ ir es
Ame rican-made t extile and apparel
products to be labeled as such, foreign
textile/apparel products that are m is-

to the most conspicuous p lace on t n e
inner side of the foreign made t extile /
apparel product. This will allow easy
identification of the label by ccnsum­
ers and will help with enforcement of
present t ex t ile agreements.

My bill will also require that textile /
apparel products produced in this
country carry origin labels . S ince
there is no present law wh ich req u ir es
American-made t extile and ap parel
products to be label ed as SUCh, foreign
textile/apparel products that are m is-
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branded are often mistaken for Ameri­
can-made products.

Another provision of the bill will re­
Quire that, in the case of bulk packag­
ing of textile products, both the pack­
age, as well as the garments within be
labeled as to country of origin.

The final major feature of this legis­
lation would mandate that mail order
catalog sale de scriptions contain coun­
try of origin information. -A large por­
tion of a11 textile/apparel products
sold in this country are purchased
through' mail order catalog-type sys­
tems. Through these mail order trans­
actions, the consumer does not have
access to country of origin information
for tex tile /apparel products at the
actual point of purchase.

Reports have shown that U.S. con­
sumers prefer to buy American-made
textile products. My legislation will
simply allow consumers to better iden­
tify the products they wish to pur­
chase.

Mr. P resident, It is most important
for this legi slation to be approved by
the full Senate and signed into law as
soon as possible. The domestic textile,
fiber and apparel complex employs
over 2 million Americans nationwide.
This industry provides more jobs than
the U.S. auto and steel industries com­
bined. Unfortunately; the U.S . textile /
apparel industry is suffering through
its most severe crisis in recent history.
Textile /apparel imports from low­
wage paying countries, such as the
People 's R epublic of China, Taiwan,
and Hong Kong, have flooded our
markets and displaced thousands of
American workers.

In 1983, imports of textile /apparel
products increased 25 percent over
1982. For the first 4 months of 1.984,
textile/apparel imports were up 49
percent over the same period in 1983.
Last year's trade deficit for textiles
and apparel was $10 .6 billion-IS per­
cent of the entire U.s. trade deficit,
which to taled $69 .3 billion. Finally,
over the past 7 years, 413,000 textiJe
and a pparel jobs have been lost in this
coun t r y. While this legislation will not
correct all the problems confronting
our domestic t extile /apparel industry,
it is a po sitive s tep toward preserving
one of America's most vital and strate­
gically important industries.

Mr. Presid ent, S.1816 was unani­
mousl y approved by the Senate Com­
merce, S cience, and Transportation
Committee on June 13, 1984 . I ask
unanimous consent that a list display­
ing t he numerous textile /apparel re­
lated associations that fully support
t h is bill be prin ted in t h e R ECORD fol ­
lowing my remarks.

The PRESIDING OFFICER. Wi th­
out objection, it is so ordered.

(See Exhibit 1.) .

Mr. THURMOND. Before conclud­
ing, Mr. President, I should like to
thank the 22 Member of this body
who chose to cosponsor S.1816. I
would al so like to especially thank
Senators PACKWOOD and KASTEN, and
their very capable - committee staff

members, for their invaluable assist­
ance on this legislation during its
review by the Commerce Committee.

In closing, Mr. President, I strongly
believe that this bill 1s a positive step
toward stabilizing the jobs of the over
2 million Americans employed in the
textile, fiber, and apparel complex,
and I hope that the Senate will give
this legislation the strong vote of ap­
proval which it merits.

EXHIBIT 1
Amalgamated Clothing & Textile Workers

Union.
American Apparel Manufacturers Associa-

tion. .
Am erican Textile Manufacturers Instl-

tute. [
American Yarn Spinners Association.
Clothing Manufacturers Association of

America.
International Ladies' Garment Workers

Union.
Knitted Textile Association.
Luggage & Leather Goods Manufacturers

of America. -
Man-Made Fioer Producers Association,

Inc.
National Assoc iation of Hosiery Manufac­

turers.
National Associ ation of Uniform Manufac­

turers.
National Cotton Council of America.
National Knitwear Manufacturers Asso-

ciation. .
National Knitwear & Sportswear Asso cla-

tion.
National Wool Growers Asso ciation.
Neckwear Association of Am erica.
Northern Textil e Ass ociation.
Textile Distributors Association. Inc.
Work Glove Manufacturers Association.
Mr. HOLLINGS. Mr. President, as a

cosponsor of the original S. 1816 and
this amendment, I hope the Senate
wili give swift approval to this legisla­
tion. Perhaps then President Reagan
will begin to understand the depth of
concern over what is happening to
America's textile apparel industry and
its workers. Perhaps then President
Reagan will begin to carry out candi­
date Reagan 's 1980 pledge to help our
Nation's textile workers. If this legisla­
tion, which I was pleased to h elp expe­
dite through the Commerce Commit­
t ee , manages to win th e attention of
the administration. it will be one giant
step for our beleaguered textile and
apparel workers.

Unfortunately, this amendment does
not come close to getting at the nub of
the problem. In fact . we alread y have
origin labeling r eq u irem ents on the
books in existing tariff legislati on. But
our President has chosen to ignore
them. When we talk about "buy Amer­
ican and save American jobs." I get a
fe eling of having been there before,
because that is exactly the problem we
addressed 25 years ago when Congress
passed the Textile Fiber Products
Id entification Act. The requirements
contained in that legislation-while
they do not go Quite so far in all in­
stances as the provisions of S. 1816­
WOUld. if enforced, obviate the need
for S. 1816. The point is that the
President is refusing to use the weap­
ons Congress has already given him to
combat the illegal trade practices of

our foreign competition and to level
the field of play. He do es so because
he is captive to a thoroughly discredit­
ed "f r ee trade" policy coming from the
State Department and from the huge
multinational conglomerates who
could not care less about American
jobs.

If this administration-or for that
matter any recent administration-was
serious about saving textile jobs, it

. could start by enforcing existing laws
against mislabeling, -against dumping,

- and against the many other illegal
trade practices being used against . the
United States.

The problem Is that we do not have
trade policy in this country. There's a
trade war going on out there and our
Government sits blithely in the
bleachers-watching. Instead of com­
peting. we stand by as our industries
and jobs get picked off. Other coun­
tries are using every weapon at their
command-subsidies, licensing require­
m ents, tax rebates, inspection prac­
tices , artificial currency rates, and so
on to close their markets to us while
we open our markets to them. Is it any
wonder we are not doing better? And
the President has recently had his
trade people up here talking to S ena­
tors and Congressmen in an attempt
to broaden t he Pres iden t's t a r iff -cu t ­
t in g authority so we can export more
jobs. It is just unbelievable.

In 1980 . candidate Ronald R eagan
made a commitment to relate the
growth of textile imports to the
growth of the domestic market. The
figures show he has r eneged on t h at
promise . Our textile apparel trade def­
icit has more than doubled in the 3
years of this administration, soaring
from $4 billion in 1980 to $10.6 billion
in 1983 . And the situation is rapidl y
getting worse. So far this year, textile­
apparel imports are running more
t han 45 percent ahead of last year.
Just this spring, three more mills were
shut down in S ou th Carolina alone.

There is no secret to how we should
co nt rol t h e texti le import tide. A
President who understood trade and
th e threat to American jobs could
s t em the flow in short order. First, he
would suggest global quotas, setting a
limit on what we allow into our
market. Second, he would enforce the
laws already on the books t o safeg uard
a gainst dumping and al l those oth er il­
legal trade practices.

The amendment before us t oda y
does not take that approach. Prankly.
I am concerned that when this m eas ­
ure passes , it will se rv e no greater pur­
pose than to give p ol iti cians cause to
thump our chests and carryon abou t
how we 've done something great for
the textile industry. But let us not kid
ourselves. Even if we are fortunate
enough to get it pas sed, si gn ed , and on
the books, it will not markedly slow
the rising t id e of t ext ile and apparel
imports. B ecaus e ch ances are the
President will simply ignore this label-
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I am concerned that when this m eas­
ure passes, it will s erve no great.er pur­
pose than to give p olitic ians ca use t o
thump our chests and carryon abou t
how we 've done something grea t for
the textile industry. But let us not kid
ourselves. Even if we are fortunate
enough to get it passed, signed , and on
the books, it will not mark ed ly slow
the ri sing tide of t extile and ap parel
imports. B ecause ch ances are t h e
President wil) simply ignore t his label-
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because that is exactly the problem we
add r essed 25 years ago when Congress
passed the Textile Fiber Products
Id entification Act. The requirements
con tained in that legislation-while
they do not go Quite so far in all in­
stances as the provisions of. S. 1816­
would. if enforced, obviate the need
for S . 1816 . The point is that the
President is refusing to use the weap­
ons Congress has already given him to
combat the illegal trade practices of

ing the numerous textile /apparel re­
lat ed associations that fully support
this bill be printed in the RECORD fol­
lowing my remarks.

The PRESIDING OFFICER. Wi th­
out objection, it is so ordered.

(See Exhibit 1.) .

Mr. THURMOND. Before conclud­
ing, Mr. President, I should like to
thank the 22 Member of this body
who chose to cosponsor S .1816 . I
would also like to especially thank
Senators PACKWOOD and KASTEN, and
their very capable " committee staff
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I
;

SEC. 103, S ec tion 134 of title 35. Unlt.ed
States Code, ts amended by striking out
" pr im ary".

SEC. 104. Section 361(d) of title 35. United
States Code. ts amended by Ins erting "or
within one month after such dat.e" after
"application" In the first sentence.

. (b) The analysts for chapter 14 of title 35,
United Stares Code, ts amended by adding
at the end the follov.1ng:

SEC. 105. Section 366 of title 35. Unlred
States Code, ts amended-

(1) by Inserting " af ter the date of with­
drawal," after "effect";

(2) by inserting ", unless a claim-for the .
benefit of a prior filing date tinder section
365(c) of thts part was 'm ade in a national
application, or an International application
designating the United States) fiied before
't h e dare of such withdrawal" before the
period at the end of the first .sen te nce; and

(3) by Inserting "withdrawn" after " such "
In the second sentence,

SEC. 106. (a) Section 371(a) of title 35.
United States Code. ts amended by-

(1) striking out "is" and inserting in lieu
thereof "may be "; and

(2 ) striking out ", except those filed In the
Parent Office".

(b) Section 371(b) of title 35, UnIted
States Code, ts amended to read as follows:

"(b ) Subject to subsectlon(f) of this sec­
tion. the national stage shall commence
with the expiration of the applicable time
limIt under article 22 (1 ) or (2) of the
treaty.".

(c ) Section 371(c)(2 ) of title 35. UnIted
States Code. ts am ended by-

(1) striking ou t " received from" and in­
serting In lieu thereof "communi cat ed by";
and

(2) striking ou t "verifi ed " before "trans la­
tion".

(d ) Section 371(d) of t itle 35, UnIted
States Code, ts amended to read as follows:

"(d) The requirements with respect to the
national f ee refe rred to In subsection (C)(1)'

the translation referred to In subsection
(c)(2). and the oath or declaration referred
to In subsection (c )(4) of thts section shall
be complied with by the date of the com­
mencement of the national stage or by such
later time as may be fixed by the Commis­
sioner. The copy of the ln lernational appli­
cation referred to in subsection (c )(2) shall
be submitted by the date of the commence­
ment of the national stage. Failure to
comply with these requirem ents shall be re­
garded as abandonment of the application
b y the parties thereof. unl ess It be shown to
t h e sa ti sf ac t ion of the Commissioner that
s uch fa ilure to comply was unavoidable. The
payment of a surcharge may be required as
a con diti on of accept. ing the national fee re­
ferred t o in subsection (c)(1) or the oath or
de claration referred to In subsection (c)(4)
of thts secti on if these requ ir em ents are not
m et by the date of the commencement of
the n ation al stage. The req uir em ents of sub­
section (c)(3) of t his section shall be corn­
pli ed with by the date of the commence­
ment of the national stage. and failure to do
so shall be regarded as a ca ncell a tton of the
amendments to the claims in the Int erna­
tional appl ica tion made under arti cle 19 of

. the treat y." ,
SEC. 107. (a) S ecion 372(b ) of t itle 35,

United States Code, ts amended by-
(1) striking out the period at t he end of

paragraph (2 ) and inserting in li eu thereof a
semicolon; and
, (2 ) Ins erting at the end thereof the follow­
ing:

" (3) the Cornm isstoner may req uire a veri­
fication of the t ranslation of the in terna­
tional application or any other document
pertaining thereto if the application or

paragraphs (2) and (3) as paragraphs (1)
and (2 ), respectively.

The PRESIDING OFFICER. The
Question is on agreeing to the amend­
ment.

The amendment (No. 3384) was
agreed to.

The PRESIDING OFFICER. The
bill is open to further amendment. If
there be no further amendment to be
proposed, the question is on the en­
grossment and third reading of the
bill.

The bill was ordered to be engrossed
for a third reading, was read the third
time, and passed, as follows:

.c <,:" .~ . i on 2 (c ) of t h e bill.
• .~ . .~' 'h ; of t he bill is a me nd ed by

. - lJ:,c"CTaph (1 ) and red esignat ing

S.1538
Be it enacted bll the Senate and House of

Representative of the United States of Amer­
ica in Congress assembled;

TITLE I-PATENT LAW
The BEC. 101. Thls title may be clred as the

"Parent Law Amendment.'; of 1984",
SEC. 102. (a) Chapter 14 of title 35, United

read States Code, ts amended by adding at the
end thereof the following new section:
"§ 156. Statutory inven ti on record ing

"(a) Not.withstanding any other provisions
of thts title. the Commission er ts authorized
to publish a statutory inv ention recording
containing the specification and drawings of
a regularly filed application for a patent

(Mr. without examination. except as may be re­
is so quired to conduct an Interference proceed-

In g , to determine compliance with section
112 of this title. or to re view for formalities

- re quired for printing. if the applicant-
Section 156(a) of such t itle 35 . Uni t.ed " ( 1) waiv es t h e r igh t to re ce ive a patent

States Code. as added by section 2(a ) of the on t h e Invention wit h in such period as may
bill ts am ended in the first sent ence by be prescribed by the Commiss ioner. and
s triking ou t " regi st r ati on" after "statutory " (2) pays applica t ion . publicat ion and-
Invention" and inserting in lieu thereof "re- other processing fees Commissioner.
cording", " (b ) The wai ver under thts section shall

Sec t ion 156(c ) of such title 35, as added by take effect upon publication of the statuto­
sect ion 2(a) ts amended by striking out the ry Invention recording.
Imal quotat ion ma rks and final period. "( c ) A statutory Invention recording pub-

S ection 156 of su ch title 35 ts fu rther lished pursuant to t h ts section shall have all
..mend ed by adding at the end thereof the of the attributes specifi ed for patents In thts
lollo\l, ing new subsection: title except those 'specif ied In section 183,

"(d ) The secretary of Commerce shall con- and sections 271 through 289 of this title. A
vene an interagency committee to coordi- statutory Invention recording shall not have
na te policy on th e use of the statutory In- any of the attributes specified for patents In
\ ention record in g prpcedure by a gen cies of any other t itle of thts Code.
:! ,e Uni ted S ta t es . Su ch policy shall ordin- " (d ) The Secretary of Commerce shall
L' ll requ ire u se of t h e statutroy invention convene an in teragency comm ittee to co­
'r:,ord ing procedure for in ven t ions as to ordinate policy on the us e of the statutory
.. :.: , 1', the Un it ed S tat es may have t h e r ight In ven tion recording procedure by a gencies
(' ! o ...·c.f rsh ip t hat do not h ave commercial of t he United S tates. S uch policy shall ordi­
;. :' rri a) . T h e in te r aecncv commit tee shall narily require us e of the s tatutory inv ention
..;..... a' ler obt aining views from t he public recording procedure for ln ventions as to

. ~ ! ' ~ : < h st an da rds for eval ua t ing the com: whi ch the United S t ates may have the ri gh t
"' - - " : F. ~ potent ial of inventions to wh ich t h e of ownership that do no t h ave commercial
.. .." .mrn t may have the r igh t of owner- p oten tial. Th e In teragency committee shall
:;' ,':' !Je h ead of each a g- en cy wh ich h as a also , aft er ob t a in ing views fro m t h e public.

. :";,m research pr c crarn las determ in ed es t ab lish standards for evalu a ting th e corn­
.: : .' S"n eta ry of Comm erce ) sh al l d esi g- mercial p oten t ial of in ven t ions t o wh ich the

.. : ' :: h er t h e sen ior te chnolog y t ransfe r government may have the r ight of owner­
: . ' . ;. J or t he seni or resea rc h policy official ship. The head of each a gency which has a
"' :'" " 'c:oale as a rnernbar of the inter- significant research program (as determined
; " ' :lr\ committee. T h e S ecretary of Com- by t h e Secr etary' of Commerce ) shall desig­
_:·-,: :." .:.al; r ep ort to the Congress annually nate either the se nior technology transfer

"', USf' of sta t uto ry inve ntion r ecord- official or the seni or re search policy official
, :.; ; ~ r t pon sh all inclu de an assess- to participate as a m ember of t he iriteragen­, '.'_:. ' c '~ ~ egree to wh ich a gencies of the cv commit tee. The Secretary of Commerce

e s : . :J • • rnrr:en t a re m aking use of the sh all r epor t to the Congress annually on the
'- " .: . :~ L" "e n tio n re cord in g system. the USE' of sta t utory Inven tion recordings. Such
, . ; ._... .. ~hlch It aid s the management of report shall include an ass essment of the
k = ""'::; . r ,e'eJ ~PE'd techorilo gy, and an degree to which 'agencies of the Federal
. • ' . . . ;.: of l n e cost sa vings to the F ed - G overnm ent are making use of the statuto-

. , . ..n"'TIt of th e us e of su ch proce- rv inve ntion r ecord ing system. the degree to
wh ich it a ids the management of fed erally
den ·lop ed technology. and an as sessm ent of
the cost sa vin gs to the Federal Government
of the use of such procedures".

AMENDMENI NO. 3384

(Purp ose: To m ake technical amendments)
Mr. DOLE. Mr. President, I send a

t echnical amendment to the desk, on
behalf of Mr, MATHIAS.

The PRESIDING OFFICER.
amendment will be stated.

