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Norman Latker, Patent Counsel AYS} 1978
Office of the General Counsel
Office of the Secretary
Department of Health, Education and Welfaré S rmiisreem e, n - -
Washington, D. C. 20201 }

Dear Mr. Latker: LI /

You are requested to appear before the Monopoly
and Anticompetitive Activities Subcommittee at 9:00 o'clock
on the morning of Monday, May 22, 1978, to testify at a
hearing on the history, legal basis and implications of Insti-
tutional Patent Agreements (IPAs) as an implement of Government
. patent policy.

The hearing will be held in Room 318 of the Russell
Senate Office Building. Witnesses from the National Science
Foundation and the General Services Administration are also
being requested to testify.

As you know, I asked the administrator of the Office
of Federal Procurement Policy to stay the March 20 effective
date of a GSA amendment to the Federal Procurement Regulations
providing for the use of IPAs in contracts with universities
and nonprofit organizations for experimental, development
and research work. He granted a stay of 120 days, until July 18,
to permit further consideration of this amendment by the
Executive Office cf the President and certain Congressional
cormmittees.

As patent counsel for the Department of Health,
Education and Welfare, which has used an IPA since 1968,
you oversee administration of its patent program and provision
of legal services to HEW relating to patents, inventions
and other forms of intellectual property resulting from its
$2 billion annual research and development program.

In addition, you have served on the executive subcommittee
of the Committee on Government Patent Policy of the Federal
Council for Science, Engineering and Technology, and as chairman
of the Subcommittee on University Patent Policy. You also
served on the interagency committee that drafted the new patent
section for the Federal Procurement Regulations. Given your
prominent role in patent matters over the years, your
testimony will be invaluable. :

—— e enmeh e o b en e e eia e

-

$2 billion annual reSEarCll dllu UCVELuUpiciie fawge -

In addition, you have served on the executive subcommittee
of the Committee on Government Patent Policy of the Federal
Council for Science, Engineering and Technology, and as chairman
of the Subcommittee on University Patent Policy. You also
served on the interagency committee that drafted the new patent
section for the Federal Procurement Regulations. Given your
prominent role in patent matters over the years, your
testimony will be invaluable. ;
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In your testimony, please discuss the history and
legal basis of HEW's IPA and note:

(1) Whether HEW regulations covering inventions
resulting from research grants, fellowship awards and contracts
for research (45 CFR Parts 6 and 8) have been amended since
January 7, 1969; and

(2) The statutory or other authority for Sec. 8.8
of those regulations headed, "Screening of compounds generated
under DHEW grants and awards" (34 F.R. 201, Jan. 7, 1969).

Please attach to your prepared statement a list of
all universities and other nonprofit organizations which hold
an IPA administered by HEW, as well as:

(a) A list of the patent management organizations
with which these IPA holders have agreements assigning them the
rights in subject inventions, and an example of such an
agreement; and

(b) A list of approved patent management organizations,
if any, not presently having an agreement with an IPA holder.

Further, please furnish a list of IPA holders, patent
management organizations and non-IPA holders having agreements
with drug screening organizations for screening services to
be performed at nongovernmental facilities pursuant to
Sec. 8.8(c) of the regulations referred to above.

Based on the written annual reports HEW receives
from grantees as required by Article XI of the IPA, please answer:

(1) How many licenses have been granted to the
inventor or to associates of the inventox?

(2) How many subject inventions covered by IPAs
failed to be marketed because the developer/licensee mis-
calculated the market or for such other reasons as insufficient
financing, multiple infringers or simple inability to convert
the invention into a commercial product? How many of these
inventions have been relicensed?

the invention into a commercial Proaucts HOUW lidily Ui Lucas
inventions have been relicensed?
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(3) What are the average annual expenses reported to
HEW by IPA holders?

(4) How many IPA holders are in the black with respect

to their efforts to commercialize subject inventions?

(5) What is the gross amount of royalties received
by IPA holders as reported to HEW in the written annual
reports they were required to provide on or before last

September 30?

Also, please supply a copy of your Information Item
No. 59 pertaining to the subcommittee's December hearings
on patent policy, plus any subsequent items in the series
dealing with the subcommittee's study of Government patent
policy or these hearings.

Finally, in your testimony please address the question
on intellectual property rights -- and the degree of protection
they do receive or should receive in the peer review process.

A separate letter is being sent to Secretary Califano
explalnlng that your appearance as a witness is essential
to the subcommittee's examination of the history, legal basis
and implications of IPA's as an implement of Government patent

policy. A copy 2§ n ﬁltter to you will be enclosed. It
would be greatly you would-provide us with 10 copies
of your prepared statement y May lg‘and 50 copies on the
day of your appearance befare the subcoinlttee.

224~ 5175. Thank you.

GN/gsy
Encl.
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' INFORMATION SHEET FOR WITNESSES APPEARING BEFORE THE

U.S. SENATE SMALL BUSINESS COMMITTEE

(The following standard procedures have been developed by the
Committee for the overall convenience of our members, the witnesses
and the press and to conform with the requirements of S. Res. 278,
91st Congress, lst Session.)

STATEMENTS

A. Please place identification information at the top of the
first page of your statement substantially as follows;
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EXAMPLE:

Name

Title and association, business, college, etc.,
designation

Business address (Street, City § State)
Subcommittee of the Senate Small Business before
whom you are testifying

Date of appearance

(STATEMENT BY

(DR. JAMES A. BROWN, PRESIDENT, ABC PAPER COMPANY
(BEFORE SUBCOMMITTEE ON

(SENATE SMALL BUSINESS COMMITTEE

((Insert date of your testimony))

B. Please furnish to the Committee Offices, 424 Russell Senate
Office Bldg., Washington, D. C. 20510, the following number
of your prepared statement:

1.

2.

/¢ copies to be received no later than /77@‘7/?

A copies on the day of your testimony to be
provided to the Committee staff handling the
hearing.

(for Committee use and press purposes)
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of funding 12 ykars ago as ‘‘under-
investment in the future™ and a “‘loss of
the U.S. empire in science and tech-
nology.” For more than a decade, says
Price, ‘‘academic research in science
and technology has been running ef-
fectively at half speed compared with the
world growth rate of a 6% per annum in-
crease in scientific and technological ac-
tivity. Many of the other most developed
nations of the world have followed our
lead a few years later, but still, relative

Lo

to the rest of the world, the United
States i$ falling back at about 3% per an-
num. Tt is this loss in our ‘scientific and
techdical empire” [I make an analogy
with the loss of British empire which 1
experienced in my youth] which makes
itself felt in the adverse balance of our
dominant high technology international
trade and thereby devalues the dollar in
the world exchanges.

“In 1967, at peak, the United States
was about 33% of all world science and

of federally financed research.

must follow a single standard.

ent officials.

as well as grants.

5 years after the initial marketing.

marketing.

coveries to private industry.

scheduled.—R. JEFFREY SMITH

Patent Policy Changes Stir Concern

Acting on recommendations that date as far back as 1971, the General
Services Administration (GSA) has amended federal procurement regula-
tions to permit universities to get a larger share of the commercial benefiis

The new regulations were based primarily on suggestions by a sub-
committee of the Federal Council for Science and Technology that greater
incentives are needed for universities to pursue commercialization of their
research. The GSA regulations would provide this incentive by encouraging
federal agencies to allow universities to retain possession and control of
their federally financed discoveries; universities, in turn, would be encour-
aged to license these discovernes to private industry.

Specifically, the regulations provide for a standard agreement between
federal agencies and universities, known as an Institutional Patent Agree-
ment (IPA). “"The agreements permit . . .
conditions, to retain the entire right, title, and interest in inventions made in
the course of their contracts’ with the federal government.

Such agreements are in common use by federal agencies now, but each
may have a slightly different form. The GSA regulations require that all new
IPA’s. meaning any written or rewritten after the effective date of 20 March,

Moreover, the standard specified in the regulations is different from the
IPA’s being used now in several respects, according to several federal pat-

1) The new IPA can be used to cover research funded through contracts

2) The new IPA increases the period of exclusive control that a university
can give to a licensee from 3 vyears after the initial marketing of 2 product to

3) The time that a licensee spends trying to get a federal regulatory agency
to approve the product will be exempted from the time limits on exclusive

4) It permits universities to affiliate with for-profit patent management
companies, which are organized io promote the licensing of university dis-

5) It removes the ceiling on the amount of royalties from a discovery that
can be returned to the researcher who invented it, essentially allowing each
university to set its own policy on the amounts.

Although this patent policy is intended to facilitate the transfer of
research results from laboratory to marketplace, there is some concern
on Capitol Hill that it goes too far in the direction of allowing profit-
making firms to benefit from federaily funded research. Also of concern
is a provision that could pressure researchers to withhold publication
pending patent filings. Senator Gaylord Nelson (D-Wis.), chairman of the
Small Business Committee. hopes to hoid hearings before the policy goes
into effect next week. If that cannot be done, he intends to ask the Office
of Management and Budget to delay implementation until hearings can be

institutions, subject to certain
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technology across the board. The de-
cline, duc to saturation at the previously
menticned 3% per annum, has been pro-
ducing a 19z fall in our share of the
world’s science and technology everv
year and we are ncow, so far as ! can
make a guesstimate. only about 2507
world science. Since the United States
has only about 7% of the v.orld copu-
lation, one can express these figures by
saying that at peak i 1967 we had about
five times the averzge share of world af-
fluence or per capita GNP. It is now, in
1978, about 3'2 times the average and
unless heroic measures are taken we wiil
have been reduced to only abcut double
the world average before the year 2600
AD.”

Before taking such ‘‘heroic mea-
sures,”” Price thinks that a useful fi-st
step would be to “*disaggregate”’ the bas-
ic science budget which is now combined
with other items, including technolegy
purchases and civil service science. to
form a “‘dangerously misleading aggrega-
tion.”” Then he would treat the basic sci-
ence budget to ‘*moderate increases in-
stead of decline.”” He sees the 11 percent
boost requested for basic reszarch in the
Carter budget as helpful but not suf-
ficient. What academic science needs. he
says, is funding over perhaps a 10-year
period to. make up for the cuts it has suf-
fered. To do this would reguire an in-
crease of 16 percent a year in the aca-
demic 3science budget and. if funds
were provided to compensate for a 6 per-
cent inflation rate, Price calculates a 22
percent increase would be in order.

These would be heroic measures in-
deed. but Price insists that the choice is
between such action or rapid decline.

Price’s bid for support of basic science
was not subjected to questioning by ei-
ther legisiators or his feilow paneiisis ve-
cause he departed immediately after giv-
ing his testimony. Price, a versatile aca-
demic whose interests and expertise
range from the development of scientific
instruments to the wilder shores of sci-
ence policy, was scheduled to chair a
session on ‘*Science and the Ism's of the
20th Century,” set for the same hour.

Challenges to Price’s views seem pre-
dictable from those who feel that im-
provement of U.S. performance in in-
dustrial innovation is the main problem
for science policy today and that heroic
increases in the basic research budget
are not the way to solve it. Senate staff
members say that Senator Adlai Steven-

" son 1lII found Price's paper provoc-

ative, and Price’s analyses have a way
of getting noticed in academia. so there
could be a delayed reaction.
—JoHNn WaLsh
SCIFNCF VNI 100 17 WaRCH 168\
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Anger Over Fee R:se

Independent mventors are 1rked by
Bush Administration proposals to
nearly double fees at the Patent and
Trademark Office. Individuals, small
businesses and nonprofit organiza-
tions now pay fees only half as large
as those for large companies. The
new proposal would eliminate that

subsidy for issuance fees and mainte-
nance fees over the life of the patent .