The assistant legislative Clerk
as follows;

The Sen ator from Kansas (M r. DOLE ). for
Mr. MATHIAS. proposes an amendment num­
bered 3384.

Mr. DOLE. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER.
R UD MAN). W ithout objection, it
ordered.

The amendment is as follows:

Ins law just as he has Ignored the
other labeling laws already passed.

Mr. President, the American textile
worker is the most productive in the
world. American mills are the ' most
modem. We can compete not only in
the home market, but overseas-if the
field of trade is level and fair. But our
Government refuses to lend a hand.
That is why textile jobs are needlessly
disappearing-not because of misla­
bling, but b ecause of misgovernment.

The PRESIDING OFFICER. The
. question is on agreeing to the amend-
ment. " ' .

The -amendment (No. . 3383) was
agre ed to.
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- . . ;"' ) COmmltlee. T h e S ecretary or L:om­
~ :~ ':: '.:;a l; rep ort to t he Congress annually
'. "';:;f' of s tat utory invention r ecord.

. . - ' " r ep ort sh all in clu de an assess­
, . .._: . ~ : ~ e degree to which a gencies of the
e ": ': . _ C :J\ ern rnem are m aking use of the
L " .~~ , ~ L~' \'en tiDn .re cording sys tem. t h e
, . ' .. . .. ...hic h It aids t he management of
• .:" . ' : :; de' eJoped t ech on logv, and an

- . • ~: of th e cost savi n gs to th e F ed ­
. '·'-',nItT.t of t he us e of su ch proce-

' :- :,', :,..c. ;'m 2 (c) of t he bill.
.~ . ~' ' h ; of t h e bill is amended by
' . lJ:" " ,rr aph (1 ) and redesign a ting

U~Y 1I! 1 G LJ'- ...." ............. " . _

nate ei ther the se n ior technology transfer
official or t he senior re search policy official
to part icipate as a m ember of t he intera gen ­
cy commit tee. The Secretary of COITJI1erce
sh all report to the Congr ess annually on the
use of statu t or y Inventi on recordin gs. Such
report shall include an assessment of the
degree to which ' a gencies of the Federal
G overnmen t a re m aking use of t h e statuto­
ry in vention r ecording system. the degree to
wh ich it a ids the m anageme nt of fed erally
dev e-loped t echnology. and an assessmen t of
the cost sav in gs to the Federal Government
of the use of such procedures".

amendments to the claims ill the mi .erna­
t ional application made under arti cle 19 of

. the treaty.".
SEC. 107. (a ) Secion 372(b ) of title 35.

United S tates Code. ts amended by-
(1) s triking out the period at the end of

paragraph (2 ) and Inserttng in lieu t h ereof a
semicolon; and
, (2 ) Inserting at the end thereof the follow ­
ing:

"(3 ) the Commissioner may require a veri ­
flcat ion or the translat ion of t h e in terna­
tional application or any other document
pertaining thereto if the application or

I,
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other document was filed In a language of Patent Appeals and Interferences" In lieu
other than English.... of "Board of Appeals".

(b ) Section 372 of title 35, United States SEC. 114 . (al Section 135(a) of title 35.
Code, Is amended by deleting SUbsection (c ), United States Code, Is amended to read as

SEC. 108. Section 376(a) of title 35, United follows:
States Code, Is amended by striking out "(a) Whenever an applica tion Is made for
paragraph (5 ) and redes ignating paragraph a patent which, In the opinion of the Corn­
(6) as paragraph (5). missioner, would interfere with any pending

SEC. 109. Title 35, United States Code, Is application, or with any unexpired patent,
amended by striking out "Patent Office" an in terference may be declared and the
each place It appears and Inserting In lieu Commissioner shall give notice thereof to
th er eof "P a tent and Trademark Office". the applicants, or applicant and pat entee, as

SEC 110. Notwithstanding section 2 of the case may be . The Board of Patent Ap­
Public Law 96-517, no fee ' shall be collected peals and Interferences shall determine the
ror maintaining a plant patent in force. priority and patentability of invention in

SEC. 111. (al Sec tion 7 ·of title 35. United in terferences. Any final decision. if adverse
States Code, Is amendedto 'r ead as follows: to t h e claim of an applicant , shall constitute .
~§ 7. Board of Patent Appeal s and Interferenees the final refusal by the Pa tent and Trade·

. . "T h e examin ers-In-chief shalJ be persons mark .O ff tce of the .cla lms in volved, and the
of competent le gal knowledge and sclentiftc Commissioner may issue a patent to the ap­
ability, who shall be appointed under the plicant who is adjudged the prior Inventor.
classifi ed civ il service. The Comm iss ioner, A final judgment adverse to a patentee from
t h e dep u ty commissioner , t he assistan t com. which no appeal or other r ev iew has been or
m ission ers, and t he examiners-in-ch ief £hall can be taken or had shall constitute cancel­
consti tu te a Board of Patent Appeals and Ia tion of the cl aims of the patent. and
Int.erferences. notice thereof 5hall be endorsed on copies of

"The Board of Patent Appeals and Inter. the patent thereafter distributed by the
feren ces shall, on written app eal of an appli- Patent and Trademark Office.".
cant. r eview adverse d ec isions of e xam in ers (b ) Section 135 (bl of t itle 35, United
u pon a pplica t ions for pat.eri ts and sh al l de . S t a t es Code . is amended by strik ln g out
termine priority and patentability of inven- " may" and inserttn g in lieu there of ..shall ....
tion in interferences declared pursuant to SEC. 115. Sect ion 141 of ti tl e 35 , United
section 135 (a) of this title. Each appeal and States Code, is amend ed to read as follows:
interference shall be h eard b y a t least three "§ 141. Appeal to court of appeals for the Fed eral
m embers of the Board of Patent Appeals circuit
and Interferences. the m embers to be desi g- "An applicant. dissatisfied with the dect-
nated by the Commissi on er. The Board of s ion In an a ppeal to the Board of Patent Ap·
Patent Appeals and Interferences has sale peals and Inte r'Ieren ces under section 134 of
power to grant r ehearings. this title may a ppeal to the United States

"When ever the Commissioner cons id ers it Court of Ap peals for the F ederal Circuit,
n ecessary to m aintain the ' wo rk of t h e t hereby waiving his ri ght to p roceed u nd er
Board of P atent Appeals and Interfer en ces sec tion 145 of t h is titl e . A party to an Inter­
curren t , he may designate any patent exam- ference d issa t isf ied with the d ecision of the
iner of the primary examiner grade or Board of Patent Appeals and Int erferences
higher. having the requisite ability, to serve may appeal to the United States Court of
as examiner-In-chief for periods not ex cee d- Appeals for the Federal Ci r cuit, but such
in g s ix m on ths each. An exam iner so desig - appeal shall be dism iss ed if any ad verse
n at.ed sh ill be Qualified t o act as a mem ber party to such In terfer en ce , wit hin t wenty
of t h e Boa rd of Patent Appeals and Inter- days after the app ellant has filed n oti ce of
reren ces, Not more than one such prtmary appeal according to se ct ion 142 of t h is ti tle,
ex am iner sh al l be a member of the B oard of fil es notice with the Commiss ioner that he
Patent Appeals and Interferences hearing elects to have all further proceedings con­
an a ppeal or determining an inte rference. ducted as p rovided In sect ion 146 of this
T h e Secret ary of Commerce is authorized to title. Thereupon the a ppellant shall have
fi x the per a nnum rate of bas ic cornp ensa- thirty d a ys thereafter wit.hin wh ich to file a
t ion o f each design at ed examiner -in-chie f in ci vil a cti on under sec t ion 146. in d efault of
the P atent and T rad emark O fI ice at not in - which the decision appealed from sh all
ex cess of t h e m a ximum schedule rat.e pro- govern the further; proceedings in t.h e
vided for posit ions at 0 8-16 ~;:tEuant to sec- case." .
t.ion 5332 of ti tl e 5. Un it ed States Code. T he SEC. 116 . Secti on 145 of t itle 35 . Unite d
per a nnum ra t e of bas ic com pensat ion of S t at es Code. is amended-
ea r-n d es jgnated examiner -tn -chlet shall be (1 ) by inse rting " Bo ard of Patent Ap peals
a o j u st ed, at t h e close of t he period l or and ' In t er fer en ces in an a p peal under sec­
wl, ich h e was d estgriated to ac t a.s examiner - ti on 134 of this title" in li eu of " Boa r d of
in -ch ief, to the per annu m rat e of b r.stc corn- Appeals " in th e fir st sen ten ce: and
p ensa t ion ~ h ich he would haw been r ecei v- (2) by i ns ert ir.g " Board 01 P a ten t Ap peals
in g a t the close of such pe riod if such desig- and Im er feren ces' in l ieu of "Bo ard of Ap-
n at iO:1 h ad not been m ad e ." . peals" in th e seccr.d sen tence.

(b .' T h e it ern r ela ti n g t o secti on 7 in the SEC. 117. S ection 146 of ti tl e 35, United
a n alvsis fo r ch apter 1 of tit.le 35, United S ta tes Cod e, is amended by striking "board
S ta t es Code , is amen de d by inserting "Board of patent interferences on the question of
o f Pa tent Appeals and Interfer ences" U1 lieu priort ry" a nd inser ting In l ieu t.hereof
of "Boa rd of Ap peals ". " Board of P a t en t Ap peals and I nterfer -

S EC. 112. Sect ion 41 (a )(6 ) of ti tle 35. en ces ",
Uru re-o S rat es Code , is amen ded by inser rin g' S EC. 118. S ect ion 305 of t it le 35, Un ited
"hoard of Paten t Appeals an d I rn er fer- S t at es Code, is amend ed b y inser t.ing " B oard
ences" in lieu of "Board of Appeals", ea ch of Patent Appeals and Interferences" In li eu

' p!a ('e it a ppe a rs and inserti n g "in t h e of "Bo ard of Ap p eals" .
a ppeal" " Her " ora] h earing". SEC. 119. S ec t ion 1295(a)(4 )(A) of title 28,

SEC. 113. (a) S ecti on 134 of t itle 35, United Unit ed .S t at.es Code, Is a m ended b y striking
S ta t es Cod e. Including t h e section h eading , out "Appeals or t h e B oard of Patent .. and
is a mended b y Inse rting "Board of Pat ent Inserting in l ieu t h ereof " Ps.ten t Appeals
lI p p pals a nd Interferences" in lieu of and".
"Boa r d of Appeals" each place It a ppears. SEC. 120. S ecti on 152 of the At omic

(b ) Th e item re lating to secti on 134 in t he Energy Act of 1954 (42 U.S .C. 2182 ), is
an alys is for chapter 12 of title 35, Unit ed a m ended by strik in g out " " Board of Pat en t
Sta t es Code, Is am ended b y inserti n g " Boar d In t er ferences" a n d ins er t ing in li eu t h er eof

..the Board of Patent Appeals and Interler­
ences", and by striking out "the B oard of
Patent Interferences" and inserting In lieu
thereof ..the Board of Paten t Appeals and
Interferences".

SEC. 121. (a) Section 305 (d ) of the Nation­
al Aeronautics and Space Act of 1952 (42
U.S.C. 2457(d» is amended by-

(1) striking out "a Board of Patent Inter­
ferences" and inserting in lieu thereof " the
Board of Patent Appeals ·and Interfer­
ences", and

(2) striking out ..the Board of Patent
Interferences" and inserting in lieu thereof
..the Board of Patent Appeals and Interfer­
ences". . '

n» Section 305(e) of the National Aero­
nautics and Space Acto! 1958 (4'2 U.S.C .

_2457(c» is amended by striking out "a
Board of Patent Interferences" and insert­
ing in lieu thereof ..the Board of Patent Ap­
peals and Iriterferences".

SEC. 122. The examiners-In-chief of the
Board of Appeals and the examiners of
interferences of the Board of Patent Inter­
ferences on the effective date of this Act
shall continue in office as m embers of the
Board of Patent Appeals and Interferences.

SEC. 123 . S ec tion 3 of title 35, United
S tates Code, is amended by adding at the
end thereof the following:

" (e) The members of the Trademark Trial
and Appeal Board of the Patent and Trad­
mark Office shall receive compensation
equal to that paid at G8-16 under the G en­
eral Schedule co n tained in section 5332 of
ti tle 5, U r..lted States Code,".

S EC. 124 . (a) T itle 35 of t he Uni t ed States
Code is a m en ded b y ad ding immediately fo l­
lowing secti on 155 t he foll owing n ew s ec ­
t ion:

U§ ] 55A. Patent ex tension.

" (a) Notw it hstanding se ct ion 154 of this
title. t h e term of any patent wh ich en com ­
passes wi th in Its scope a com pos ition of
matter whi ch is a new drug product, if s uch
new drug product Is subjectto the labeling
requirements for oral hypoglycemic drugs
of the sulfonylurea class as promulgated by
the Food and Drug Administration In Its
f inal rule of March 22, 1984 (FR Doc. 84­
9640 ) and was approved by the Food and
Drug Adminis tration for marketing after
p ro rnulgat ion of such final rule and prior to
t h e d e le of enact ment of t h is law, shal l be
ext e ridcd until April 21, 199 2.

"( b) T ne p at en tee or licens ee or author ­
ized r ep r esen t ative of any pa tent descr ibed
in such su bsection (a ) shall. within ninety
da vs a fter the date of enactment of su ch
s ubsecti on. notify t he Commissi oner of Pat­
ents an d Trademarks of t he Dumber of any
pa t-ent so extende d. On r eceipt of s uch
n otice. the Comm issi on er s han confirm such
ex t ension by placing a notice thereof. In the
official fiie of such patent and publishing an
appr opriate notice of such extension In t h e
official G az et te of the P a t ent and Trade­
mark office.".

(b ) T h e table 01 sect ions fo r chapter 14 of
t itle 35. United States Code Is am ended by
adding after the Item r elating to section 155
t h e following new item:

"155A. Paten t extens ion ....
S EC. 125. (a ) Secti ons 109. 110. and 124 of

this Act shall take effec t upon the da te of
en actmen t.

S EC. 112. Sect ion 41 (a )(6 ) of titl e ;j ~.

Uru t e-o S I ar es Code. is amended b y Inserting
"hoard of P at en t Ap pea ls and Irn er fe r­
ences" in lieu of "Board of Appeals", eac h

' p ]a ('e it a ppea rs and Inse rtin g " in the
appeal" a ft er "ora! hearing".

SEC. 113. (a ) S ection 134 of title 35, United
S ta t es Cod e. Includ in g the section h eading,
is a m ended b y in sert ing "Board of Pat en t
Ap pea ls a nd In t erferences" in lie u of
" Board of Appeals" each p lac e 11 appea rs.

(b ) Th e ite m r elatin g to se ct ion 134 in the
an alysis for chapter 12 of title 35. Unit ed
Sta t es Code, Is amende d b y inserti n g " Boa r d

en ces',
SEC. 118 . S ect ion 305 of t itl e 35 , United

S t at es Code, is amen ded b y Insertin g " B oard
of P a ten t Appeals and Int erf er en ce s" In li eu
of "Boar d of Ap peals".

SEC. 119. Sect ion 1295(a)(4) (Al of title 28,
Untted .States Code, Is amended by striking
out "Appeals or the B oard of Patent .. and
Inserting in li eu t h ereof " Ps.ten t Appeals
and" .

SEC. 120. S ection 152 of the At omic
Energy Act of 1954 (42 U.S.C. 2182), is
a m ended b y strik ing ou t "" Bo ard of Patent
In t er fer ences" a n d ins ert in g in li eu t h er eof

mark office.".
(b ) T h e table 01 sect ions for chapter 14 of

ti tle 35. United S ta t es Code Is am ended b y
adding after the it em r ela t ing to section 155
the following new item:

"155A. Patent extension....
SEC. 125. (a) Sec ti ons 109. 110. and 124 of

this Ac t shall take effect upon the d a te of
enactm ent.



CONGRESSIONAL RECORD - SENATEJune 29, 1984
(b l Sections 101 through 108 of thts Act

shall take elrect three months after the date
of enactment.

(c) Sections 111 through 123 of this Act
shall take errect three months after the date
of enactment.

TITLE II-TEXTILE FIBER AND WOOL
PRODUCTS IDENTIFICATION IM­
PROVEMENT ACT
SEC. 201. This title m~S' t>e cited as the

"Textil e Fiber and Wool Products Identifl·
cation Improvement Act". .

SEC. 202. Subsection (b) of sectla,n-l of the
Textile Fiber Products Id en tification Act
(15 U.S .C. 70b(b» Is amended by . adding at
th e end thereof the following fleW para-
graph: . . . . ' . . '

. " (5) It it Is· a textile fiber product proc­
ess ed or manufactured in the Uni ted States,
it be soidentifled." .

SEC. 203. Subsection (e) of section -I of the
Textile 'Fi be r Products Identification Act
(15 U.S.C. 70b(e » Is amended to read as fol­
lows :

"(e) For purposes of this Act. in addition
to the textile fiber products contained
therein:-a package of textile fiber products'
intended for sale to the ultimate consumer
shall be misbranded unless such package
has affixed to it a stamp, tag. label, or other
m eans of identification bearing the informa­
tion required by subsec tion (b ). with r espect
to such contained textile fiber products. or
Is transparent to the extent it allows for the
clear reading of the stamp, tag, label. or
other means of iden t if ica tion on the textile
f iber product, or in the case of hosiery
items. this section shall not be construed as
requir ing the affixing of a stamp, tag, label,
or other m eans of Ident ification to each ho­
siery product con tained in a package if (1)

such hosiery products are in tended for sale
to the ul timate consumer in such package,
(2) such package has affixed to it a stamp,
tag, label. or other means of identification
bearing. with respect to the hosiery prod­
ucts contained therein. the Information re­
quired by subsection (b ). and (3) the infor­
mation on the stamp, tag, label; or other
means of identification affixed to such
package Is equally applicable with respect to
each textile fiber product contained there­
in.".

SEC. 204. Section 4 of the Textile Fiber
Products Iden tification Act (15 U.s.C. 70b)
is am ended by adding at the end thereof the
following n ew subsections:
• "(i) For the purposes 0-1 this Act. a textile
f iber product shall be considered to be false­
ly or deceptively advertised in any mail
order ca talog or mail order promotional ma­
teri al wh ich is used in the direct sese or
direct offerin g for sale of such t extile fiber
pro duc t. unless such textile fiber product
descripti on states in a clear and cons picu ous
manner that suc h t ext ile fib er product Is
proces sed or man ufactured in the Un ited
States, or imported. or both.