EdmundL Andrews" ’57 6 / ? /

to keep it in force. According to Intel- : :

lectual Property Owners Inc,, a trade ~
. association for inventors, fees for an
~individual inventor would surge to

$6,365 from $3,340. House and Senate

subcommittees overseeing the Pat- .
‘ent Office are expected to: develop ‘
_their own recommendations SOon. -
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BrRowDY AND NEIMARK
ATTORNEYS AT LAW

PATENT AND TRADEMARK CAUSES

SHERIDAN NEIMARK TELECOPIER FACSIMILE
ROCER L. BROWDY SUITE 300 (GROUPS 1. 11. & 11D
X 5 419 SEVENTH STREET. N. W. (202) 737-3528

AN M. KORNBAU ' i,
NORMAN J. LATKER WASHINCTON. D. C. 20004 TELEX 248633
JEROME |. NORRIS- TELEPHONE (202)-628-5197 .-l
. ROBERT K. CARPENTER ALVIN BROWDY
TERESA J. BANTA*

(*NOT ADMITTED IN D.C) June 21, 1991 PATENT ACENT

SHMUEL LIVNAT. PH.D.

Senator Dennis DeConcini
HART SENATE OFFICE BUILDING
SH-328

Washington, D.C. 20510

Dear Senator DeConcini:

As you know, the United States Patent and Trademark
Office announced in a May 10, 1991, Federal Register Notice of a
new proposal to raise Patent Office Fees above the already
undebated 69% increase put into place on November 5, 1990.

Only cursory review reveals that the bulk of the
proposed increase is intended to come from substantially
eliminating the small entity tier of fees established by law.
Given the PTO's prior attempts to attain this result, we believe
they will continue to persevere until the patent community
(including your committee) make it clear that there will be no
retreat from this law.

Because the PTO has provided no rationale to justify
their attack on the law (other than suggestions that the small
entity fee structure is a subsidy paid for by others and PTO has a
need for additional funding), we can only speculate that their
persistence is based on a belief that there was, in the first
instance, no sound justification for the two tier fee system
established by the law.

Further, and ominously, the PTO position strongly
suggests that this new fee increase is a first step toward a 100%
user supported PTO without contribution from the tax paying
public. Given achieving this goal, the next predictable step will
be toward a private independent PTO answerable to the public in
some yet to be determined manner.

As you might suspect, we strongly oppose the proposed
fee increase and the elimination of the small entity fee tier
based on the underlying reasons for initially establishing the
small entity status in law.

Much of the support for the law came from those who were
well aware of the loss of world market to new foreign technologies
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and its detrimental impact on the domestic economy. In answer to
this threat, the Congress wisely crafted a series of laws
including P.L. 97-247 and amendments thereto, to create stronger
incentives for the delivery of new American technology to the
market place. All these laws were crafted to encourage "small
entities", and other research performers who do research outside
the scope of established and marketed product lines, with the idea
that new bridges and incentives to bring their inventive results
to the marketplace were urgently needed.

In particular, the passage of P.L. 97-247 was supported
by the belief that there are two rough divisions between patent
applications filed in the PTO. One division 1is represented by
patent applications filed on improvements or variants of existing
marketed products. These so-called "defensive patents" are
presumed to be in most part financed by the profits from the
existing products being defended from competition, usually by
large foreign and domestic corporations (and these are
increasingly multi-national and foreign corporations).

The second division represents patent applications on
new product lines that had not previously existed and may or may
not displace an existing product line. This type of patent
application is best understood by people in the life science and
pharmaceutical industry where the goal for remaining competitive
is new drugs, diagnostic tests, etc., that did not previously
exist for treatment of disease.

Given the rough existence of these divisions, P.L. 97-
247 was built on the theory that a large segment of the second
division of patent applications would normally arise from small
entities (small business, universities and other nonprofit
organizations and individuals) as the research they conduct is
either fundamental or risk oriented and outside an existing
product line producing profits. Our experience supports the
belief that new products which create new industries and jobs
emerge from small entity research out of proportion to other
research performers.

But inherent to the above is the problem of funding
patent protection and marketing of such new products given that
there is no existing product line owned by the small entity
generating the profits necessary to proceed. It was on this point
that we would suggest that the founding fathers understood the
need for a publicly supported patent system. Indeed, note the
wording of Art I, Section 8:

Congress shall have power to promote the
progress of science and useful arts by
securing for limited times to authors and
inventors the exclusive rights to their

there is no existing product line owned by the small entity
generating the profits necessary to proceed. It was on this point
that we would suggest that the founding fathers understood the

need for a publicly supported patent system. Indeed, note the
wording of Art I, Section 8:

Congress shall have power to promote the
progress of science and useful arts by
securing for limited times to authors and
inventors the exclusive rights to their
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respective writings and discoveries.

First, please remember that at the time this great
innovation in public policy was written there were no large
entities. The creation of the patent system was aimed only at
serving a rural community made up of what are now called small
entities on the basis of both serving the public as a whole by
promoting "...the progress of science and useful arts" and by
providing to small entities the means through the value of

.exclusive rights" of reaching the marketplace.

The PTO goals are headed in the direction of ignoring
the fact that Art I, Section 8 contemplates a benefit to the
public in exchange for the grant of exclusive rights. We believe
the public has recognized this through years of supporting the
patent system. The benefit to the public is particularly clear
when noting that a large percent of small entity inventions
covered by patents never reach the marketplace. In this instance,
the small entity has gained little or nothing whereas the publlc
has gained the teaching of the invention.