" 0 ) For purposes of t h is Act, a t extile
f iber prod uct shall be m isbranded if a
st am p. t ag, label, or other iden t if ica tion
conf ormin g to t h e req uirements of this sec­
t ion ts no t on or affix ed to the Ins ide cen ter
of the n eck m idwa y be tween the shoulder
stoams. or if such product does not con tain a
n~k in t he m ost conspicuous place on the
inner s ide of su ch pro duct . unless il is on or
a! fixed on t h e ou ter s ide of such product. or
in th e case of h osiery Items on the ou ter
sider of su ch product or package.".

SEC. 205. Paragraph (2 ) of section 4(a) of
t'l e Wool Products Labeling Act of 1939 <15
U.S.C. 68b(a )(2» is amended by adding at
t he end thereof the following new subpara­
r.-ap r..s:

V J 1.1.I t: u t:t:K. illiow a y oe Lwt:>.en Lll e S IlUU1U t::J

stoams . or if suc h product does not con tain a
n~k in the m os t conspicuous place on the
inner side of such product. unless il is on or
a! fixed on th e outer sid e of such product. or
in the cas e of h osiery items on the ou ter
s ider of such product or package.".

SEC. 205. Paragraph (2 ) of section 4(a) of
t'l e Wool Products Labeling Act of 1939 <15
U.S.C. 68b(a) (2» is amended by adding at
t he end thereof t he fo llowing new subpara­
r.-apr..s:

"(D) the name of the country where proc­
essed or manufactured.".

SEC. 206. Section 4 of the Wool Products
Labeling Act of 1939 US U.S.C. 68b) Is
amended by adding at the end thereof the
following new subsections:
. "(e) For the purposes of this Act, a wool

product shall be considered to be falsely or
deceptively advertised in any mall order pro­
motional material which Is used in the
direct sale or direct offering for sale of such
wool product, unless such wool product de­
scription states in a clear and conspicuous
manner that such wool product Is processed
or manufactured in the United states. or
imported. or both. . .

" ( f) For purposes of this Act. a-wool prod­
uct shall be misbranded l! a stamp, tag,
l abel. or other identification conforming to
the requirements of this section is not on or
affixed to the Inside center of the next
mid~'JlY between the shoulder seams, or if
such product does not contain a neck in .the
most conspicuous place on the inner side of
such product, unless it IB_ on or affixed on
the outer side of such product or in the case
of hosiery items, on the outer side of such
product or package." .

SEC. 207. Section 5 of the Wool Products
Labeling Act of 1939 U5 U.s.C. 68c) is
amended-

(1 ) by striking out "Any person" in the
first paragraph and inserting in lieu thereof
" (a ) Any person";

(2) by striking out "Any person" in the
second paragraph and inserting in lieu
thereof "(b ) Any person"; and

(3) by inserting after subsect ion (b ) (as
de signated by this s ection) the following
new subsection;

" (c ) For the purposes of subsections (a)
and (b) of this sec tion, any package of wool
prod ucts intended for sale to the ul timate
consumer shall also be considered a wool
product and shall have affixed to it a stamp,
tag. label. or other means of -Iden t if ica ti on
b earing the Information required by section
t. with respect to the wool products con­
tained therein, unless such package of wool
products Is transparent to the extent that It
allows for the clear reading of the stamp,
tag, label, or other means of identification
affixed to the wool product, or in the case
of hosiery items this section shall not be
construed as requiring the affixing of a
stamp, tag, label. or other means of identifi­
cation to each hosiery producl contained in
a package if (1) such hosie ry products are
intended for sale to the ultimate consumer
in su ch package. (2 ) such pack age has af­
fixed to It a stamp, tag. label. or other
means of Identifica tion bearing, with re­
spect to the hosiery products co n tained
there in. the infonnation required by subsec­
tion (4 ), and (3 ) the Inf orm at ion on the
st amp. tag, la bel , or ot h er m eans of identifi­
ca ti on a ff ixed to such package is equally ap­
p licable with r espect to each hosiery prod­
uc t con tained t herein." .

SEC. 208. The amendments made by this
Act shall be effecti ve 90 days after the date
of en actm en t of this Act.

Mr. DOLE. Mr. President. I move to
r econsider the vote by. which the bill
was passed.

Mr. LONG. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.
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Acl sh all be effective 90 days af ter the date
of en actmen t of th is Act.

Mr. DOLE. Mr. President, I move to
reconsider the vote by. which the bill
was passed.

Mr. LONG. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

S 8921
REFERRAL OF THE NUCLEAR

REGULATORY COMMISSION BILL
Mr. DOLE_ Mr. President, I ask

unanimous consent that once the En­
vironment and Public .Works Commit­
tee reports the authorization bill for
fiscal year 1984 and 1985 for the Nu ­
clear Regulatory Commission, it be re­
ferred to the Energy Committee until
no later than August 10. 1984.

The PRESIDING OFFICER. With­
out objection, it is so ordered,

Mr. DOLE. The purpose of this re ­
ferral is to permit the Energy Commit­
tee to review the provision (sec. 201) of
't h e bill, amending the Nuclear Waste ·
Policy Act of 1982.

EXECUTIVE SESSION
Mr. DOLE. Mr. President, I ask

unanimous consent that the Senate go
into executive session to consider Cal­
endar No. 662.

The PRESIDING OFFICER. With·
out objection, It is so ordered.

The nomination wlll be stated.

DEPARTMENT OF THE INTERIOR ·
The legislative clerk read the nomi­

nation of Robert N. Broadbent, of
Nevada, to be an Assistant Secretary
of the Interior.

Mr. DOLE. Mr. President, I sugges t
the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceed ed to
call the roll.

Mr. DOLE. Mr. President, I as k
unanimous consent that t h e order fo r
the quorum call be rescinded.

The PRESIDING OFFICER. With­
out ob jection, it is so ordered.

Mr. DOLE. Mr. President, it is m y
understanding that we have not been
able to clear the nomination of Mr. ·
Robert N. Broadbent to be an Assist­
ant Secretary of the Interior, so we
will take up the nomination, I assume,
when we return in July.

THE NOMINATION OF ROBERT
N.BROADBENT

• Mr. DECONCINI. Mr. President, the
Senate Energy and Natural Resources
Committee favorably reported the
nomination of R obert N. Broadbent to
be Assistant Secretary of the Interior
for Water and Science. Bob Broadben t
served as Commissioner of R ecl ama­
tion from 1980 to 1983 and throughout
that period demonstrated to all wes t ­
emers that he clearly understood the
va lue of reclamation projects and the
importan t role r eclamation pro grams
play in the lives of all citizens in West­
em Stat es . Mr. President, water is per­
haps the single-most important natu­
ral resource in this country. In States
like Arizona, where there is always a
threatened shortage of this precious
resource, reclamation has become the
only method of insuring a su fficien t
supply of water to meet the needs of

important role r eclamation programs
play in the lives of all citizens in W est­
em S tat es . Mr. President, water is per­
haps the single-most important n atu­
ral resource in this country, In S t ates
like Arizona, where there is always a
threatened shortage of this precious
resource, reclamation has be come the
only method of insuring a suffi cien t
supply of water to meet the n eeds of
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CIRCULAR No.A-124

TO THE HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS

SUBJECT: Patents - Small Business Firms and Nonprofit
Organizations

1. purposel
• This Circular provides policies, procedures,

and guidelines with respect to inventions made by small
businesS firms and nonprofit organizations, including univer­
sities, under funding agreements with Federal agencies where a
purpose is to perform experimental, developmental, or research
work.

2. Rescissions. This Circular supersedes OMB Bulletin 81-22
effective March 1, 1982.

3. Author i ty. Th is Circular is issued pursuant to the
authority contained in 35 U.S.C. §206 (§6 of P.L. 96-517, "The
Patent and Trademark Amendments of 1980").

4. Background. After many years of public debate on means
to enhance the utilization of the results of Government fund~d

research, Public Law 96-517 was enacted. This Act gives non­
profit organizations and small businesses, with limited
exceptions, a first right of refusal to title in inventions
they have made in performance of Government grants and
contracts. The Act takes precedence over approximately 26
conflicting statutory and administrative policies.

Under the Act, the Office of Federal Procurement Policy (OFPP)
is responsible for the issuance of the regulations
i mp l e me n t i ng 35 U. S.C. §202-204 after consultation wi th the
Office of Science and Technology Policy (OSTP). On July 2,
1981, OMB Bulletin 81-22 was issued to provide interim regula­
tions while agency and public comments were sought. Based on
a review of these comments, this Circular is issued to
establish permanent implementing regulations and a standard
patent rights clause.

5. Policy and Scope. This Circular takes effect on March 1,
1982, and will be applicable to all funding agreements with
small business firms and domestic nonprofit organizations
executed on or after that date. This includes

._,~,--------
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conditions as to establish that the invention is being
utilized and that its benefits are, to the extent permitted by
law or Government regulations, available to the p ublic on
reasonable terms.

f. The term "made" when used in relation to any
invention means the conception or first actual reduction to
practice of such invention.

g. The term "small business firm" means a small
business concern as defined at section 2 of Public Law 85-536
{IS U.S.C. 9632} and implementing regulations of the
Administrator of the Small Business Administration. For the
purpose of this Circular, the size standards for small
business concerns involved in Government procurement and
subcontracting at 13 CFR 121.3-8 and 121.3-12, respectively,
will be used.

h. The term "nonp~ofit organization" means
universities and other institutions of higher education or an
organization of t he type described in section 501{c} {3} of the
Internal Revenue Code of ·1954 {26 U. S.C .9501 {c}} and ,e xemp t
from taxation under section 501 (a) of the Internal Rev,enue
Code {26 U.S.C. §501{a}} or any nonprofit scientific ' or
educational organization qualified under a state nonprofit
organization statute.

7. Use of the Patent Rights {Sma l l Business Firm or
Nonprofit Organization} (March 1982) Clause.

a. Each funding agreement awarded to a small business
firm or domestic nonprofit organization which has as a purpose
the performance of exper imental, developmental or research
~ork shall contain the "Patent Rights (Small Business Firm or
Nonprofit Organization) (March 1982)" clause set f o r t h in
Attachment A with such modifications and tailoring as may be
authorized in Part 8, except that the funding agreement may
contain alternative provisions--

(I) when the funding agreement is for the operation
of a Government-owned research or production facility; or

(2) in exceptional circumstances when it is
determined by the agency that restr iction or elimination of
the right to retain title to any subject invention will better
promote the policy and objectives of Chapter 38 of Title 35 of
the United States Code; or

Ul::I.~:::l.U1.1.Ul::U u:t I.Ul:: Q~l::UI".;:t I.UQI. 1.l::;:'1.1. .1.1".;1..1.VU VI. l::.L ,UII.1.UCll.ol.VU Vol.

the right to retain title to any subject invention will better
promote the policy and objectives of Chapter 38 of Title 35 of
the United States Code; or



5

agreement was awarded), the agency shall take appropr iate
action to ensure that small business, firms or domestic non­
profit. organization subcontractors under such prime funding
agreements t ha t received their subcontracts after July 1,
1981, will receive rights in their subject inventions that are
consistent with P.L. 96-517 and this Circular. Appropriate
actions might include (i) amendment of prime contracts and/or
subcontracts; (ii) requiring the inclusion of the clause of
Attachment A as a condition of agency approval of a subcon­
tract; or (iii) the granting of title to the subcontractor to
identified subject inventions on terms substantially the same
as contained in the clause of Attachment A in the event the
subcontract contains a "deferred determination" or
"acquisition by the Government" type of patent rights clause.

d. To qualify for the clause of Attachment A, a
prospective contractor may be required by an agency to certify
that it is ei ther a small business firm or a domestic non­
profit organization. If the agency has reason to question the
status of the prospective contractor as a small business firm
or domestic nonprofit organization, it may file a protest in
accordance with 13 C.F.R. 121.3-5 if small business firm
status is questioned or require the prospective contractor to
furnish evidence to establish its status as a domestic non­
profit organization.

8. Instructions for Modification and Tailorin of the Clause
of Attac ment A.

a. Agencies should complete the blank in paragraph
g. (2) of the clause of Attachment A in accordance with their
own or applicable Government-wide regulations such as the FPR
or DAR. The flow-down provisions of the clause cited by the
agency should, of course, reflect the requirement of Part
7.c.(1).

b. Agencies should complete paragraph 1.
"Communications" at the end of the clause of Attachment A by
designating a central point of contact for communications on
matters relating to the clause. Additional instructions on
communications may also be included in paragraph 1.

c. Agencies may replace the italicized or underlined
words and phrases wi th those appropr iate to the particular
funding agreement. For example "contract" could be replaced
by "grant", "contractor" by "grantee", and "contracting
officer" by "grants officer." Depending on its use; "Federal
agency" can be replaced ei ther by the identif Icac Ion of the
agency or by the specification of the particular of f i.ce or
official within that agency.

1 >
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(4) Provide, upon request, the filing date, serial
number and title; a copy of the patent application; and patent
number and issue date for any subject invention in any country
in which the contractor has applied for patents.

Part 9.

a.

Publication or Release of Invention Disclosures

35 u.s.c. §205 provides as follows:

"Federal agencies are author ized to wi thhold
from disclosure to the public information dis­
closing any invention in which the Federal
Government owns or may own a right, title, or
interest (including a nonexclusive license)
for a reasonable time in order for a patent
application to be filed. Furthermore, Federal
agencies shall not be required to release
copies of any document which is part of an
application for patent filed with the Uni ted
States Patent and Trademark Office or with any
foreign patent office."

b. To the extent authorized by 35 u.s.c. §205, agencies
shall not disclose to third parties pursuant to requests under
the Freedom of Information Act (FOIA) any information disclos­
ing a subject invention for a reasonable time in order for a
patent application to be filed. With respect to subject
inventions of contractors that are small business firms or
nonprofit organizations, a reasonable time shall be the time
during which an initial patent application may be filed under
paragraph c. of the clause of Attachment A or such other
clause that may be used in the funding agreement. However, an
agency may disclose such subject inventions under the FOIA, at
its discretion, after a contractor has elected not to retain
title or after the time in which the contractor is required to
make an election if the contractor has not made an election
wi thin that time. Similarly, an agency may honor an FOIA
request at its discretion if it finds that the same informa­
tion has previously been published by the inventor, contrac­
tor, or otherwise. If the agency plans to file itself when
the contractor has not elected ti t Le , it may, of course,
continue to avail itself of the authority of 35 U.S.C. §205.

c. As authorized by 35 U.S.C. i205, Federal agencies
shall not release copies of any document which is part of an
application for patent filed on a subject invention to which a
small business firm or nonprofit organization elected to
retain title.

d. A number of agencies have policies to encourage
public d Lasevi na t i on of the results of work supported by the

snall not release copies of any document which is part Of an
application for patent filed on a subject invention to which a
small business firm or nonprofit organization elected to
retain title.

d. A number of agencies have policies to encourage
public d Lasevi na t i on of the results of work supported by the
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35 u.s ,c , §202 (c) (5), disclose such information to persons
outside the Government~

11. Retention of Ri~hts by Inventor. Agencies which allow an
inventor to retain rIghts to a subject invention made under a
fund ing agreement with a small business firm or nonprof it
organization contractor, as authorized by 35 U.S.C. §202(d),
will impose upon the inventor at least those conditions that
would apply to a small business firm contractor under para­
graphs d.(ii) and (iii): £.(4): h.: i.~ and j. of the clause
of Attachment A.

12. Government Assignment to Contractor of Rights in
Invention of Government Employee . In any case when a Federal
employee is a co-inventor of any invention made under a
funding agreement with a small business firn or nonprofit
organization and the Federal agency employing such co-inventor
transfers or reassigns the right it has acquired in the
subject invention from its employee to the contractor as
authorized by 35 U.S.C. 202(e), the assignment will be made
subject to the same conditions as would apply to the c~ntrac­

tor under the clause of Attachment A.

13. Exercise of March-in Rights.

a. The following procedures shall govern the exercise
of the march-in rights of the agencies set forth in 35 U.S.C.
§203 and the clause at Attachment A.

b. Whenever an agency receives information that it
believes might warrant the exercise of march-in rights, before
initiating any march-in proceeding in accordance with the
procedures of Part 13.c.-h. below, it shall notiJy the con­
tractor in wr i ting of the information and request informal
written or oral comments from the contractor. In the absence
of any comments from the contractor within 30 days, the agency
may, at its discretion, proceed with the procedures below. If
a comment is received, whether or not within 30 days, then the
agency shall, within 60 days after it receives the comment,
either initiate the procedures below or notify the contractor,
in writing, that it will not pursue march-in rights based on
the information about which the contractor was notified.

c. A march-in proceeding shall be initiated by the
issuance of a written notice by the agency to the contractor
and its assignee or exclusive licensee, as applicable, stating
that the agency is considering the exercise of march-in
rights. The notice shall state the reasons for the proposed
march-in in terms sufficient to put the contractor on notice
of the facts upon which the action would be based and shall
specify the field or fields of use in which the agency is con­
sidering requiring licensing. The notice shall advise the

-------- - - - - - --- - - -- - -----..:-~_-_._- ------ - . - - - _. - - - - ..
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head of the agency or designee and sent to the contractor
(assignee or exclusive licensee) by certified or registered
mail within 90 days after the completion of fact-finding or
the proceedings will be deemed to have been terminated and
thereafter no march-in based on the facts and reasons upon
which the proceeding was initiated may be exercised.

h. An agency may, at any time, terminate a march-in
proceeding if it is satisfied that it does not wish to exer­
cise march-in rights.

i. The procedures of th is Part shall also apply to the
exercise of march-in rights against inventors receiving title
to subject inventions under 35 U.S.C. §202(d) and, for that
purpose, the term "contractor " as used in this Part shall be

I deemed to include the inventor.

j. Notwithstanding the last sentence of Part l3 .c., a
dete rmination to exercise march-in in cases where the subject
invention was made under a cont ract may be made initially by
the contracting officer in accordance with t he procedures of
the Contract Disputes Act. In such cases, the procedures of
the Contract Disputes Act will apply in lieu of those in Par ts
13.d.-g. above (except that the last sentence of Part l3.e .
shall continue to apply). However, when the procedures of
this Part l3.j. are used, the contractor, assignee, or
exclusive license will not be required to grant a license and
the Government will not grant any license unt i l after either:
(1) 90 days from the date of the contractor 's receipt of t he
contracting officer's decision, if no appeal of the decision
has been made to an agency board of contract appeals, or if no
action has been brought under Section 10 of the Act within
that time; or (2) the board or court, as the case may be, has
made a final decision in cases when an appeal or action has
been brought wi thin 90 days of the contracting off icer' s
decision.

k. Agencies are authorized to issue supplemental
procedures, not inconsistent herewith, for the conduct of
march-in proceedings.