We would go so far as saying that most domestic
corporations involved primarily in defensive patent filing are
sophisticated enough to recognize that it is in their own best
interest to support the small entity fee tier. This is based on
the fact that our free economy allows for acquisition or licensing
of the successful small entity innovation which is an increasing
occurrence fostered by the laws which the PTO now would unravel
for what appears to be parochial interests.

Sincerely,
BROWDY and

A fo

Shérldaﬁ Neimark

By: [ %?/

Iv%r/yu Cooper/”
By

T i —

Norman J. Latker

cc: Dennis Burke
(Senate Patent Subcommittee)

N

Ivér/?n Coopexr”
By: ' \771ﬁ522f::::L

Norman J. Latker

cc: Dennis Burke
(Senate Patent Subcommittee)
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Senator Dennis DeConcini
HART SENATE OFFICE BUILDING
SH-328

Washington, D.C. 20510

Dear Senator DeConcini:

As you know, the United States Patent and Trademark
Office announced in a May 10, 1991, Federal Register Notice of a
new proposal to raise Patent Office Fees above the already
undebated 69% increase put into place on November 5, 1990.

Only cursory review reveals that the bulk of the
proposed increase is intended to come from substantially
eliminating the small entity tier of fees established by law.
Given the PTO's prior attempts to attain this result, we believe
they will continue to persevere until the patent community
(including your committee) make it clear that there will be no
retreat from this law.

Because the PTO has provided no rationale to justify
their attack on the law (other than suggestions that the small
entity fee structure is a subsidy paid for by others and PTO has a
need for additional funding), we can only speculate that their
persistence is based on a belief that there was, in the first
instance, no sound justification for the two tier fee system
established by the law.

Further, and ominously, the PTO position strongly
suggests that this new fee increase is a first step toward a 100%
user supported PTO without contribution from the tax paying
public. Given achieving this goal, the next predictable step will
be toward a private independent PTO answerable to the public in
some yet to be determined manner.

As you might suspect, we strongly oppose the proposed
fee increase and the elimination of the small entity fee tier
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and its detrimental impact on the domestic economy. In answer to
this threat, the Congress wisely crafted a series of laws
including P.L. 97-247 and amendments thereto, to create stronger
incentives for the delivery of new American technology to the
market place. All these laws were crafted to encourage "small
entities", and other research performers who do research outside
the scope of established and marketed product lines, with the idea
that new bridges and incentives to bring their inventive results
to the marketplace were urgently needed.

In particular, the passage of P.L. 97-247 was supported
by the belief that there are two rough divisions between patent
applications filed in the PTO. One division is represented by
patent applications filed on improvements or variants of existing
marketed products. These so-called "defensive patents" are
presumed to be in most part financed by the profits from the
existing products being defended from competition, usually by
large foreign and domestic corporations (and these are
increasingly multi-national and foreign corporations).

The second division represents patent applications on
new product lines that had not previously existed and may or may
not displace an existing product line. This type of patent
application is best understood by people in the life science and
pharmaceutical industry where the goal for remaining competitive
is new drugs, diagnostic tests, etc., that did not previously
exist for treatment of disease.

Given the rough existence of these divisions, P.L. 97-
247 was built on the theory that a large segment of the second
division of patent applications would normally arise from small
entities (small business, universities and other nonprofit
organizations and individuals) as the research they conduct is
either fundamental or risk oriented and outside an existing
product line producing profits. Our experience supports the
belief that new products which create new industries and jobs
emerge from small entity research out of proportion to other
research performers.

But inherent to the above is the problem of funding
patent protection and marketing of such new products given that
there is no existing product line owned by the small entity
generating the profits necessary to proceed. It was on this point
that we would suggest that the founding fathers understood the
need for a publicly supported patent system. Indeed, note the
wording of Art I, Section 8:

Congress shall have power to promote the
progress of science and useful arts by
securing for limited times to authors and
inventors the exclusive rights to their
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that we would suggest that the founding fathers understood the
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wording of Art I, Section 8:

Congress shall have power to promote the
progress of science and useful arts by
securing for limited times to authors and
inventors the exclusive rights to their
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respective writings and discoveries.

First, please remember that at the time this great
innovation in public policy was written there were no large
entities. The creation of the patent system was aimed only at
serving a rural community made up of what are now called small
entities on the basis of both serving the public as a whole by
promoting "...the progress of science and useful arts" and by
providing to small entities the means through the value of

.exclusive rights" of reaching the marketplace.

The PTO goals are headed in the direction of ignoring
the fact that Art I, Section 8 contemplates a benefit to the
public in exchange for the grant of exclusive rights. We believe
the public has recognized this through years of supporting the
patent system. The benefit to the public is particularly clear
when noting that a large percent of small entity inventions
covered by patents never reach the marketplace. In this instance,
the small entity has gained little or nothing whereas the public
has gained the teaching of the invention.

We would go so far as saying that most domestic
corporations involved primarily in defensive patent filing are
sophisticated enough to recognize that it is in their own best
interest to support the small entity fee tier. This is based on
the fact that our free economy allows for acquisition or licensing
of the successful small entity innovation which is an increasing
occurrence fostered by the laws which the PTO now would unravel
for what appears to be parochial interests.

Sincerely, -

BROWDY and/;i/

By

Ivé /?~ Cooper9/
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Norman J. Latker

cc: Dennis Burke
(Senate Patent Subcommittee)
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Mr. William J. Hughes

207 CANNON HOUSE OFFICE BUILDING
Subcommittee on Intellectual Property
and Judicial Administration

Washington, D.C. 20515

Dear Mr. Hughes:

As you know, the United States Patent and Tradgmark
Ooffice announced in a May 10, 1991, Federal Register Notice of a
new proposal to raise Patent Office Fees above the already
undebated 69% increase put into place on November 5, 1990.

only cursory review reveals that the bulk of the
proposed increase is intended to come from substantially
eliminating the small entity tier of fees established by law.
Given the PTO's prior attempts to attain this result, we believe
they will continue to persevere until the patent community
(including your committee) make it clear that there will be no
retreat from this law.