14. Appeals.

a. The agency offic ial initially authorized to take any
of the following actions shall provide the contractor with a
written statement of the basis for his or her action at the
time the action is taken, i ncluding an y r e l evant facts that
were relied upon i n taking the act i on :

(1) A refusal to grant an extension under paragraph
c. (4) of the clause of Attachment A.

written statement of the basis for his or her action at the
time the action is taken, i ncluding any r e l evant facts that
were relied upon i n taking the act i on :

(1) A refusal to grant an extension under paragraph
c. (4) of the clause of Attachment A.
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necessary for the practice of a subject invention or for the
use of a work object of the funding agreement and , t ha t such
action is necessary to achieve practical application of the
subject invention or work object. Any such determination will
be on the record after an opportunity for an agency hearing,
and the contractor shall be given prompt notification of the
determination by certified or registered mail.

16. Administration of Patent Rights Clause.

a. It is important that the Government and the
contractor know and exercise their rights in subject inven­
tions in order to ensure their expeditious availability to the
puhl Ic , to enable the Government" "the contractor, and the
public to avoid unnecessary payment of royalties, and to
defend themselves against claims and suits for patent
infr ingement. To attain these ends, contracts should be so
administered that:

(1) Inventions are identified, disclosed, and an
election is made as required by the contract clause.

(2) The rights of the Government in such inventions
are established;

(3 )
timely filed
Government;

When
and

appropriate,
prosecuted by

patent applications
contractors or by

are
the

(4) The rights in patent
documented by formal instruments such
assignments;

applications
as licenses

are
or

(5) Expeditious commercial utilization of such
inventions is achieved.

b. With respect to the conveyance of license or
assignments to which the Government may be entitled under the
clause of Attachment A, agencies should follow the guidance
provided in 41 CFR 1-9.109-5 or 32 CFR 9-109.5.

c. In the event a subject invention is made under
funding agreements of more than one agency, at the request of
the contractor or on their own initiative, the agencies shall
designate one agency as responsible for administration of the
rights of the Government in the invention.

17. Modification of Existing Agency Regulations.

a. Existing agency patent regulations or other
published policies concerning inventions made under funding
agreements shall be modified as necessary to make them

- ... "::J ...... - -.... ..... .... -. 'i#ltJy 'C4 "'1.111'11;;;;1& '- .1.&& ""........ ~IIV~11 '-'.LVII.
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ATTACHMENT A
CIRCULAR A-124

The following is the standard patent rights claused to be used
in funding agreements as provided in Part 7.

PATENT RIGHTS (Small Business Firms and
Nonprofit Organizations) (March 1982)

a. Definitions

(1) "Invention" means any invention or discovery
which is or may be patentable or otherwise protectable under
Title 35 of the United States Code.

(2) "Subject Invention" means any invention of the
contractor conceived or first actually reduced to practice in
the performance of work under this contract.

(3) "Practical Application" means to manufacture in
the case of a composition or product, to practice in the case
of a process or method, or to operate in the case of a machine
or system; and, in each case, under such condi tions as to
establish that the invention is being util ized and that its
benef its are, to the extent permitted by law or Government
regulations, available to the public on reasonable terms.

(4) "Made" when used in relation to any invention
means the conception or first actual reduction to practice of
such invention.

(5) "Small Business Firm" means a small business
concern as defined at Section 2 of Public Law 85-536 (15
U.S.C. §632) and implementing regulations of the Administrator
of the Small Business Administration. For the purpose of this
clause, the size standards for small business concerns
involved in Government procurement and subcontracting at 13
C.F.R. 121.3-8 and 13 C.F.R. 121.3-12, respectively, will be
used.

(6) "Nonprofit Organization" means a university or
other i n s t i t u t i on of higher education or an organization of
the type described in section 501(c) (3) of the Internal
Revenue Code of 1954 (26 USC §501(c)) and exempt from taxation
under section 501 (a) of the Internal Revenue Code ,(26 USC
§501(a)) or any nonprofit scientific or educational organiza­
tion qualified under a state nonprofit organization statute.

under section 501 (a) of the Internal Revenue Code ,(26 USC
§501(a)) or any nonprofit scientific or educational organiza­
tion qualified under a state nonprofit organization statute .

._._ .._. ..... ._ ._ .n_.... ._._ _.~ . . .
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permission is granted by the Commissioner of Patents and
Trademarks to file foreign patent applications where such
filing has been prohibited by a Secrecy Order.

(4) Requests for extension of the time for
disclosure to the agency, election, and filing may, at the
discretion of the funding Federal agency, be granted.

d. Conditions When the Government May Obtain Title.

(1) The contractor will convey to the Federal
agency, upon written request, title to any subject invention:

(i) If the contractor fails to disclose or
elect the subject invention within the times specified in G.
above, or elects not to retain title.

(ii) In those countries in which the
contractor fails to file patent applications within the times
specified in c. above; provided, however, that if the
contractor has filed a patent appl ication in a country after
the times specified in c., above, but prior to its receipt of
the wr i tten request of the Federal agency, the contractor
shall continue to retain title in that country.

(iii) In any country in which the
contractor decides not to continue the prosecution of any
application for, to pay the maintenance fees on, or defend in
reexamination or oppos ition proceeding on, a patent on a
subject invention.

e. Minimum Rights to Contractor

(1) The contractor will retain a nonexclusive,
royal ty-free 1 icense throughout the world in each subject
invention to which the Government obtains title except if the
contractor fails to disclose the subject invention within the
times specified in c., above. The contractor's license
extends to its domestic subsidiaries and affiliates, if any,
within the corporate structure of which the contractor is a
party and includes the right to grant sublicenses of the same
scope to the extent the contractor was legally obligated to do
so at the time the contract was awarded. The license i s
transferable only wi th the approval of the fund ins. Federal
atency except when transferred to the successor of that party
o the contractor's business to which the invention pertains.

(2) The contractor's domestic license may be
revoked or modified by the funding Federal a9.ency to the
extent necessary to achieve expeditious practical application

- -
of the contractor's business to which the invention pertains.

(2) The contractor's domestic license may be
revoked or modified by the funding Federal a9.ency to the
extent necessary to achieve expeditious practical application
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information required by c . (1 ) above. The contractor shall
instruct such employees through employee agreements or other
suitable educational programs on the importance of reporting
inventions in sufficient time to permit the filing of patent
applications prior to u.s. or foreign statutory bars.

(3) The contractor will notify the Federal agency
of any decision not to continue the prosecution of a patent
application, pay maintenance fees, or defend in a reexamina­
tion or opposition proceeding on a patent, in any country, not
less than thirty days before the expiration of the response
period required by the relevant patent office .

(4) The contractor agrees to include, wi thin the
specification of any United States patent application and any
patent issuing thereon cover ing a subject invention, the
following statement, "This invention was made with Government
support unde r (identify the contract) awarded by (identify the
Federal agency). The Government has certain rights in this
invention."

g. Subcontracts

(1) The contractor will include this clause,
suitably modified to identify the parties, in all subcon­
tracts, regardless of tier, for experimental developmental or
research work to be performed by a small business firm or
domestic nonprofit organization. The subcontractor will
retain all rights provided for the contractor in this clause,
and the contractor will not,as part of the consideration for
awarding the subcontract, obtain rights in the subcontractor's
subject inventions.

(2) The contractor will include in all other
subcontracts, regardless of tier, for experimental, develop­
mental or research work the patent rights clause required by
(cite section of agency implementing regulations, FPR, or

DAR) •

(3) In the case of subcontracts, at any tier, when
the prime award with the Federal agency was a contract (but
not a grant or cooperative agreement ), the agency, subcontrac­
tor , and the contractor ag ree that the mutual obligations of
the parties created by t h i s clause constitute a contract
between the subcontractor and the Federal agency with respect
to those matters covered by this clause.

h. Reporting on Utilization of Subject Inventions

The contractor agrees to submit on request periodic
reports no more frequently than annually on the utilization of

to those matters covered by this clause.

h. Reporting on Utilization of Subject Inventions

The contractor agrees to submit on request periodic
reports no more frequently than annually on the utilization of

~---~---~~~~ ~----~-------~ ----~-
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take wi thin a reasonable time, effective steps to achieve
practical application of the subject invention in such field
of use.

(2) Such action is necessary to alleviate health or
safety needs which are not reasonably satisfied by the
contractor, assignee, or their licensees;

(3) Such action is necessary to meet requirements
for pubLi c use specified by Federal regulations and such
requirements are not reasonably satisfied by the contractor,
assignee, or licensees; or

(4) Such action is necessary because the agreement
required by paragraph i of this clause has not been obtained
or waived or because a licensee of the exclusive right to use
or sell any subject invention in the Uni ted States is in
breach of such agreement.

k . Special Provisions for Contracts wi th Non-profit
Organizations

If the contractor is a non-profit organization, it
agrees that:

(1) Rights to a subject invention in the United
States may not be assigned without the approval of the Federal
a~ency, except where such assignment is made to an organiza­
tIon which has as one of its primary functions the management
of inventions and which is not, itself, engaged in or does not
hold a substantial interest in other organizations engaged in
the manufacture or sale of products or the use of processes
that might utilize the invention or be in competition with
embodiments of the invention provided that such assignee will
be subject to the same provisions as the contractor);

(2) The contractor may not grant exclusive
licenses under United States patents or patent applications in
subject i nvent i ons to persons other than small business firms
for a period in excess of the earlier of:

(i) five years from f i r s t commercial sale or use of
the invention; or

(ii) eight years from the date of the exclusive
license excepting that time before regulatory agencies neces­
sary to obtain premarket clearance, unless on a case-by-case
basis, the Federal agency approves a longer exclusive license.
If exclusive field of use licenses are granted, commercial
sale or use in one field of use will not be deemed commercial

\.&..&., "".&.':1..... l'""g.L,;:o ".L \,,/111 \. 111:: UQ \.1:: UJ.. 1..111:: t::A~.1.U::;.1vt::
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If exclusive field of use licenses are granted, commercial
sale or use in one field of use will not be deemed commercial
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

WASHINGTON, D.C. 2OllO3

FOR IMMEDIJI..TE RELEASE
February 12, 1982

OMB 82-5
Public Affairs
395-3080

The Office of Management and Budget and its corrponent agency, the Office of

Federal Procurement Policy, have jointly issued a new circular to all

governrrent agencies carrying out the provisions of Public Law 96-517, which

deals with the rights of small businesses, universities and other non-profit

organizations to inventions made under research sponsored by the Government.

The new OMB Circular 124 replaces an interim directive that was issued last

July to implement the 1980 legislation.

The Circular is designed to encourage innovation and the utilization of
inventions arising from Q:)vernment supported research and developnenmt by small
businesses, universities and non-profits. It covers the disposition of the
invention results from approximately $1.2 billion of grant and contract awards
to small business and $5 billion to universities and non-profits each year. The
Administration anticipates that this large investment coupled for the first time
with a Goverrunent-wide pol.i.cy of allowing the private sector the incentive of
patent ownership will lead to a significant increase in the commercialization of
resulting inventions.

The Circular is designed to simplify the current regulatory framework by
replacing numerous separate and diverse agency regulations and procedures
covering small business, universities and nonprofits with a single,
Goverrurent-wide pol i ey, As mandated by Public Law 96-517 the new Circular
establishes a standard Patent Rights clause to be included in all Government
grants and contracts with such organizations, which gives these inventing
organizations the right to retain ownership of inventions. The Circular also
requires agencies to modify exising regulations to bring them into conformity
with the Circular.

To further encourage a uniform and effective application of the law, the
Circular establishes the Department of Corrmerce as the lead agency to rnonitor
its iIlplementation, evaluate its effect on inoovation, and serve as the
clearinghouse for information regarding Government patent policy. Since the Act
applies to a wide range of Government procurement and assistance activities, it
is expected that the assignment of coordination functions to the Department of
Commerce will help to prevent inconsistent tmplernentation and the proliferation
of new regulations.
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Small businesses should benefit because:

- More highly qualified small businesses will seek Government
funded research projects since fear of losing the rights to
valuable innovative concepts will 00 longer be a problem when
dealing with the Government.

- Federally-sponsored research which results in invention and does
not threaten proprietary positions will aid in restoring the
vitality of small rosiness. Without such rights many small firms
could not justify the risk of further commercial development or
attract private risk capital for such development.

Non-profits and universities are also benefited because:

- Patent rights are critical to university and non-profit
technology transfer or patent licensing programs.

- Substantial private investment is required to further develop
university invention. Patent ownership provides the incentive
for the university to seek private firms to undertake the risk of
deve.loprent,

In addition to improving the climate for university licensing,
the Circular also stimulates increased university-industry
cooperative programs by virtually eliminating industry concerns
about Government claims under related research.

- Because a substantial portion of all medical research is done at
universities and because of the ~rtance of patent rights in
the pharmaceutical and related industries, the Circular is
critical to the developtent of new drugs and medical devices and
procedures.

FOR ADDITICNAL INFORMATICN <XNl'ACT: Fred Dietrich, 202-395-6810
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Administration anticipates that this large investment coupled for the first time
with a Government-wide p:>licy of allowing the private sector the incentive of
patent ownership will lead to a significant increase in the commercialization of
resulting inventions.

The Circular is designed to simplify the current regulatory frarne~rk by
replacing numerous separate and diverse agency regulations and procedures
oovering small business, universities and nonprofits with a single,
Government-wide pol i cy, As mandated by Public Law 96-517 the new Circular
establishes a standard Patent Rights clause to be included in all Government
grants and contracts with such organizations, which gives these inventing
organizations the right to retain ownership of inventions. The Circular also
requires agencies to modify exising regulations to bring them into oonformity
with the Circular.

To further enoourage a uniform and effective application of the law, the
Circular establishes the Department of Oommerce as the lead agency to monitor
its inplementation, evaluate its effect on .innovation, and serve as the
clearinghouse for informatioo regarding Government patent policy. Since the Act
applies to a wide range of Government procurement and assistance activities, it
is expected that the assignment of coordination functions to the Department of
Commerce will help to prevent inconsistent implementation and the proliferation
of new regulations•

.~-----------------

its inplementation, evaluate its effect on .innovation, and serve as the
clearinghouse for informatioo regarding Government patent policy. Since the Act
applies to a wide range of Government procurement and assistance activities, it
is expected that the assignment of coordination functions to the Department of
Commerce will help to prevent inconsistent implementation and the proliferation
of new regulations•

.~-------------~---



Small businesses should benefit because:

- More highly qualified small businesses will seek Government
funded research projects since fear of losing the rights to
valuable innovative concepts will no longer be a problem when
dealing with the Government.

- Federally-sponsored research which results in invention and does
not threaten proprietary positions will aid in restoring the
vitality of small rosiness. Without such rights many small firms
could not justify the risk of further ~rcial developnent or
attract private risk capital for such development.

Non-profits and universities are also benefited because:

- Patent rights are critical to university and non-profit
ted1nology transfer or patent licensing programs.

- Substantial private investment is required to further develop
university invention. Patent ownership provides the incentive
for the university to seek private firms to undertake the risk of
developnent.

In addition to improving the climate for university licensinq,
the Circular also stimulates increased university-industry
cooperative programs by virtually elimdnating industry concerns
about Government claims under related research.

- Because a substantial portion of all medical research is done at
universities and because of the irrportance of patent rights in
the pharmaceutical and related industries, the Circular is
critical to the developnent of new drugs and medical devices and
procedures.

FOR ADDITICNAL INFORM.l\TICN CXNl'ACI': Fred Dietrich, 202-395-6810

- ---- - - - - - .. ._--_...._ - _._.._- ---- - ...._ - - _. - - - - - - ---- - ---- - - --
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OFACE OFMANAGEMENT AND
euDGET

Offlce of Federal Procurement Policy

CIrcular No. A-124, Patents-Small
firms and NofH'roflt Organizations
AGENCY: Office of Federal Procurement
Policy, OMB.
ACTION: Notice.

IUIIIIIAItY: This Circular, issued
pursuant to the authority contained in
Pub. 1.. 96-517, .eta forth policies,
procedures and a standard claU;" for
executive branch agency use WIth
regard to inventions made by small
business firma and non-profit
organizations and universities under
funding agreements (contracts, grants
and cooperative agreements) with
Federal agencies where a purpose is to
perform experimental, developmental
and research work. This supersedes
OMB Bulletin No. 81-22 and reflects
public commentl received on OMB
Bulletin No. 11-ZZ (46 FR 34776. July 2,
1981) .
IFFECTM DATE March 1, 1982.
FOR IIURTltER INFORMATION CONTACT:
Mr. Fred H. Dietrich, Anociate
Administrator, Office of Federal
Procurement Policy, 7Z6Jackson Place.
NW ., Wuhington. D.C. 20S03, (202) 395-
6810. _

SUPPUMENTARY INPOMIAT1ON: This
Circular ia a revision of OMB Bulletin
No. 81-22 which was iuued on July 1.
1981, accompanied by a requeat for

..,m.ua~.u "'''fu. v ...~ \-.v rn .,-a"U, JWI ~
1981}.
IFFECTM DATE March 1, 1982.
FOR IIURTltER INFORMATION CONTACT:
Mr. Fred H. Dietrich, Anociate
Administrator, Office of Federal
Procurement Policy, 7Z6Jackson Place.
NW .. Wuhington. D.C. 20503, (202) 395-
6810. _ _ _ __ _

SUPPUMENTARY IMIORMAT1ON: This
Circular ia a revision of OMB Bulletin
No. 81-22 which was iuued on July 1.
1981, accompanied by a requeat for

comments from the public and Federal
agencies. Approximately 138 comments
were received from individuals,
universities, nonprofit organizations.
industrial concerns, and Federal
agencies.

Copies of all the comments are
available on record at OFPP. A
compilation of summaries of the
comments organized by Bulletin section
along with a rationale for their
disposition can be obtained by writing
to: Fred Dietrich, address as above.

The Bulletin has been reformated for
easier reading and simplified reference
to its provisions. For example. the
standard clause has been moved from
the body of the Circular to Attachment
A. Instructions and policies on the use of
the standard clause have been
consolidated in Part 7. Inatructions for
modification or tailoring of the clause
have been consolidated in Part 8. Other
general policies relating to the clause or
the Act have been treated in teparate
parts. Some of the more aipificant
changes that were D18de ... Nault of
the commenta are diacuaaed below.

"Explana tions are ....0 given a. to why
certain COD1lDl!nta were not adopted.

L CommeDts RelaliDs to Poley ad
...8ectInN
A. Subcontracts

A number of commenta Indicated that
more clarification on the application of
the Circular to subC;qotraeta was
needed. Revisio~ were D18de in Part 5 ­
and Part 7c. to ~ddrelll ~ concern.

the cOmmenta are diacuaaed below.
"Explana tions are ....o given a. to why
certain commenta were not adopted.

L Commeats Relatlns to Poley ad
...8ectinas

A. Subcontracts

A number of commenta Indicated that
more clarification on the application of
the Circular to sub(;qotraeta was
needed. Revisio~ were D18de in Part 5
and Part 7c. to ~ddrelll ~ concern.

B. Limitation to Funding Agreements
Performed in the United States

""There were also a large number of
comments questioning the limitation of
the Bulletin to funding agreements
performed in the United States. The
Circular has been revised to eliminate
any distinctions based on where the
funding agreement is performed.
However. the definition of "nonprofit
organization" at 35 U.S.C. 201 has been
interpreted to cover only domestic, .
nonprofit organizations. The defim~on

of "small business" in SBA regulations
which are referenced in the Act
excludes foreign business. A strong
argument can be made that the Congress
did Dot include foreign nonprofits. For
example. that part of the statutory
definition referencing organizations

""qualified under a S!flte n0IIJ>.ro~t .
organization statute clearly IS limited
to U.S. organizations. Similarly. that part
of the definition referencing Section 501
of the Tax Code manifest an intention to
cover US. baaed organizations••ince
foreign corporations are not subject to
u.s. tax except If they are doing
businesa in the United States.

C InventiON Made Prior to July 1. 1981

Part 5 of theCircular was revised. as
auggested by commentors. to encourage
agencies to treat inventions made under
fundingagreements predating the Act in
• manner similar to inventions under QlP

foreign corporations are not subject to
u.s. tax except If they are doing
bUlinesa in the United States.

CInventiON Made Prior to July 1. 1981

Part 5 of theCircular was revised. as
auggested by commentors. to encourage
agencie. to treat inventions made under
funding agreements ?redat~ the Act in
• manner similar to mventions under QlP
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have been made as a result of the
comments.

Several agencies felt the procedures
were too formal and cumbersome. Some
universities were also concerned that
there did not appear to be a way for an
agency to reject a march-in without
going into a full-blown procedure. To
address these concerns Part 13.b. was
added to provide for an informal and
rapid agency decision making process as
to whether or not to begin a more formal
proceeding. Part 13.h. was also added to
make clear that an agency could
discontinue a proceeding at any time it
is satisfied that march-in is not ,
warranted. This emphasizes that march­
in is strictly a matter for agency
discretion. Even though an agency may
begin march-in because of the
complaints of a third-party, that third
party does not have standing and cannot
insist on either the initiation or
continuation of a march-in proceeding.

A number of universities asked that
time limits be placed on the duration of
a march-in proceeding. It is not believed
to be practical to place an overall time
limit on a march-in proceeding,
particularly since delays in fact-finding
might be the result of contractor
requests for delays. However. Part 13.b.
includes a procedure for informal
agency decision-making, as noted
above, with specified time restraints. In
addition, Part 13.g.places a 90 day time
limit on the issuance of a determination
after fact-finding is completed.

Several universities also
recommended that march-in .
determinations be appealable to the
lead agency. However, this
recommendation was not adopted. It is
believed the procedures established will
ensure that march-ins are only exercised
after careful consideration. Contractors
may also appeal any arbitrary decisiona
or those .not conducted in accordance
with proper procedures to the courts.

Part 13.j. was added to clarify the
relationship of the procedures of the
Contract Disputes Act to the march-in
procedures of Part 13 c.-g. to the extent
a determination to march-in is
considered a contract dispute.

Several universities also
recommended that march-in proceedings
be closed to the public where
confidential information might be
disclosed. Language has been included
in Part 13.e. to require this. The
information on utilization obtained as
part of a march-in is consivered within
the scope of the utilization information
which agencies are required to obtain
the right to under 35 U.S.C.202(c)(5), and
the same statutory exclusion from
disclosure is applicable to it. It can also
be expected that the same information

be closed to the punuc where
confidential information might be
disclosed. Language has been included
in Part 13.e. to require this. The
information on utilization obtained as
part of a march-in is consivered within
the scope of the utilization information
which agencies are required to obtain
the right to under 35 U.S.C.202(c)(5), and
the same statutory exclusion from
disclosure is applicable to it. It can also
be expected that the same information

would be trade-secret information
exempt from public disclosure.

I. Appeals
As a result of a number of commenta,

it was determined that the appeals
provisions of Part 5.g.of the Bulletin did
not address the full scope of appealable
decisions and that particularly in
forfeiture cases more detailed
procedures should be followed. Part 14
has been revised accordingly. However,
other recommendations to allow appeal
to the lead agency were not adopted
since a number of agencies were
concerned that this would interfere with
their prerogratives.

Since it is anticipated that in contract
situationa a number of these actions
would be subject to the Contract
Disputes Act, language was added to
Part 14 to expressly acknowledge that
procedures under that Act would fully
comply with the requirements
established in Part 14.

K. Multiple Sources ofAgency Support

One university suggested that there
was a need for additional guidance in
cases when a subject invention can be
attributed to more than one agency
funding agreement. To address this
concern Part 16c. was added to require
agencies to select one agency to
administer a given subject invention
when there have been multiple agencies
providing support. It is intended that
only that agency could then exercise
march-In or take other actions under the
clause. It would be a matter between the
agencies as to how any actiona of the
selected agency would be coordinated
with the others.

1.. Lead Agency

Bulletin 81-22 noted that the lead
agency concept was under discussion
and solicited comments on this matter.
The Department of Commerce has been
selected as the new lead agency based
on its prior experience and wide ranging
interest in technology transfer,
productivity, innovation and
Government patent policy. The lead
agency will, among other assignments,
review agency implementing
regulations; disseminate and collect
information; monitor administrative or
compliance measures; evaluate the Pub.
1.. 96-517's implementation; and
recommend appropriate changes to
OMB!OFPP.

M Optional Clause Language at Section
5b{1}(vi}of the Bulletin

The most commented upon aspect of
the Bulletin was the optional reporting
language authorized by Part 5.b.(1)(vi).
Approximately 70 commenta were, .

information; monitor administrative or
compliance measures; evaluate the Pub.
1.. 96-517's implementation; and
recommend appropriate changes to
OMB!OFPP.

M Optional Clause Language at Section
5b{1}(vi}of the Bulletin

The most commented upon aspect of
the Bulletin was the optional reporting
language authorized by Part 5.b.(1)(vi).
Approximately 70 commenta were, .

received from universities and nonprofit
organizations objecting to its use. The
premises underlying the rationale for the
optional language was brought in
question by a numberof commentors.
Many others made the point that the use
of the clause would undermine their
licensing efforts, result in nonreporting
of inventions by Inventors, and would
generally be counterproductive. By'Way
of contrast no agency provided any
rationale for the need for these 1

provisions.
In view of the comments and lack of

any established need for the optional
language. Part 5b(1)(vi)of the Bulletin
has been eliminated from the finaL _
Circular. As will be discussed, below.
some changes have been made to
paragraph c.of the standard clause of
Attachment A of the Circular that relate
to the issues raised by the optional
language.

n.Comments on Standard Patent Rights
Claase

A. Paragraph b.-License to State and
Local Governments

One agency suggested that the right to
license state and local governments be
made part of the standard rights of the
Government. This. however, has not
been done.since the granting of licenses
to state and local governments is not
consistent with Pub. 1.. 96-517.That
statute defines the Government's license
rights, and-any expansion of these
rights, would have to be justified under
the "exceptional circumstances"
language of 35 U.S.c. 202on a case-by­
case basis. It is not anticipated that the
taking of such rights would ordinarily be
conaistent with the policy and
objectives of the Act since such licenses
have acted as a disincentive to general
commercialization. Thus, while
appearing to be useful to state and local
governments such licenses have actually
acted to their disadvantage to the extent
they have precluded private
.development of inventions useful to
state and local governments.

B. Paragraph c.-Reporting. Election.
and Disclosure

There were a number of comments on
various aspects of paragraph c. As a
result some changes have been made. In
general, these changes were designed to
provide a reasonable accommodation to
the interests of several agencies in
obtaining early knowledge of inventions
and to minimize the possibility of
statutory bars being created in
situations where the agency might wish
to seek patents if the contractor does
not elect rights. Thus. the reporting

mere were a numoer or comments on
various aspects of paragraph c. As a
result some changes have been made. In
general, these changes were designed to
provide a reasonable accommodation to
the interests of several agencies in
obtaining early knowledge of inventions
and to minimize the possibility of
statutory bars being created in
situations where the agency might wish
to seek patents if the contractor does
not elect rights. Thus. the reporting
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implementation of 35 U.S.C. 200-206 so
as to foster the policy and objectives set
forth in 35 U.S.C. 200.

6. Definitions. As used in this
Circular- .

a. The term "funding agreemem"
means any contract, grant. or
cooperative agreement entered into
between any Federal agency, other tha:a
the Tennessee valley Authority, and any
contractor for the performance of
experimental, developmental. or
research work funded in whole or in
part by the Federal Government. Such
term includes any assignment,
substitution of parties. or subcOntract of
any type entered into for the .
performance of experimental.
developmental, or research work under
a funding agreement, as herein defined.

b. The term "contractor" means any
person, small business firm or nonprofit
organization that is a party to a fund.ing
agreement.

c. The term "invention" means any
lnvention or disccvery which is or may
be patentable or otherwise protectable
under Title 35 of the United States Code.

d. The term "subject invention" means
any invention of a contractor conceived
or first actually reduced to practice in
the performance of work under a
funding agreement.

e. The term "practical application"
means to manufacture in the case of a
composition or product. to practice in
the case of a process or method. or to
operate in the case of a machine or
system; and. in each case, under such
conditions as to establish that the
invention is being utilized and that its
benefits are, to the extent permitted by
law or Government regulations.
available to the public on reasonable
terms.

f. The term "made" when used in
relation to any invention means the
conception or first actual reduction to
practice of such invention.

g. The term "small business firm"
means a small business concern as
defined at section 2 of Pub. L. 85-636 (15
U.S.C. 632) and implementing
regulations of the Administrator of the
Small Business Administration. For the
purpose of this Circular, the size
standards for small business concems
involved in Government procurement
and subcontracting at 13 CFR 121.3-8
and 121.3-12. respectively. will be used.

h. The term "nonprofit organization"
means universities and other iutnutieBs
of higher education or an organization of
the type described in section 501(c) (3)
of the Internal Revenue Code of 1954 (28
U.S.C. 501(c» and exempt from taxatioD
under section 501(a) of the Internal
Revenue Code (26 U.S.C. 501(a)) or any
nonprofit scientific or educational

involved in Government procurement
and subcontracting at 13 CFR 121.3-8
and 121.3-12. respectively. will be used.

h. The term "nonprofit organization"
means universities and other iutnutieBs
of higher education or an organization of
the type described in section 501(c) (3)
of the Internal Revenue Code of 1954 (28
U.S.C. 501(c» and exempt from taxatioD
under section 501(a) of the Internal
Revenue Code (26 U.S.C. 501(a)) or any
nonprofit scientific or educational

organization qualified under a state
nonprofit organization statute.

7. Use of the Patent Rights (Small
Business Firm or Nonprofit
Organization) (March 1982) Clause.

a. Each funding agreement awarded to
a smaIl business firm or domestic
nonprofit organization which has 8S a
purpose the performance of
experimental, developmenf or research
work shall contain the "Patent Rights
(Small Business rlI1D or Nonprofit
Organization) (March 1982)" clanse set
forth in Attachment A with such •
modifications and tailoring as may be
authorized in Part 8, except that the

-·fundingagreement may contain
alternative provisions-

(1) When the funding agreement is for
the operation of a Govemment-owned
research or production facilitr. or

(2) In exceptional circumstances when
it is determined by the agency that
restriction or eHmipation of the right to
retain title to any subject invention will
better promote the policy and objectives
of Chapter 38 of Title 35 of the United
States Code; or

(3) When it is detennined by •
Government authority which is
authori%ed by sta"t!Ite or executive order
to conduct foreign intelligence or

.vcounterintelligence activities tbat1be
restriction or elimination of the right to
retain title to any subject invention is
necessary to protect the security of such.
activities.

b. (1) Any determiDatiOIl under Part
7.a.(2) of this Circular will be in writing
and accompanied by a written
statement of facts justifying the
determination. The statement of fada
will contaiJl such information as the
funding Federal agency deems releTllDt
and, at lQinimwn, will (i) identify the
small business firm or nonprofit
organization involved~ (ii) deacribe the
extent to which agency action restricted
or eliminated the right to retain title to a
subject invention, (iii) state the facts
and rationale supporting the agenCy
action. (iv) provide supporting
documentation for those facts and
rationale, and (v) indicate the nature of
any objections to the agency action and
provide any documentation in which
those objections appear. A copy of the
each such determination and written
statement of facts will be lIeIrt 10 the
Comptroller General of the United
States within 30 days after the award of
the applicable funding agreemeot.ln
cases of determinatiOIltI application te
small business firms. copies wiD also be .
sent to the Chief Counael for Advocaq
of the Small Business Administration.

(2) To assist the Comptroller General
to accomplish his or her rellpoDSibilitiea
under 35 U.S.G. 202, each Federal

each such determination and written
statement of facts will be lIeIrt 10 the
Comptroller General of the United
States within 30 days after the award of
the applicable funding agreemeot.ln
cases of determinatiOIltI application te
small business firms. copies wiD also be .
sent to the Chief Counael for Advocaq
of the Small Business Administration.

(2) To assist the Comptroller General
to accomplish his or her rellpoDSibilitiea
under 35 U.S.G. 202, each Federal

agency tIaat enlen iDto any funding
agreemema with DODprofit org&Di.zatioDa
or small busi.ue.. firms during \he
applicable repartiDs period shall
accumlllate aDd, at the request of t8e
Comptroller GenenM. provide tlle
Comptroller General or his or her daly
authorised repre8euti\'1;!the total
number of prime agreeme1ttB eatered
into witlJ small baa.ss firmaor •
nonprofit m-ganizatiaDe that contain tile
patent righta clause of Attachment Pi.
during ed period of October 1 throush
Septmnber 30.begiaRins October 1.
1982.

c. (1) Asencles are advisedtbat IWt
7.a. 8PJ1lies to subcontracts at any tier
under prime funding agreementa witIl
contracton that are other thE small
businesa firms 01' DOI)JJl"Ofrt
organizatiODs. &c:ordin:gly.~
should. take appropriate actiaR to ensme
that this requirement is reflected in the
patent clauses of such prime f1mc:l:iD8
agreements .warded after Man:h 1.
1~

(2) ht the e'ftftt BIl agency hae
outstanding prime funding agreements

. that do not contlriD patent now-dowD
provisiOO1l consistent with either thiS
Circular or OMB BuDetiR st-:-22(if it was

. applicable at the time the fundirlg
agreement was awarded). the agency
shall take appropriate action to ensure
that sman busiftese firms or domestic
nonprofit organization snbcontractors
under such prime funding agreements
that received thek subcontracts after
July 1, 1981. will receive rights ill their
subject inventiona that a.re consistent
with Pub. L. 96-517 and this CircRlar.
Appropriate actions might include (i)
amendment of prime contracts and/or
subcontracts; (ti) requiring the inclusiOll
of the clause of Attachment A as a
condi1ion of agency approval of a
subcontract; or (iii) the granting of title
to the subcontractor to identified subject
inventioDs on terms subltaDtially the
same as contained in the clause of
Attachment A ill the event the
subcontract containa a "deferred
determination" or "acquisition by the
Govermaent" type of patent rights
clause.

d. To qualify for the cIa....
Attachmeut A. a prospective cootractGl'
may be required by an agency to certify
that it is either a amall business finn or
a domestic:nODfll'Ofit orsanizatiOll. H the
agency has rea8Ol1 to questioa the statu
of the proapedhe coutracter as a lllllall
business firm or dometrtic ROIiJlIoDt
organizatioe, it may file a proteat in
accordaJlce with 13 CF'Il121.3....6 if small
bustnesa firm stlltua is questioned or
require the prospective contractor to

a. 10 quawy IQI' me Cia...
Attachmeut A. a prospective cootractGl'
may be required by an agency to certify
that it is either a amall business finn or
a domestic:nODfll'Ofit orsanizatiOll. H the
agency has rea8Ol1 to questioa the statu
of the proapedhe coutracter as a lllllall
business firm or dometrtic ROIiJlIoDt
organizatioe, it may file a proteat in
accordaJlce with 13 CF'Il121.3....6 if small
bustnesa firm stlltua is questioned or
require the prospective contractor to
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1D 35 U.S.C. 205 in circwuLancel 'JlOt " ,'," ""notify the ccmtrsctorill writiaI oftla. .; heariJ18that imulveatesllmouy or '
specifically described in thia Part 9. . ' information and request iDlODai . evidence relating to &e utWzatiDD or