Because the PTO has provided no rationale to justify
their attack on the law (other than suggestions that the small
entity fee structure is a subsidy paid for by others and PTO has a
need for additional funding), we can only speculate that their
persistence is based on a belief that there was, in the first

instance, no sound justification for the two tier fee system
established by the law.

Further, and ominously, the PTO position strongly
suggests that this new fee increase is a first step toward a 100%
user supported PTO without contribution from the tax paying
public. Given achieving this goal, the next predictable step will

be toward a private independent PTO answerable to the public in
some yet to be determined manner.

. As you might §u§pect, we strongly oppose the proposed
fee increase and the elimination of the small entity fee tier

based on the underlying reasons for initially establishi
small entity status in law. ¥ ng the

rartner, aimiu uvinasssvsmeag, - .
suggests that this new fee increase is a first step toward a 100%
user supported PTO without contribution from the tax paying
public. Given achieving this goal, the next predictable step will

be toward a private independent PTO answerable to the public in
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Much of the support for the law came from those who were
well aware of the loss of world market to new foreign technologies
and its detrimental impact on the domestic economy. In answer to
this threat, the Congress wisely crafted a series of laws
including P.L. 97-247 and amendments thereto, to create stronger
incentives for the delivery of new American technology to the
market place. All these laws were crafted to encourage "small
entities", and other research performers who do research outside
the scope of established and marketed product lines, with the idea
that new bridges and incentives to bring their inventive results
to the marketplace were urgently needed.

In particular, the passage of P.L. 97-247 was supported
by the belief that there are two rough divisions between patent
applications filed in the PTO. One division is represented by
patent applications filed on improvements or variants of existing
marketed products. These so-called "defensive patents" are
presumed to be in most part financed by the profits from the
existing products being defended from competition, usually by
large foreign and domestic corporations (and these are
increasingly multi-national and foreign corporations).

The second division represents patent applications on
new product lines that had not previously existed and may or may
not displace an existing product line. This type of patent
application is best understood by people in the life science and
pharmaceutical industry where the goal for remaining competitive
is new drugs, diagnostic tests, etc., that did not previously
exist for treatment of disease.

Given the rough existence of these divisions, P.L. 97~
247 was built on the theory that a large segment of the second
division of patent applications would normally arise from small
entities (small business, universities and other nonprofit
organizations and individuals) as the research they conduct is
either fundamental or risk oriented and outside an existing
product line producing profits. Our experience supports the
belief that new products which create new industries and jobs
emerge from small entity research out of proportion to other
research performers.

But inherent to the above is the problem of funding
patent protection and marketing of such new products given that
there is no existing product line owned by the small entity
generating the profits necessary to proceed. It was on this point
that we would suggest that the founding fathers understood the

need for a publicly supported patent system. 1Indeed, note the
wording of Art I, Section 8:

Congress shall have power to promote the
progress of science and useful arts by
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securing for limited times to authors and
inventors the exclusive rights to their
respective writings and discoveries.

First, please remember that at the time this great
innovation in public policy was written there were no large
entities. The creation of the patent system was aimed only at
serving a rural community made up of what are now called small
entities on the basis of both serving the public as a whole by
promoting "...the progress of science and useful arts" and by
providing to small entities the means through the value of
", ..exclusive rights" of reaching the marketplace.

The PTO goals are headed in the direction of ignoring
the fact that Art I, Section 8 contemplates a benefit to the
public in exchange for the grant of exclusive rights. We believe
the public has recognized this through years of supporting the
patent system. The benefit to the public is particularly clear
when noting that a large percent of small entity inventions
covered by patents never reach the marketplace. In this instance,
the small entity has gained little or nothing whereas the public
has gained the teaching of the invention.

We would go so far as saying that most domestic
corporations involved primarily in defensive patent filing are
sophisticated enough to recognize that it is in their own best
interest to support the small entity fee tier. This is based on
the fact that our free economy allows for acquisition or licensing
of the successful small entity innovation which is an increasing
occurrence fostered by the laws which the PTO now would unravel
for what appears to be parochial interests.

Sincerely,
BROWDY and NEIHARK

w Ja<

éherldan Neimark

Iver P. Coaﬁer

By: /ﬁ/r v/-leﬁ%E:::>‘

Norman J. Latker

cc: Hayden Gregory

By: /Zl”¢4’~ ol

"Iver P. cOaﬁer

/z/ N

Norman J. Latker

cc: Hayden Gregory
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Introduction

This proposed model cooperative research and development
agreement (CRDA) is presented in accordance with Section 5 of the
Technology Transfer Act of 1986 (15 United States Code (USC)

Sec. 3710(g) (1) (B)). In providing this model agreement our
intention is to furnish advice and assistance for a generic model
from which parties can add to or substract as they think is
appropriate for their particular situation. The definition of
cooperative agreement in the Act (15 USC 3710a(d)) excludes a
procurement contract, grant, or cooperative agreement.
Consequently, the CRDA does not include all the terms and
conditions used in these legal instruments nor the required
clauses in the Federal Acquisition Regulation (FAR). Of course,
an agency or laboratory has the discretion to insert wording from
selected clauses of the FAR or may paraphrase such clauses for
use in the CRDA. We are available to assist you in any way

relating to this matter.

Model Cooperative Research and Development Agreement

This Cooperative Research and Development Agreement

("CRDA") , dated as of » is entered into by
and between the ABX Company, Inc., a New York Corporation
("ABX"). and the XYZ Center, a laboratory of the X Agency
("XYz").

A. Whereas, the Congress in enacting the Federal
Technology Transfer Act of 1986, Public Law No. 99-502,

October 20, 1986, has found that Federal laboratories®'
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("XYz2%).