10.Reporting on UtiJimtion ofSulIjed ,-,written Or oral CCJDIID8IIU Bamtile .'," efforts at obtaiaiDguiI.li:.calioa that are
Inventions. , contractcn. bl the abeeDce .. tmy being made by tlt. CODtractor. ia

a. Paragraph h. ofthe clause of commenta from tlte CODtrador within18 assigRee. or Uamaeea IhaD be cIo8ed te»
Attachment A providel that agenciu day•• the agency JDaJ. at ita Giecretioa. ~" ,' ' ,the public, i.ududIns poteDtial ~uees.
have the right to receive periodic reporla ' proce ed with the p-oceclwet below. U. f. The offidal cooducting the fad- '
from the contractor on utilization of ',', comment is received. wheths or not "' finding shell prepare written fim&Igs of
inventions. In accordance with such within 30 days, then the agency ahaH, fact and tranlllDit them to the heecl of the
instructions al may be issued by the within eo da)'s after it receives the agency or designee promptly after tmf
Department of Commerce, agencies , commeat, either initia&e the proc:edur. conclusion of the fact-ftmifDg
shall obtain such information from their below or notify the convactor, ia proceeding. A cop)' of the fittdiDgll of'
contractors. Pending such instructiona, writing, that it will not puraue marcJH. fact-shall be sent to the conb:actor
agencies should not impose reporting rights based OIl the infQrreetkm abeut (assignee or exclustre Ifctmne) by
requirements. The Department of which the contrador wu no&ifie4. registered or certified mail
Commerce and the agencies. in c. A march-in proceeding shall be g. In cases in which fact-ftndiBg has ,
conjunction with representatives of ' initia ted by the i88uanat ofa writtea been conducted. the bead of the ageDq ..
small business and nonprofit notice by the agency SO tJae contractor or designee shaD base his or her
organizations. shall work together to and its assignee or~ve licenaee, u determination on the facti found.
establish a uniform periodic reporting app~cab~e. stating~ theapney._ ' together with any other information lIIld
system. , , ,_ c~msldenng th~ exercise of marcb-in . en ' argument submitted by the eontractee

b. To the extent any such data or rights. The notice aballitate the reasons (assignee or exclusive ncenaee), and an)'
information supplied by the contractor is for the proposed march-iD iD terma other information In the administrative
considered by the contractor. or ita sufficient to put the ~atractar~ notic:e record. The CQJ18istency of the exercise
licensee or assignee. to be privileged of the facts upon which the action would of march-in rights wfth the poliey and
and confidential and is so marked. be based and shall specifJ the fieJ3 or objectives of 35 u.s.c. 200-3)6 and this
agencies shall not. to the extent fields of use in which the ageac:y is Circular shaD also be considered. III
permitted by 35 U.S.C. 202(c)(5). disclose con,sideringreq~ licenaiDg.The cases referred for fact-findiag. thehead
such information to persona outside the notice shall adVIse the contractor ~ of the agency or designee may reject
Government. (~ssignee or~ve ~cenaee) of ita. only those facts that have been found

11.Retention ofRights by Inventor: rights. as set forth m thia CrculaI: and m that are clearly erroneous. Written
Agencies which allow an mentor to any supple~en~agency regu1atiom. , notice of the determination whether
retain rights to a subject invention made The determmation to exercise march-ia, "'--march-in righta will be exercisedshall ,
under a funding agreement with a 'smaD - -rights shall be'made by the head o~ the be made by the bea" of the ageDcy or
business finn or nonprofit organization ~gency or .designee. except u provided designee and sent to the contracklr ' ,
contractor. as authorized by 35 U.S.c. in Part ~3.}. below. , : ' , ," , " n [asaigneenr excluaive licensee) by ,~ :. ~ .:': '
202(d). will impose upon the inventor at - ~WI~ 30 days ~receiptoltbe certified or registeJed mail within 90 ' ,
least those conditions that would apply wntten notice of march-In, the. days after the completion of fact-finding
to a small business firm contractor c:ontractor (asslgne~ or exclusive. or the proceedings will be deemed to
under paragraphs d. (il) and (iii); f.(4) h.; lic~~ee) may submit. in peraon. in have been termiMted and thereafter DO -
i.; and j. of the clause of Attachment A. wnting, or through a repreaentative. . b ed the f d

12. Government Assignment to information or 8J811D1eDt ill oppoaitioll ts ' march-mhich~L_ OIl ~: an :':d
Contractor ofRights in Invention of the proposed march-iD. includimg any upon w UII:I proce was ,

. Government Employee. In any case 'additional specific informatiOBwhich may be exercised .
when a Federal employee Is a co- raises a genuine dispute over the h. An agency may. at auy~, .
inventor of any invention made under a material facts upon which the march-In ten;nmate a ~-in proceeding if it &a

funding agreement with a amall busine8a is based. If the information presented sa tis~ed that It «;ioee not wish tQ
firm or nonprofit organization and the raises a genuine dispute over the ex~rcae march-m rights. .
Federal agency employing such co- material facts. the head of the agency or ' 1. The.procedures of~ Part sbeH
inventor transfers or reassigns the rigbt designee shall undertake or refer the also apply to the exet'C11le of~arch-lu
it has acquired in the subject invention matter to another official for fact- rights against inventors receiving title to.
from its employee to the contractor u finding. . subject inv~tio... lIIlder 35 usc. 202(d)"
authorized by 35 U.s.c. 202(e). the e. Fact-finding shaD be conducted in' and. for that purpose. the term
assignment will be made subject to the accordance with the procedures "contracto~"as used~ tbia Part shall be
same conditions as would ~pply to the established by the agency. Such deemed to mclude the mventor.
contractor under the clause of procedures shaD be as informal al j. Notwithstaudins the last sentence of
Attachment A. practicable and be consistent with Part 13.c., a determination to exercise

13.Exercise ofMarch-in Rights. principles of fundamental fairne8s. The march-in in cases where the sub~
a. The following procedures shaD procedures should afford the contractor invention was made under a contlaet

govern the exercise of the march-in the opportunity to appear with counsel, may be made initially by the C9ntractiRI
rights of the agencies set forth in 35 submit doc:umentary evidence. present officer in aceurdaBce with the
U.S.C. 203 and the clause at Attac:hmeut witnesses and confront such perseoa.. procedures of the Contract DlltplItes Ad.
A. the agency may present. A transcribed In such cases, the procedures of tbtt

b. Whenever an agency receives record shall bemade IUld shall bit Contract Disputes Act will apply in lies'
information that it believes might available at cost to the contractor UpeIl ' .. of those in Parts 13.d.-g. above (except
warrant the exercise of march-in righa., request The requirement for • that the last sentrmce of Part 13.e.shall
before initiating any march-in transcribed record may be waived by continue to apply). However. whim the ,
proceeding in accordance with the mutual agreement of the contractor and procedures of thia Part ta.}. are used, the
procedures of Part 13.c.-h.below. it shall the agency. Any portion of. fact-finding - 'contractor, ..s~. or exclusive

J..,. r:uterr;/se OJtaarca-tn rognrs.
a. The following procedures shaD

govern the exercise of the march-in
rights of the agencies set forth in 35
U.S.C. 203 and the clause at Attac:hmeut
A.

b. Whenever an agency receives
information that it believes might
warrant the exercise of march-in righa..
before initiating any march-in
proceeding in accordance with the
procedures of Part 13.c.-h. below. it shall

principles of fundamental fairne8s. The
procedures should afford the contractor
the opportunity to appear with counsel,
submit doc:umentary evidence. present
witnesses and confront such perseoa ..
the agency may present. A transcribed
record shall bemade aad .hall bit
available at cost to the contractor Upell
request The requirement for •
transcribed record may be waived by
mutual agreement of the contractor and
the agency. Any portion of. fact-finding -

march-in in cases where the sub~
invention was made under a coutlaet
may be made initially by the C9ntractiRI
officer in aceurdaBce with the
procedures of the Contract DlltplItes Ad.
In such cases, the procedures of tbtt
Contract Disputes Act will apply in lies'

~ of those in Parts 13.d.-g. above {except
that the last sentrmce of Part 13.e. shall
continue to apply}. However. when the ,
procedures of thia Part ta.}. are used, the
'contractor••88~... exclusive
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e. Minimum Rightsuto Contractoi:

(1) The contractor will retain a -
" ' nonexclusive, royalty-free license

throughout the world in each subject
invention to which the Government
obtains title except if the contractor
fails to disclose the subject invention .-­
within the times specified in e., above.
The contractor'. license extends to its
domestic subsidiariel and affiliates. if
any. within the corporate structure of
which the contractor is a party and
includes the right to grant sublicenses of
the same scope to the extent the
contractor was legally obligated to do 80
at the time the contract was awarded.
The license is transferable only with the
approval of the fundins Federal agency
except when transferred to the
successor of that party of the - _
contractor's buaineaa to which the
invention pertains.

(2) The contractor's domestic license
may be revoked or modified by the
funding Federal agency to the extent
necessary to achieve expeditious
practical application of the subject
inyention pUl'lNant to an application for
an exclusive license submitted in
accordance with applicable proviaiona
in the Federal Property Management
Regulations. Thia license will not be
revoked in that field of UN or the - - '- -.
geographical areas in which the ..

patent applications where such filing
has been prohibited by a Secrecy Order.

. (4) Requests for extension of the time
- -: for disclosure to the agency. election. -­

and filing may. at the discretion of the
funding Federal,agency, begranted.

- ·d. ConditioniJ MeiJthe Govemment ­
May O!JtainTit1.~, - _~ ,

(1) The contraclorwill convey to the
Federal agency, upon written request,
title to any subject invention: .

(1)U the contractor falls to disclose or
-elect the subject invention within the
times specified in c. above. or elects not
to retain title.

[ii] In thoaecountrfes in which the
contmctor failJ to file patent
applications within the times specified
in c. above: Provided. however. That if
the contractorbas med a patent

- application in a country after the times
specified in Co. above, but prior to its
receipt of the written request of the
Federal agency, the contractor shall
continue to retain title in that country.

(iii) In any country in which the
contractor decides not to continue the
prosecution of any application for. to
pay the maintenance fees on. or defend
in reexamination or cpposition
proceeding on, a patent on a subject
invention.

Office of Federal Procurement Policy, -, .." c to the proviaions of th.i8 clause and 35 .
telephone number (202)395-6810. . : U.S.C. 203. With respect to any subject
DonaldE. Sowle, . invention in which the contractor .
Administrator. retains title , the Federal Govel'lllD4!ilt ..
DavidA. Stockman. shall have a non-exclusive, nan-
D ' t transferable, irrevocable, paid-up

tree or. license to practice or have practiced for
Attachment A--Cln:uIar {\-1H - .. . _ . .or on behalf of the United States the .

The following is the standard patent subject invention throughout the world.
rights claused to be used in funding c. Invention Disclosure, Election of Title
agreements as provided in Part 7. and Filing ofPatent Applications by
Patent Rights (Small Business Firms Contractor.
and Nonprofit Organizations} (March (1) The contractor will disclose each
1982) subject invention to the Federal agency
a. Definitions within two months after the inventor

discloses it in writing to contractor
(1) "Invention" meana any invention . --. -personnel respoll8ible for patent .. ·;...·

or discovery which is or may be . matters. The disclosure to the agency
patentable or otherwise protectable shall be in the form of a written report
under Title 35 of the United States Code. - and shall identify the contract under

(2) "Subject Invention" meana my -.- - which' the invention was made and the
invention of the contractor conceived or inventor(s). It shall be sufficiently
first actually reduced to practice in the complete in technical detail to convey a
performance of work under this ' clear understanding. to the extent
contract. _ known at the time of the disclosure, of

(3) "Practical Application" means to the nature, purpose, operation, and the
manufacture in the case of a physical. chemical, biological or
composition or -product, to practice in electrical characteristics of the
the case of a process or method. or to invention. The disclosure shall alao
operate in the case of a machine or identify any publication, on sale or
system; and. in each case, under such public use of the invention and whether
conditions as to establish that the a manuscript describing the invention '
invention is being utilized and that its ..» '" -hasbeeneubmitted for publication and.
benefits are. to the extent permitted by . if so. whether it has been accepted for
law or Government regulations, publication at the time of disclosure. In
available to the public on reasonable ~: " , ,; ;..- :addition,;after;disclosure to the agency,
tenns. . the contractor will promptly notify the

(4) "Made" when used in relation to agency of the acceptance of any
any invention means the conception or manuscript describing the invention for
first actual reduction to practice- of such publication or of any on sale or public
invention. use planned by the contractor. .

(5) "Small Business Firm" means a (2) The contractor will elect in writing
small business concern as defined at . whether or not to retain title to any such
Section 2 of Pub. L 85.536(15 U.S.C. 632) invention by notifying the Federal
and implementing regulations of the agency within twelve months of
Administrator of the Small Business disclosure to the contractor. Provided,
Administration. for the purpose of this That in any case where publication, on
clause. the size standards for small sale or public use has initiated the one
business concerns involved in year statutory period wherein valid
Government procurement and patent protection can still be obtained in
subcontracting at 13 CFR 121.3-8 and 13 the United States, the period for election
CFR 121.3-12, respectively, will be used of title may be shortened by the agency

(6) "Nonprofit Organization" meana ato a date that is no more than60 days
university or other institution of higher prior to the end of the statutory period.
education or an organization of the type (3) The contractor will file its initial
described in section 501{c)(3) of the patent application on an elected
Internal Revenue Code of 1954 (26 U.s.c. invention within two year; after election
501(c)) and exempt from taxation under or, if earlier. prior to the end of any
section 501(a) of the Internal Revenue statutory period wherein valid patent
Code (26 U.S.C. 501(a)) or any nonprofit protection can be obtained in the United __
scientific or educational organization States after a publication, on sale. or
qualified under a state nonprofit public use. The contractor will file
organization statute. . patent applications in additional

b " . ,~ ... countries within either ten months of the
. Allocation OJ Principal Rights iorrespondinginitial patent application
The contractor may retain the entire or 8ix montha from the date permission

right. title. and interest throughout the is granted by the Commissioner of
world to each subject invention subject Patents and Trademarks to file foreign

501(c)) and exempt from taxation under
section 501(a) of the Internal Revenue
Code (26 U.S.C. 501(8)) or any nonprofit
scientific or educational organization
qualified under a state nonprofit
organization statute. .

b. Allocation 0/Principal Rights

The contractor may retain the entire
right, title. and interest throughout the
world to each subject invention subject

or, if earlier, prior .to the end of My---­
statutory period wherein valid patent
protection can be obtained in the United ._
States after a publication, on sale. or
public use. The contractor will file
patent applications in additional
countries within either ten months of the
iorrespondinginitial patent application
or 8ix months from the date permission
is granted by the CommiJlllioner of
Patents and Trademarks to file foraign

m~ybe-;'~~k;d~-;~-odi-fl;d-b; the --
funding Federal agency to the extent
necessary to achieve expeditious
practical application of the subject
Invention pUl'lNant to an application for
an exclusive license submitted in
accordance with applicable proviaiona
in the Federal Property Management
Regulations. Thia license will not be
revoked in that field of UN or the
geographical areas in which the ·
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are not reasonably satisfied by the will be utilized for the support of
contractor, assignee, or their licensees; - " --scientific researchor",education. _" ._

(3) Such action is necessary to meet . J.Communications
requirements for public use sPe<;ifiedJ>y._
Federal regulations and such . ..' (Complete According to Instructions
requirements are not reasonably atPart a.b. of this Ctrcular]. .
sa tisfied by the contractor, assignee. or , (I'R Doc.~ PlIed Z-1&-aZ: 8:45 am]

licensees; or . BIUJNG OOOE 3110-01-11

(4) Such action is necessary because
the agreement required by paragraph i.
of'this clause has not been obtained or
waived or because a licensee of the
exclusive right to use or sell any subject
invention in the United States is in
breach of such agreement.

k. Special Provisions for Contracts with
Non-profit Organizations

If the contractor is a non-profit
organization, it agrees that:

(1) Rights to a subject invention in the
United States may not be assigned ' C

without the approval of the Federal
agency, except where such assignment
is made to an organization which has as
one of its primary functions the
management of inventions and which is
not. itself. engaged in or does not hold a
substantial interest in other
organizations engaged in the
manufacture or sale of products or the
use of processes that might utilize the
invention or be in competition with
embodiments of the invention-provided . . - -,' , " .
that such assignee will be subject to the
same provisions as the contractor);

(2) The contractor may not grant _-:...
exclusive licenses under United States
patents or patent applications in subject
inventions to persons other than small
business firms for a period in excess of
the earlier of:

(i) Five years from first commercial
sale or use of the invention; or

(ii) Eight years from the date of the
exclusive license excepting that time
before regulatory agencies necessary to
obtain premarket clearance, unless on a
case-by-case basis. the Federal agency
approves a longer exclusive license. II
exclusive field of use licenses are
granted. commercial sale or use in one
field of use will not be deemed
commercial sale or use as to other fields
of use, and a first commercial sale or
use with respect to 8 product of the
invention will not be deemed to end the
exclusive period to different subsequent
products covered by the invention.

(3,) The contractor will share royalties
collected on a subject invention with the
inventor. and

(4) The balance of any royalties or
income earned by the contractor with
respect to subject inventions. after
payment of expenses (including
payments to inventors) incidental to the
administration of subject inventions,

- - - - - - - - - _ ._ - - - - --- ...- --- ----_._- _ ..

exclusive period to diUerent subsequent
products covered by the invention.

(3,) The contractor will share royalties
collected on a subject invention with the
inventor. and

(4) The balance of any royalties or
income earned by the contractor with
respect to subject inventions. after
payment of expenses (including
payments to inventors) incidental to the
administration of subject inventions,

- - - - - - - - - - - - - - - --~ ... - --- ----_._- -_ ..
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OFACE OFMANAGEMENT AND
BUDGET

Otflce of Federal Procurement Policy

Circular No. A-124, Patents-Small
Finns and Non-ProfttOrganizations
AGENCY: Office of Federal Procurement
Policy.OMB.
ACTION: Notice.