A. HWhereas, the Congress in enacting the Federal
Technology Transfer Act of 1986, Public Law No. 99-502,

October 20, 1986, has found that Federal laboratories'
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developments should be made accessible to private industry, state
and local Governﬁents, and has declared that one of the purposes
of such Act is to improve the economic, environmental and social
well being of the United States by stimulating the utilization of

Federally-funded technology developments by such parties;

B. Whereas, the Federal Technology Transfer Act of 1986
among other technology transfer improvements has provided each
Federal agency with the authority to permit the Director of
Government-operated Federal laboratories to enter into
cooperative research and development agreements (CRDA) with
federal or non-Federal entities including private firms and
organizations for the purpose of providing to (but not funds), or
obtaining from, collaborating parties, personnel, services,
property, facilities, equipment or other resources toward the
conduct of specified research and development efforts which may
include the disposition of patent rights in the inventions which

may result from such collaboration:

C. Whereags, XYZ has performed substantial research and
development with respect to {For example, radionuclides from rare
earth elements with cancer therapy potential and has substantial
elements with cancer therapy potential and has substantial
expertise in the generation and characterization of monoclonal
antibodies and their in-vivo binding abilities, hereinafter

referred to as "the Technology"}:;
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D. Whereas, XYZ possesses certain advanced scientific
skills, facilities, special equipment, information, computer

software, and know-how pertaining to the Technology;

E. Whereas, XYZ desires to pursue the development of the
Technology with the objective of developing {For example, cancer
therapeutic reagents consisting of specific monoclonal antibodies

coupled to specific radionuclides with cell killing potential};

F. Whereas, ABX is interested in the further development
of the Technology and its utilization by private and public {For

example, medical institutions};

G. Whereas, ABX desires to provide resources for XYiZ's
further development of the Technology and subsequently, upon the
successful completion of development, carry out a plan for
marketing of the {For example, reagents leading to the widespread

commercial availability of such reagents};

H. Whereas, XYZ views its collaboration with ABX to
develop the Technology and the commitment of ABX to undertake its

marketing plan to be in the furtherance of the public interest;
Now, therefore, the parties hereto agree as'follows:

Article 1. Definitions

As used in this Agreement, the following terms shall have
the following meanings and such meanings should be equally

applicable to both the singular and plural forms of the terms

defined:
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1.1 Cooperative research and development agreement (CRDA) means

this agreements as used herein.

1.2 "Invention" means any invention or discovery which is or may
be patentable under Title 35 of the United States Code or any
novel variety of plant which is or may be protectable under the

Plant Variety Protection Act (7 U.S.C. 7321 et seq.).

1.3 "Made" in relation to any invention means the conception or

first actual reduction to practice of such invention.

1.4 "Proprietary Information"™ means information which embodies
trade secrets developed at private expense or which is

confidential business or financial information provided that such

information:

(i) Is not generally known or available from other sources

without obligations concerning its confidentiality;

(ii) Has not been made available by the owners to others

without obligation concerning its confidentiality; and

(iii) Is not already available to the Government without

obligation concerning its confidentiality.

1.5 "Subject Data" means all recorded information first produced

in the performance of this Agreement.

1.6 "Subject Invention" means any invention conceived or first

actually reduced to practice in the performance of work under

this Agreement.
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Article 2. Cooperative Research *

2.1 §Sstatement of Work. Cooperative research performed under this
Agreement shall be performed in accordance with the Statement of
Work ("SOW") attached hereto as Appendix A. XYZ agrees to
perform the cooperative research and to utilize such personnel
resources, facilities, equipment, skills, know-how and

information as it considers necessary, consistent with its own

policies, missions and requirements.

2.2 Review of Work. Periodic conferences shall be held between
XYZ and ABX, personnel for the purpose of reviewing the progress
of work; however, XYZ shall have exclusive control and
supervision over the conduct of all cooperative research. It is
understood that the nature of this cooperative research is such
that completion within the period of performance specified, or
within the limits of financial support allocated, cannot be

guaranteed. Accordingly, it is agreed that all cooperative

research is to be performed on a best efforts basis.

2.3 Principal Investigation. XYZ agrees to assign a substantial
portion of the work to be performed pursuant to the SOW to the
"W" Branch. The work will be performed under the supervision of

Dr. who as principal investigator has the

responsibility for the scientific and technical conduct of this

project.

2.4 Scope Change. If at any time Dr.

determines that the research data justifies a substantial change
DEPT OF COMMERCE/OFC OF FED TECH MGMT-DRAFT-11/4/87 Page 5
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in the direction of the work, XYZ shall promptly notify ABX and
the parties shall make a good faith effort to agree on any

necessary change to the SOW,.

2.5 "An alternative" {To the extent that the conduct of
sponsored research may require a joint technical effort of ABX
and XYZ, the parties agree to establish a joint research and
development team (the "Team") which shall conduct sponsored
research in accordance with the SOW. Each party shall make
available to the Team such unique resources, facilities,
equipment, skills, know-how and information as it considers
necessary and appropriate. Both parties pledge to support the
Team in a mutually cooperative manner, on a best efforts basis,
consistent with their respective policies, missions and
requirements. The Team shall prepare and submit written reports
to both parties, on a periodic basis, setting forth the technical
progress made, identifying such problems as may have been
encountered, and establishing goals and objectives requiring
further effort. The Team's progress shall be prepared as an
unwritten amendment to this Agreement and subsequently subject to
the joint supervision of the parties, each of whom shall make
their own independent judgment regarding the Team's progress and
direction. Either party may suggest changes to the SOW or to the
scope and direction of the effort which, if agreed to by the
other party, shall be implemented by the Team. Although the
members of the Team shall be considered as having been delegated
to the Team, they shall continue to remain employéd by their

respective employers with full benefits and salaryl}.
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Article 3. Reports

3.1 Quarterly Reports. Commencing three months after the
expiration date, XYZ shall submit quarterly written reports to
ABX during the term of this Agreement on the progress of its work
and the results being obtained and shall make available to ABX,
to the extent reasonably requested, other project information in

sufficient detail to explain the progress of the work.

3.2 Final Reports. XYZ shall submit a final report of its

results within four months after completing the SOW.

Article 4. FEipancial Obligation

4.1 Advance Payment. The performance of research by XYZ under
this Agreement is conditioned on the advance payment by ABX of
XYZ's full cost for the performance of such research. (Use this

clause only if agency desires advance payment).

4.2 Deposit Accoupnt. ABX shall pay ${X} to XYZ for the
performance of the research specified by Article 2. Such funds
shall be deposited in {Department of Treasury, Special

Collaborative Agreement Account No. } as follows:

${.4X} to be deposited upon the execution of this Agreement;

${.2%} to be deposited 30 days prior to the beginning of the

second budget period;
${.2X} to be deposited 30 days prior to the beginning of the

third budget period; and,
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${.2X} to be deposited 30 days prior to the beginning of
the fourth budget period.

XYZ shall not be obligated to perform any of the research
specified herein or to take any other action required by this
Agreement if the agreed to funds are not deposited as required by
this Article. (An alternate clause establishing an Agency rather

than a Treasury deposit account may be used).

4.3 Insufficient and Excess Funds. XYZ shall not be required to
continue its research and development activities under this
Agreement if the funds provided by ABX are insufficient to cover
XYZ's full cost for such continued activities. Funds not
expended by XYZ shall be returned to ABX upon XYZ's submission of

a final fiscal report to ABX.

4.4 Accounting Records. XYZ shall maintain separate and
distinct current accounts, records, and other evidence supporting
all its expenditures under this Agreement. XYZ shall provide ABX

a semi-annual report accounting for the use of ABX's funds and a

final fiscal report within months after completing the
SOW or ending its research activities under this Agreement and

the completion of the research work. These accounts and records of
XYZ shall be available for reasonable inspection and copying by

ABX and its authorized representative.
Article 5. Title fo Property

5.1 Capital Equipment. All capital equipment developed or

acquired under this Agreement shall be the property of XYz,
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except that title to the following items of capital equipment
provided to XYZ by ABX or acquired by XYZ with funds supplied by
ABX shall remain or vest in ABX: Upon completion of the
research by XYZ, ABX shall be responsible for all costs attendant
to the maintenance, removal, storage and shipping of the above

identified capital equipment to ABX.

5.2 Disposal of Toxic or Other Waste (A clause may be necessary
to govern the disposal of toxic and other waste resulting from this

agreement) .

Article 6. Patent Rights

6.1 Reporting. XYZ shall promptly report to ABX each Subject
Invention reported to XYZ by its employees. ABX shall promptly

report to XYZ each Subject Invention reported to ABX by any of

its employees.

6.2 ABX Emplovee Inventions. XYZ, on behalf of the U.S.
Government, waives any ownership rights the U.S. Government may
have in Subject Inventions made by ABX employees and agrees that
ABX shall have the option to retain title to any such employee
Subject Invention. ABX shall notify XYZ promptly upon making
this election and agrees to timely file patent applications on
such Subject Invention at its own expense. ABX agrees to grant
to the U.S. Government on its employee's Subject Inventions a
nonexclusive, irrevocable, paid-up license in the patents
covering a Subject Inventions to practice or have_pfécticed,

throughout the world by, or on behalf of the U.S. Government, and
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such other rights as we specified in Article . Such
nonexclusive license shall be evidenced by a confirmatory license
agreement prepared by ABX in a form satisfactory to XYZ. ABX may
release the rights provided for by this paragraph to employee

inventors subject to a license in XYZ. (See paragraph 6.4)

6.3 xiz Employee Invention. (Note: The parties may agree to
allow ABX the option of obtaining title to subject invention
subject to a paid-up, nonexclusive, irrovacable license in the
government. In this event paragraph 6.6 will need to be
deleted). XYZ, on behalf of the U.S. Government shall have the
initial option to retain title to each Subject Invention Made by
its employees and in each Subject Invention Made jointly by an
ABX and XYZ employee. In the event that the XYZ informs ABX that
it elects to retain title to such joint Subject Invention, ABX

agrees to assign whatever right, title and interest ABX has in

and to such joint Subject Invention.

6.4 FEiling of Patent Applications. The party having the right
to retain title and file patent applications on a specific
Subject Invention may elect not to file patent applications
thereon provided it so advises the other party within 90 days
from the date it reports the Subject Invention to the other
party. Thereafter, the other party may elect to file patent
applications on such Subject Invention and the party initially
reporting such Subject Invention agrees to assign its right title
and interest in such Subject Invention to the other party and

cooperate with such party in the preparation and filing of patent

DEPT OF COMMERCE/OFC OF FED TECH MGMT-DRAFT-11/4/87 Page 10

applications on such Subject Invention and the party initially
reporting such Subject Invention agrees to assign its right title
and interest in such Subject Invention to the other party and

cooperate with such party in the preparation and filing of patent

DEPT OF COMMERCE/OFC OF FED TECH MGMT-DRAFT-11/4/87 Page 10



DEPT OF COMMERCE/OFC OF FED TECH MGMT-DRAFT-11/4/87

applications thereon. The assignment of the entire right title
and interest to the other party pursuant to this paragraph shall
be subject to the retention by the party assigning title of a
nonexclusive, irrevocable, paid-up license to practice, or have
practiced, the Subject Invention throughout the world. In the
event neither of the parties to this agreement elect to file a
patent application on subject invention, either or both (if a
joint invention) may, at their sole discretion and subject to
reasonable conditions, release the right to file to the
inventor(s) with a license in each party of the same scope as set

forth in the immediate preceeding sentence.