MIIIMARY': This Circular, issued
pursuant to the authority contained in
Pub. L. 96-517. seta forth policies,
procedures and a standard claU:" for
executive branch agency use with
regard to inventions made by small
business mm. and non-profit
organizations and universities under
funding agreementa (contracts, ~ants
and cooperative agreements) Wlth
Federal agencies where a purpose is to
perform experimental. developmental
and research work. This supersedes
OMB Bulletin No. 81-Z2 and reflects
public commenta received on DMB
Bulletin No. 81-22 (46 FR 34776.July 2,
1981).
EFFECT1V'I DATE:March 1, 1982.
FOR fIURTHER INFORMATION CONTACT:
Mr. Fred H. Dietrich, Anociate
Administrator, Office of Federal
Procurement Policy, 7Z6Jackson Place,
NW., Wuhington, D.C. 20503. (202)3~
6810. _

8UPt'UMENTAftY INPOftIIAT1ON: This
Circular i. a revision of DMB Bulletin
No. 81-22 which was iuued on July 1.
1981, accompanied by • requeat for

Bulletin No. 81-22 (46 FR 34716,July 2,
1981).
EFFECT1V'I DATE:March 1. 1982.
FOR fIURTHER INFORMATION CONTACT:
Mr. Fred H. Dtetrich, Anociate
Administrator, Office of Federal
Procurement Policy, 7Z6Jackson Place.
NW., Wuhington, D.C. 20503. (202) ass-
6810. _

8UPt'UMENTAftY INPOftIIAT1ON: This
Circular is a revision of DMB Bulletin
No. 81-22 which was iuued on July 1.
1981, accompanied by • requeat for

comments from the public and Federal
agencies. Approximately 138 comments
were received from individuals.
universities. nonprofit organizations.
induabial concerns, and Federal
agencies.

Copies of all the comments are
available on record at OFPP. A
compilation of summaries of the
comments organized by Bulletin section
along with a rationale for their
disposition can be obtained by writing
to: Fred Dietrich, address as above.

The Bulletin has been reformated for
easier reading and simplified reference
to its provisions. For example, the
standard clause has been moved from
the body of the Circular to Attachment
A. Instructions and policies on the use of
the standard clause have been .
consolidated in Part 7. Instructions for
modification or tailoring of the clause
have been consolidated in Part 8. Other
Jeneral policies relating to the clause or
the Act have been treated in separate
parts. Some of the more sisnificant
changes that were made u a result of
the comments are discuaaed below.

-Explanations are also given as to why
certain commenta were DOt adopted.

L CommeDts ReladDa to PoIIq ad
aa,. SectiaN

A. Subcontracts

A number of commenta Indicated that
more clarification on the application of
the Circular to subC;QlDlracta wal
needed. RevilioD,ll were made in Part 5
and Part 7c. to !lddreas~ concern.

---0-.... --............. ~- .... -- -.-..- .. --
the commenu are discuaaed below.

-Explanations are also given as to why
certain commenta were DOt adopted.

L CommeDts ReladDa to PoIIq ad
aa,. SectioN

A. Subcontracts

A number of commenu Indicated that
more clarification on the application of
the Circular to subC;QDtracta was
needed. RevisioD,ll were made in Part 5
and Part 7c. to !lddress~ concern.

B. Limitation to Funding Agreements
Performed in the United States

There were also a large number of
comments questioning the limitation of
the Bulletin to funding agreements
performed in the United States. The
Circular has been revised to eIimina te
any distinctions based on where the
funding agreement is performed.
However. the definition of "nonprofit
organization" at 35 U.S.C. 201 ha~ been
Interpreted to cover only domestic..
nonprofit organizations. The definJ~()n

of "small business" in SBA regulations
which are referenced in the Act
excludes foreign business. A strong
argument can be made that the Congress
did Rot include foreign nonprofits. For
example, that part of the statut~ry

definition referencing organizations
. -"qualified under a State no~ro~t .
. organization sta~te" cl~a~ly IS limited

to U.S. organizations. Smularly, that part
of the definition referencing Section 501
of the Tax Code manifest an intention to
cover U.s. based organizations. since
foreiln corporations are not subject to
U.s. tax except if they are doing
buainea In die United States.

C.lDventiOlJ6 Made Priorto July 1. 1981

Part 6 of the Circular was revised, as
lUggested by commentors. to encourage
agencies to treat inventions made under
funding agreementa predating the Act in
• manner similar to inventions under tbp

foreiln corporations are not subject to
U.s. tax except if they are doing
bUlinealn die United States.

C.lDventiOlJ6 Made Priorto July 1. 1981

Part 6 of the Circular was revised, as
lUgge.ted by eemmentors, to encourage
agencies to treat inventions made und7r
funding agreementa predating the Act in

• manner .imilar to inventions under tbp

~' ''' ''

._ - - --- _ ._ - - -- _.~_., . ,-----_._._-- '-•..._ -._- - --_._ - -- _.__..~._----_._~_ . ----_.~._-----.
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have been made asa result of the
comments.

Several agencies felt the procedures .
were too formal and cumbersome. Some
universities were also concerned that
there did not appear to be a way for an
agency to reject a march-in without
going into a full-blown prcsedure, To
address these concerns Part 13.b. was
added to provide for an informal and
rapid agency decisiorr making process as
to whether or not to begin a more formal
proceeding. Part l3.h. was also added to
make clear that an agency could
discontinue a proceeding at any time it
is satisfied that march-in Is not .
warranted. This emphasizes that march­
in is strictly a matter for agency
discretion. Even though an agency may
begin march-in because of the
complaints of a third-party. that third
party does not have standing and cannot
insist on either the initiation or
continuation of a march-in proceeding.

A number of Universities asked that
time limits be placed on the duration of
a march-in proceeding. It is not believed
to be practical to place an overall time
limit on a march-in proceeding.
particularly since delays in fact-finding
might be the result of contractor
requests for delays. However, Part 13.b.
includes a procedure for informal
agency decision-making. as noted
above. with specified time restraints. In
addition, Part 13.g. places a 90 day time
limit on the issuance of a determination
after fact-fmding is completed.

Several universities also
recommended that march-in .
determinations be appealable to the
lead agency. However. this
recommendation was not adopted. It is
believed the procedures established will
ensure that march-ins are only exercised
after careful consideration. Contractors
may also appeal any arbitrary decisions
or those -not conducted in accordance
with proper procedures to the courts.

Part 13.j. was added to clarify the
relationship of the procedures of the
Contract Disputes Act to the march-in
procedures of Part 13 c.-g . to the extent
a determination to march-in Is
considered a contract dispute.

Several universities also
recommended that march-in proceedings
be closed to the public where
confidential information might be
disclosed. Language has been included
in Part 13.e. to require this. The
information on utilization obtained al
part of a march-in is consit ered within
the scope of the utilization information
which agencies are required to obtain
the right to under 35 U.S.C. 202(c)(5),and
the same statutory exclusion from
disclosure Is applicable to It . It can also
be expected that the same information

DeClosea to me puouc wnere
confidential information might be
disclosed. Language has been included
in Part 13.e. to require this. The
information on utilization obtained al
part of a march-In is consit ered within
the scope of the utilization information
which agencies are required to obtain
the right to under 35 U.S.C. 202(c)(5),and
the same statutory exclusion from
disclosure Is applicable to It. It can also
be expected that the same information

would be trade-secret information
exempt from public disclosure.

/. Appeal» .

As a result of a number of comments,
it was determined that the appeals
provisions of Part 5.g. of the Bulletin did
not address the full scope of appealable
decisions and that particularly in
forfeiture cases more detailed
procedures should be followed. Part 14
has been revised accordingly. However,
other recommendations to allow appeal
to the lead agency were not adopted
since a number of agencies were
concerned that this would interfere with
their prerogratives.

Since it is anticipated that in contract
situations a number of these actions
would be subject to the Contract

. Disputes Act. language was added to
Part 14 to expressly acknowledge that
procedures under that Act would fully
comply with the requirements
established in Part 14.

K. Multiple Sources ofAgency Support

One university suggested that there
was a need for additional guidance in
cases when a subject invention can be
attributed to more than one agency
funding agreement. To address this
concern Part 16c. was added to require
agencies to select one agency to
administer a given subject invention
when there have been multiple agencies
providing support. It is intended that
only that agency could then exercise
march-in or take other actions under the
clause. It would be a matter between the
agencies as to how any actions of the
selected agency would be coordinated
with the others.

L Lead Agency

Bulletin 81-22 noted that the lead
agency concept was under discussion
and solicited comments on this matter.
The Department of Commerce has been
selected as the new lead agency based
on its prior experience and wide ranging
interest In technology transfer,
productivity, innovation and
Government patent policy. The lead
agency will, among other assignments,
review agency implementing
regulations; disseminate and collect
information; monitor administrative or
compliance measures; evaluate the Pub.
1.. 96-517's implementation; and
recommend appropriate changes to
OMB/OFPP.

M. Optional Clause Language at Section
5b(l)(vi) of the Bulletin

The most commented upon l!spect of
the Bulletin was the optional reporting
language authorized by Part 5.b.(1)(vi).
Approximately 70 comments were ·

information; monitor administrative or
compliance measures; evaluate the Pub.
1.. 96-517's implementation; and
recommend appropriate changes to
OMB/OFPP.

M. Optional Clause Language at Section
5b(l)(vi) of the Bulletin

The most commented upon l!spect of
the Bulletin was the optional reporting
language authorized by Part 5.b.(1)(vi).
Approximately 70 comments were ·

received from universities and nonprofit
organizations objecting to its use. The
premises underlying the rationale for the
optional language was brought in
question by a numberof cornmentors.
Many others made the point that the use
of the clause would undermine their
licensing efforts, result in nonreporting
of inventions by Inventors, and would
generally be counterproductive. Byoway
of contrast no agency provided any
rationale for the need for these '
provisions.

In view of the comments and lack of
any established need for the optional
language, Part 5b(1)(vi) of the Bulletin
has been eliminated from the final
Circular. As will be discussed. below,
some changes have been made to
paragraph Co of the standard clause of
Attachment A of the Circular that relate
to the issues raised by the optional
language.

n.Comments on Standard Patent Rights
Clanae

A. Paragraph b.-License to State and
Local Governments

One agency suggested that the right to
license state and local governments be
made part of the standard rights of the
Government. This, however. has not
been done since the granting of licenses
to state and local governments Is not
consistent with Pub. 1..96-517. That
statute defines the Government's license
rights. and' any expansion of these
rights. would have to be justified under
the "exceptional circumstances"
language of 35 U.S.c, 202 on a case-by­
case basis. It is not anticipated that the
taking of such rights would ordinarily be
consistent with the policy and
objectives of the Act since such licenses
have acted as a disincentive to general
commercialization. Thus, while
appearing to be useful to state and local
governments such licenses have actually
acted to their disadvantage to the extent
they have precluded private
.development of Inventions useful to
state and local governments.

B. Paragraph c.-Reporting. Election.
and Disclosure

There were a number of comments on
various aspects of paragraph c. As a
result some changes have been made. In
general, these changes were designed to
provide a reasonable accommodation to
the interests of several agencies in
obtaining early knowledge of inventians
and to Ql.inimize the possibility of
statutory bars being created in
situations where the agency might wish
to seek patents If the contractor does
not elect rights. Thus. the reporting

.ruere were a number ot comments on
various aspects of paragraph Co As a
result some changes have been made. In
general. these changes were designed to
provide a reasonable accommodation to
the interests of several agencies in
obtaining early knowledge of inventions
and to Ql.inimize the possibility of
statutory bars being created in
situations where the agency might wish
to seek patents If the contractor does
not elect rights. Thus, the reporting
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implementation of 35 U.S.C. 200-206 so . organization qualified under a state agency taat emen iJlto any fundiDg
as to foster the policy and objectives set nonprofit organiaaticn statute. . . agl'eememe with DODprofit ol'gllUlizatiou
forth in 35 U.S.C. 200. 7. Use ofthe Patent RightsJ(Small or small busineH firms dwins~

6. Definitions. As used in this Business Firm or Nonprofit applicable reportills period shall
Circular- , , Organization) (Marell 1982) Clause. accumalate aDd. at the requeet of tM

a. The term "funding agreemellt". .. a. Each funding agreement awarded to ' Comptroller Geilenll, provide die
means any contract. grant, or . ...,. , "a small businesaflrm or domestic .. Comptroller GeneriJj er bi.I or her chsly
cooperative agreement entered into nonprofit organization which has as a authorized represeJUltiYe.~the to&al
between any Federal agency, other thaa purpose the performance of number of prime agree.meItbl erUered
the Tennessee valley Authority, and any experimental, developmenf or research into witlt small b1llliDeis firma or •
contractor for the performance of work shall contain the "Patent Rights nonprofit organizatiaae that contain tile
experimental, developmental, or (Small Business F"lrID or Nonprofit patent rights clause of Attachment JIi.
research work funded in whole or ill Organization) (March 1982)" clause set during eacla period of October 1 throush
part by the Federal Government. Such forth in Attachment A with such • ~ ober
term includes any assignment, modifications and tailoring as may be ~~tI!mber 30, uur-:. Oct 1.
substitution of parties, or subcOntract gf authorized in Part S. except that the .' .
any type entered into for the , p ' c• •funding agreement may contain . , . c , c. (1) AseIJCies lIN advisedUaatP.t
performance of experimental, alternative provisions- 7.a. applies to subcontracts at any tier
developmental, or research work under (1) When the fundinB agreement is for under prime funding agreements witIt
a funding agreement, as herein defined. . the operation of a Govemment-owned contractOl"8 that are other thE smsll

b. The term "contractor" means any research or production facility; or busineaa firms 01' IIOI)JJl"Ofrt
person, small businesa firm or nonprofit (2) In exceptional circumstances when organi2atious. Accordingly. ~_!!1JQe8K:R'lR .

organization that is a party to a funding it is determined by the agency that should take appropriate actiOll to eosme
agreement. restriction or elimipatiou of the right to that this requirement is reflected in the

c. The term "invention" means any retain title to any subject invention wit) patent clauses of auch prime~
lnvention or dlscovery which is or may better promote the policy and objectives agreementa awarded after March1.
be patentable or otherwise protectable of Chapter 38 of Title 35 of the United 1982<
under Title 35 of the United States Code. States Code: or (2) In the~ 8ft agency ha.

d. The term "subject invention" means (3) When it is determined by. outstanding prime fu:rtding agreemeuts
any invention of a contractor conceived Government authority which is _ .that do not contain patent now-dowD
or first actually reduced to practice in authorized by sWt11re or executive am. provisilJDS COftlristent wittI. either thiS
the performance of work under a to conduct foreign intelligence or Circular or OMB BuDetiD~ (if it was
funding agreement - ·-r _-c' --· :;; "~,- ~ counterintelligence activities that-the ';:c- - capplicable at the time the fundirig :

e. The term "practical application" restriction or elimination of the right to agreement was awarded), the agenc:y
means to manufacture in the case of a retain title to any subject invention is shall take appropriate action to ensure
composition or product, to practice in .. necessary to protect the security of auch that small busmeaa firms or domestic
the case.of a process or meth~d, or to activities. .. nonprofit organization subcontractors
operate 10 the case of a machine or b. (1) Any determinatiOil underPart under such prime fundingagreementa
system; and, in each case, under such 7.a.(2) of this Circular will be in wriq that received their subcontracts after
conditions as to establish that the and accompanied by a written July 1 1981 will recehoe right. ill their
invention is being utilized and that its statement of facta justifying the subject~ that are consistent
benefits are, to the extent permitted by determination. The statement of fads with Pub. L. 96-517 and this Circv.lar
law or Government regulations, will contaiJlsuch information as the Appropriate actions might include (i)
available to the public on reasonable fundingF~ag~.~ems. re1"aDt amendment of prime contracts tmd./ar
terms. '" . and, at RlI.mmWD, will (I) Identify the subcontracts; (0) requiring the inclusion

f. The term 'mede when used msmall busmess firm or nonprofit f the cIa of Attachment A as a
relation to any invention means the organizaticn involvecl (il) de&eribe the o .ditiJmu:; rovsl of a
conception or first actual reduction to extent to which agency action restricted cobn tract; agenc:r(." ) tb

app
6Tt.. of u"-

ti f h . ti li . t d th ight t tal Itl t su con or 111 e granang .-prac Ice 0 suc mven on. or e rmma e e n 0 re am ti e 0 a t th bcoutract to'd tified bject
g. The term "small business firm" subject invention. (ill) state the facts . 0 e ~u or 1 en. au

means a small business concern as ' and rationale supporting the agenCy mventioDa on~ subataBtially the
defined at section 2 of Pub. L. 85-036 (t5 action, (iv) provide supporting same as conta~ed in the clause of
U.S.C. 632) and implementing documentation for those facts and Attachment A m '?e ev~t the
regulations of the Administrator of the rationale, and (v) indicate the nature of subcoo~~~ a ~~ferred
Small Business Administration. For the any objections to the agency action and determmati~ or acqwsitio? by the
purpose of this Circular, the size provide any documentation in which Govenuaent type of pateo.t riahts
standards for small business concerns those objections appear. A copy of the clause.
involved in Government procurement each such determination and written d. To qualify for the cia..."
and subcontracting at 13 CFR 121.3-8 statement of facm will be 8eIIt to the Attachmeat A. a proapective coutractm
and 121.3-12, respectively, will be used. Comptroller General of the United may be required by an agency to certifJ

h. The term "nonprofitorganization" States within 30 days after the award of that it is either a small business firm or
means universities and other iAstitutie8s the applicable funding agreement. In a domestic: IlOIIIp'Ofit orsanizatiOB. H dle
of higher education or an organization of cases of determinatiOM application te agency has reaSOll to questioa the atata
the type described in section 501(c) (3) small busine8ll firma, copies will also be of the pro.pectiwe coatractor 88 a 8m8ll
of the Internal Revenue Code of 1954 (21 sent to the Chief Counael for AdvocecJ buainess firm 01' domestic DOIIpioDt
U.S.C. 501(c» and exempt from taxation of the Small Business Administration. organizatios. it may file a protelIt in
under section 501(a) of the Internal (2) To asmt the Comptroller General accorda8ce with 13 CPil1.21.3-6 if small
Revenue Code (26 U.S.c. 501(a)) or aDy to accomplish his or herreapoD21ibilitia buainese firm status is questiaaed or
nonprofit scientific or educational under 35 U.s.C. 202, each Fedeml require the prospective contractor to

involved in Government procurement
and subcontracting at 13 CFR 121.3-8
and 121.3-12, respectively, will be used.

h. The term "nonprofitorganization"
means universities and other iAstitutie8s
of higher education or an organization of
the type described in section 501(c) (3)
of the Internal Revenue Code of 1954 (21
U.S.C. 501(c» and exempt from taxation
under section 501(a) of the Internal
Revenue Code (26 U.S.c. 501(a)) or aDy
nonprofit scientific or educational

each such determination and Written
statement of facts will be 8eIIt to the
Comptroller General of the United
States within 30 days after theaward of
the applicable funding agreement. In
cases of determinatiOM application te
small business firma, copies will also be '
sent to the Chief Counael for AdvocecJ
of the Small Business Administration.

(2) To 8Smt the-comptroller General
to accomplish his or herreapoD21ibilitia
under 35 U.s.G. 202, each Fedeml

d. To qualify for the cia.. ."
Attachmeat A. a proapective coutractm
may be required by an agency to certifJ
that it is either a small business firm or
a domestic: IlOIIIp'Ofit orsanizatiOB. H dle
agency has reaSOll to questioa the atata
of the pro.pectiwe coatractor 88 a 8m8ll
business firm 01' domestic DOIIpioDt

organizatios. it may file a protelIt in
accorda8ce with 13 CPil1.21.3-6 if small
buainese firm status is queatiaaed or
require the prospective contractor to
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In 35 U.S.C.205 in circumstances DOl .: ..:notify the cxmtractor ia WIitiq gf tJa. heari1a8 tbBt inwalvu tesllJllony or '
specifically described in thie Part 9. . information anei request infOJllla! .> . evidence relating to the utiUzatillll or

10. Reporting on UtiJimtiOll ofSu/ljBDI ". written 01' oral commeutaDamtile .,-- ~' " efforts at obtabtfng uillixalioa that are
Inventions. . contractor.1R the abeeDce many being made by UteCOGtrador, ia

a. Paragraph h. oflhe clause of commenla from tae CODtracIor within Ii aS8igRee. or licensees shall be cloeed to
Attachment A provides that agencies . ,da ys, the asency IDAJ, at ita Gitcretioa. ' the public. tm:Iuding poteutiaI ~uees.
have the right to receive periodic repona ' proceed with theproceduJea below. U. f. The omclal conducting the fad- ,
from the contractor on utilization of , ,-"~comment is received, wbsths or not ' . finding shall prepere wrimm fimIfngs or
inventions. In accordance with such within 30 days. then the agency shaH, fact and transmitlhem tothe headof the
instructions as may be isaued by the within eo day. after it recei.. the agency or designeepromptly after dMP
Department of Commerce. agencies commest, either initiate the proc;edurea conclusion of the fact-fImiIBg
shall obtain such information from their below or notify the conVactor, ia proceeding. A copy of the fbrdiuga of'
contractors. Pending such instructioDa, writing, that It will not punue marclHa fact-shall be sent to the coobactor
agencies should not impose reportins rights baaed on the informalhm &beut (assignee or excItmve Bcemee} b:r
requirements. The Department of which the contractor was notified. registered or certifted mail
Commerce and the agencies. in c. A march-in proceeding ahall be g. In cases in which fact-ftndiag has
conjunction with representatives of initiated by the iHuance of a writtea .c, been COnducted. the head of the agenCJ
small business and nonprofit ' notice by the qeocy SotJae contractor or designee shaD balle hillor her
organ izations. shall work together to and its assignee ore~ve licenaee. as determination on !he factll found, _
establish a uniform periodic reporting applicable, stating that the .ncy W together with any other information aDd , __
system. .considering the exercise of march-in argument submitted by the contractor .,

b. To the extent any such data or rights. Thenotica lballstate the realOna (assignee or exclusive 6eensee). and any
information supplied by the contractor fa for the proposed mareh-iD ill tenu other information In the administrative
cons idered by the contractor. or its sufficient to put the COlltracler OIl notice record. The consistency of the exercise
licensee or assignee. to be privileged of the facts upon which the action wouW of march-in rights wfth the policy and
and confidential and is so marked, be based and shall specify the fieIa 01' objectives of 35 U.s.c. 200-206 and this
agencies shall not. to the extent fields of use in which the ageacy is Circular shaH also be considered. hl
permitted by 35 U.S.C. 202(c)(5). disclose considering requiring licensing. The cases referred for fact-findblg. the head
such information to persons outside the notice shall advise the cODtraclor of the agency or designee may reject
Government. (assignee or exclusive licensee) of its only those facts that have been found

11.Retention ofRights by Inventor: rights. as set forth in thia Circular and in that are clearly erroneous. Written
Agencies which allow an inventor to any supplemental agency regulationa. notice of the determination whether
retain rights to a subject invention made . The determination toexerclae march-in " "iriiii'ch-in rights Will be exereised shall
under a funding agreement with a smaD rights shall be made by the head of the be made by the bead of the &gellCY or
business firm or nonprofit organization agency or designee, except u provided designee and sent to the contracklr .:'
contractor. as authorized by 35 U.S.c. in Part 13.j. below. · Ii b
202(d). will impose upon the inventor at - . . d. Within 30 day. after'l'8Ceipt oftlle " . (assignee or excluaive 'censee) y ~, - -

d I certified or registered mail within 90
least those conditions that woul app y written notice of march-in, the days after the completion of fact-findina
to a small business firm contractor contractor (assignee or exclusive ad
under paragraphs d. (ill and (iii); f.(4) h.; licensee) may submit, in ............n ill or the proceedings will be deem to

r-- have been termiDated and thereafter DoG
i.; and j. of the clause of Attachment A. writing, or through a representative. march-in based OIl the facta and reasona

12. Government Assignment to information or argnmeot ill oppoaition t8 '
Contractor ofRights in Invention of the proposed marcb-in. in<:ludiIIg any upon which the proceedins was initiated

, Government Employee. In any case .additional specific informatioa Wbic8 may be exercised. ' .
when a Federal employee is a co- raises a:genuine dispute over the h. An agenCJ may. at any timB,
. t f in ti d und I fa -~ch the 'arch-In terminate a march-in proceeding if it isinven or 0 any ven on ma e er a materia eta upon YOW m satisfied that it doee not wiah to
funding agreement with a smaIlbusiness is based. H the information presented
firm or nonprofit organization and the raises a genuine dispute over the exerciee march-in rlgbaa.
Federal agency employing such co- material facts. the head of the agency or . i. The procedures of this Part~
inventor transfers or reassigns the rigbt designee shall undertake or refer the also apply to the exercise of ~arch..Jo
it has acquired in the subject invention matter to another officiaffor fact- rights agairist inventors receiving title to -
from ita employee to the contractor as findins. ' subject inv~tio_UDder 35 u.s.c. 202(d)"
authorized by 35 U.s.c. 202(e). the e. Fact-finding shaD beconducted in . and. for that purpose, the term
assignment will be made subject to dle accordance with the procedures "contractor" as uaedIn thia Part shall be
same conditions as would ~pply to the established by the agenCy. Such deemed to include the inventor.
contractor under the clause of procedures shaD be 118 informal al j. Notwithstanding the 1881 senteRCe of
Attachment A. practicable and be consistent with Part 13.c., a determination to exercise

13.Exercise ofMarch-in Righl& principles of fundamental faime8s. The march-in in cuel where the subfe<;.t
a. The following procedures shaB procedures shonld afford the contractor invention wall made untler a coutract

govern the exercise of the march-in the opportunity to appear widI counsel, may be made initially by the C9utracti111
rights of the agencies set forth in 35 submit documentary evidence. present officer in at:cordaDce with the
U.S.C. 203 and the clause at AttachiDeut witnesses and confront lIuchpem>D8a. procedures of the Contract Dispetes Act.
A. the agency may present. A transcribed In such cases, the procedures of the

b. Whenever an agency receives record shall be made and shall be Contract Disputes Act will apply in liea'
information that it believes might available at cost to the contractor upen of those in Parts 13.d.-g. above (except
warrant the exercise of march-in rigb". request. The requirement for • that the last senteuc:e of Part 13.e. shall
before initiating any march-in transcribed record may be waived by continue to apply). However. when the
proceeding in accordance with the mutual agreement of the contractor and procedures of thia Part 13.). are used, the
procedures of Part 13.c.-h. below. it shaH ' the agency. Any portion of. fact-finding contractor. al8fsm!e... exclusive

... " . ~Il;;'" .....~ ... VJ ""~UI."WI-U'SUlll'l.&
a. The following procedures shaB

govern the exercise of the march-in
rights of the agencies set forth in 35
U.S.C. 203and the clause at AttachiDeut
A.

b. Whenever an agency receives
information that it believes might
warrant the exercise of march-in rigbla,
before initiating any march-in
proceeding in accordance with the
procedures of Part 13.c.-h. below. it shaH

pnncipres or IUDdamentaJ falme8s. The
procedures shonld afford the contractor
the opportunity to appear widI counsel,
submit dOc:uuJentsryevidence. present
witnesses and confront luch pem>D8a.
the agency may present. A transcribed
record shall be made aad shall be
available 'at coat to the contractor upen
request. The requirement for •
transcribed record may be waived by
mutual agreement of the contractor and
the agency. Any portion of. fact-finding

marcn-m in cuel where the su~
invention wall made untler a contract
may be made initially by the C9utracti111
officer in at:cordaDce with the
procedures of the Contract Di8p1lteaAct.
In such cases, the procedures of the
Contract Disputes Act will apply in liea'
of those in Parts 13.d.-g. above (except
that the last sentence of Part 13.e. shall
continue to apply). However. when the
procedures of this Part 13.). are used. the
contractor. al8fsm!e... exclusive
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to the provisions of this clause and 35 patent applications where such filing
u.s.c. 203. With niapect to any subject has been prohibited by a Secrecy Order.
invention in which the contractor (4) Requesta for extension of the time .,
retains title. the Federal Government -" for disclosure to the agency, election,
shall have a non-exclusive, non- and filing may, at the discretion of the
transferable. irrevocable, peld-up funding Federul agency, be granted.
license to practice or have practiced for o . . . . -' ..

Attachment A-Circular ~-12C .or on behalf of the United States the . d. Conditions When the Govemment
bj t i " ti through th . l~ M. a.y 0. b. lain Title __. ~" .The following is the standard patent su ec mven on out e wor a. -

rights claused to be used in funding c. Invention Disclosure. Election of Title (1) The contractor will convey to the
agreements as provided in Part 7. and Filing ofPatent Applications by Federal agency, upon written request,

C tra to title to any subject invention: ,
Patent Rights (Small Business Firms on c r. (i) H the contractor falls to disclose or
and Nonprofit 0l'8anizations) (March (1) The contractor will disclose each - elect the subject invention within the
1982) subject invention to the Federal agency times specified in c. above. or elects not

D ,r . . within two months after the inventor to retain title.a. efinitions
discloses it in writing to contractor th -i'ch th

(1) "Invention" means any invention personnel responsible for patent (il) In ose countries in ww e
or discovery which is or may be . matters. The disclosure to the agency contractor fal1J to file patent
patentable or otherwise protectable shall be in the fonn of a written report applications within the times specified
under Title 35 of the United States Code. and shall identify the contract under in Co above: Provided, however. That if

(2) "Subject Invention" means any -, . _-which the invention was made and the the contractor has med a patent _
invention of the contractor conceived or inventor(s). Itihall be sufficiently application in a country after the times
first actually reduced to practice in the complete in technical detail to convey a specified in Co. above, but prior to ita
performance of work under this - clear understanding. to the extent receipt of the written request of the
contract. . known at the time of the disclosure. of Federal agency. the contractor shall

(3) "Practical Application" means to the nature. purpose, operation, and the continue to retain title in that country.
manufacture in the case of a _ physical. chemical, biological or (iii) In any country in which the
composition orproduct, to practice in electrical characteristics of the contractor decides not to continue the
the case of a process or method, or to invention. The disclosure shall also prosecution of any application for. to
operate in the case of a machine or identify any publication. on sale or pay the maintenance fees on. or defend
system; and, in each case. under such public use of the invention and whether in reexamination or opposition
conditions as to establish that the a manuscript describing the invention. proceeding on, a patent on a subject
invention is being utilized and that.its - . '"- has been submitted for publication and, invention.
benefits are. to the extent permitted by if so. whether it luis been accepted for .:" e. Minimum Rights _to Contractor.
law or Government regulations. publication at the time of disclosure. In

_available to the public on reasonable addition, after disclosure to the agency, ... (1) The contractor will retain a
tenns. " the contractor will promptly notify the -" nonexclusive,royalty·free llcense

(4) "Made" when used in relation to agency of the acceptance of any throughout the world in each subject
any invention means the conception or manuscript describing the invention for invention to which the Government
first actual reduction to practice of such publication or of any on sale or public obtains title except if the contractor
invention. use planned by the contractor. fails to disclose the subject invention '

(5) "Small Business Firm" means a . (2) The contractor will elect in writing within the times specified in Co. above.
small business concern as defined at . whether or not to retain title to any such The contractor's license extends to ita .
Section 2 of Pub. L. 85.536(15 U.S.C. 632) invention by notifying the Federal domestic subsidiariel and affiliates, if
and implementing regulations of the agency within twelve months of any, within the corporate structure of
Administrator of the Small Business disclosure to the contractor: Provided, which the contractor is a party and
Administration. For the purpose of this That in any case where publication, on includes the right to grant sublicenses of
clause. the size standards for small sale or public use has initiated the one the same scope to the extent the
business concerns involved in year statutory period wherein valid contractor was legally obligated to do so
Government procurement and patent protection can still be obtained in at the time the contract was awarded.
subcontracting at 13 CFR 121.3-8 and 13 the United States, the period for election The license is transferable only with the
CFR 121.3-12. respectively, will be used. of title may be shortened by the agency approval of the funding Federal agency

(6) "Nonprofit Organization" means a to a date that is no more than 60 days except when transferred to the
university or other institution of higher prior to the end of the statutory period. successor of that party of the
education or an organization of the type (3) The contractor will file ita initial contractor's business to which the
described in section 501(c)(3)of the patent application on an elected invention pertains.
Internal Revenue Code of 1954 (26U.s.c. invention within two yean after election (2) The contractor's domestic license
501(c)) and exempt from taxation under or. if earlier, prior .to the end of any may be revoked or modified by the
section 501(a) of the Internal Revenue statutory period wherein valid patent funding Federal agency to the extent
Code (26 U.S.C. 501(a)) or any nonprofit protection can be obtained in the United_ necessary to achieve expeditious
scientific or educational organization States after a publication, on sale. or practical application of the subject
qualified under a state nonprofit public use. The contractor will file inyention pursuant to an application for
organization statute. - patent applications in additional an exclusive license submitted in

. ... countries within either ten months of the accordance with applicable proviaiona
b. Allocation ofPrincipal Rights sorrespondinginitial patent application in the Federal Property Management

The contractor may retain the entire or six months from the data permission Regulations. This license will not be
right. title. and interest throughout the - -" is granted by the Commissioner of revoked in that field of UN or the
world to each lubject invention subject Patenta and Trademarka to file foreign geographical areas in which the .

- - - - - - -- --- - -_.._-
maybe revoked or modified by the
funding Federal agency to the extent
necessary to achieve expeditious
practical application of the subject
inyention pursuant to an application for
an exclusive license submitted in
accordance with applicable proviaiona
in the Federal Property Management
Regulations. This license will not be
revoked in that field of UN or the
geographical areas in which the .

WllcJj and exempt from taxation under or. if earlier, prior .to the end of any
section 501(a) of the Internal Revenue statutory period wherein valid patent
Code (26 U.S.C. 501(a» or any nonprofit protection can be obtained in the United
scientific or educational organization States after a publication, on sale, or --
qualified under a state nonprofit public use. The contractor will file
organization statute. - patent applications in additional

countries within either ten months of the
b. Allocation ofPrincipal Rights sorrespondinginitial patent application

The contractor may retain the entire or six months from the data permission
right. title, and interest throughout the - -- is granted by the Commissioner of
world to each lubject invention subject Patenta and Trademarka to file foreign

------- - - - - - - - - -- -- -- -- - _ ._ - - - - - - - - - - - - --- - - - - - - - - - -
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are not reasonably satisfied by the . will be utlliaed for the support of
contractor, assignee. or their licensees;- ' .' scientific-research or .education" , ,, ,,""

(3).Such action.is n~cessary to. meet . : ~~ J. Communications
reqwrements for pubhc use specified.by..._.:.. . . .... _".' :..: : .: : - : ~ ~~ .
Federal regulations and such {Complete According to Instructions"."
requirements are not reasonably atPart 8.b. of this Ctrcular).
satisfied by the contractor, assignee. or IFR Doc.I2-438lI.PIled z..l8-&:.ll:45 am)

licensees; or . KlJNG COOE 3110-01-11

(4) Such action is necessary because
the agreement required by paragraph i.
ofthis clause has not been obtained or
waived or because a licensee of the
exclusive right to use or sell any subject
invention in the United States is in
breach of such agreement.

k. Special Provisions for Contracts with
Non-profit Organizations

If the contractor is a non-profit
organization. it agrees that:

(1) Rights to a subject invention in the
United States may not be assigned
without the approval of the Federal
agency. except where such assignment
is made to an organizationwhich has as
one of its primary functions the
management of inventions and which is
not. Itself, engaged in or does not hold a
substantial interest in other
organizations engaged in the
manufacture or sale of products or the
use of processes that might utilize the
invention or be in competition with
embodiments of the invention provided
that such assignee will be subject to the
same provisions as the contractor);

(2) The contractor may not grant
exclusive licenses under United States
patents or patent applications in subject
inventions to persons other than small
business firms for a period in excess of
the earlier of:

(i) Five years from first commercial
sale or use of the invention; or

(ii) Eight years from the date of the
exclusive license excepting that time
before regulatory agencies necessary to
obtain premarket clearance. unless on a
case-by-case basis. the Federal agency
approves a longer exclusive license. If
exclusive field of use licenses are
granted. commercial sale or use in one
field of use will not be deemed
commercial sale or use as to other fields
of use, and a first commercial sale or
use with respect to a product of the
invention will not be deemed to end the
exclusive period to different subsequent
products covered by the invention.

(3,) The contractor will share royalties
collected on a subject invention with the
inventor; and

(4) The balance of any royalties or
income earned by the contractor with
respect to subject inventions. after
payment of expenses (including
payments to inventors) incidental to the
administration of subject inventions,

exciusive penoa 10 mrrerent suosequem
products covered by the invention.

(3,) The contractor will share royalties
collected on a subject invention with the
inventor; and

(4) The balance of any royalties or
income earned by the contractor with
respect to subject inventions. after
payment of expenses (including
payments to inventors) incidental to the
administration of subject inventions,