6.5 Patepnt Expenses. The expenses attendant to the filing of
patent applications as specified in 6.4 above, shall be borne by
the party filing the patent application. Each party shall
provide the other party with copies of the patent applicationé it
files on any Subject Invention along with the power to inspect
and make copies of all documents retained in the official patent

application files by the applicable patent office.
6.6 Exclusive License

6.6.1 Grants. XYZ, on behalf of the Government, hereby
agrees to grant to ABX an exclusive license in each U.S. patent
application, and patents issued thereon, covering a Subject
Invention, which is filed by XYZ on behalf of the U.S. Government
subject to the reservation of an irrevocable, royalty-free

license to practice and have practiced the Subject Invention on
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behalf of the U.S. Government, and such other terms and

conditions as are specified by XYZ in such exclusive license.

6.6.2 Exclusive Licepse Terms. Upon filing of a patent
application on a Subject Invention by XYZ, ABX shall have the
option to acquire a limited term exclusive license in the
resulting patents at reasonable royalty rates upon the execution
of an exclusive license agreement containing the terms and
conditions and substantially in the form specified in Exhibit A.
The specific royalty rate and term of exclusivity shall be
negotiated promptly after the Subject Invention is filed in the
U.S. Patent and Trademark Office, provided however, that this
option must be exercised by ABX by written notice to XYZ within
— months from the date the U.S. Patent Application is so
filed. {The reasonable royalty rate for each exclusive license
shall be based upon a portion of the selling price of the {itém}
attributable to the presence of claimed subject matter where such
{item} is a machine, article of manufacture, product made by a
process, or composition of matter as defined by the claims of the
patents. Where the claimed subject matter relates to a process
or method to be practiced under the claims of the patent, the
royalty will be based upon the net savings attributable to the

implementation of said process or method.}

6.6.3 Extension of Exclusive Licenses. The term for each
exclusive license acquired by ABX pursuant to 6.6.2 above shall
extend from the issuance date of the U.S. patent on the Subject

Invention. Requests by ABX for extensions of an exclusive

DEPT OF COMMERCE/OFC OF FED TECH MGMT-DRAFT-11/4/87 Page 12

6.6.3 Extension of Exclusive Licenses. The term for each
exclusive license acquired by ABX pursuant to 6.6.2 above shall
extend from the issuance date of the U.S. patent on the Subject

Invention. Requests by ABX for extensions of an exclusive

DEPT OF COMMERCE/OFC OF FED TECH MGMT-DRAFT-11/4/87 Page 12



DEPT OF COMMERCE/OFC OF FED TECH MGMT-DRAFT-11/4/87

license may be filed at any time prior to the expiration of the
exclusive license and must be supported by a factual showing that
such a renewal is necessary to permit ABX to recapture its
investment and make a reasonable profit. The decision to extend
an exclusive license shall be within the sole discretion of XYZ.
(Note: If premarketing approval is required by a federal agency,
the extended term time period for the patent grant should be
taken into consideration by providing for an extension by the

period of exclusivity).

Article 7. Data and Publication

7.1 Rights. Subject to the provisions 6f paragraph 7.3, subject
data which is required to be delivered to ABX under this
Agreement shall be the property of ABX. ABX shall, upon request,
have the right to review all Subject Data first produced under
this Agreement which has not been delivered to ABX, except to the

extent that such Subject Data is subject to a claim of confidence

or privilege by a third party.

7.2 Proprietary Information. ABX shall place a Proprietary
notice on all information it delivers to XYZ under this Agreement
which it asserts is proprietary. XYZ agrees that any information
designated as proprietary which is furnished by ABX to XYZ under
this agreement, or in contemplation of this agreement, shall be
used by XYZ only for the purpose of carrying out this agreement.
Information designated as proprietary shall not be disclosed,
copied, reproduced or otherwise made available in any form

whatsoever to any other person, firm, corporation, partnership,
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association or other entity without the consent of ABX except as
such information may be subject to disclosure under the Freedom
of Information Act (5 U.S.C. 552). XYZ agrees to use its best
efforts to protect information designated as proprietary from
unauthorized disclosure. ABX agrees that XYZ is not liable for
the disclosure of information designated as proprietary which,
after notice to and consultation with ABX, XYZ determines may not

lawfully be withheld or which a court of competent jurisdiction

requires disclosed.

7.3 Release Restrictions. XYZ shall have the right to use all
Subject Data for any Governmental purpose, but shall not release
such Subject Data publicly except: (i) XYZ when reporting on
the results of sponsored research may publish Subject Data,
subject to the provisions of paragraph 7.4 below, and provided
ABX is given a ninety (90) day opportunity to review the
manuscript and provide suggestions before publication; and

(ii) XYZ may release such Subject Data where such release is
required pursuant to a request under the Freedom of Information
Act (5 U.S.C. Section 552); provided, however, that such data
shall not be released to the public if a patent application is to
be filed (35 U.S.C. Section 205) until the party having the right

to file has had a reasonable time to file.

7.4 Publication. XYZ and ABX agree to confer and consult prior

to the publication of Subject Data to assure that no Proprietary
Information is released and that patent rights are not

jeopardized. Prior to submitting a manuscript for review which
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contains the results of the research under this Agreement, or
prior to publication if no such review is made, each party shall
be offered an ample opportunity to review such proposed
publication and to file patent applications in a timely manner,

if it is so entitled under this Agreement.

Article 8. Representations and Warranties

8.1 Represeptations and Warranties of XYZ. XYZ hereby

represents and warrants to ABX as follows:

8.1.1 Qrganization. XYZ is a Federal laboratory of the X
Agency and is wholly owned {or leased} by the U.S. Government of
the United States whose substantial purpose is the performance of
research, development, or engineering by employees of said

Government;

8.1.2 niﬁgign. The performance of the activities specified

by this Agreement are consistent with the mission of XYZ.

8.1.3 Authority. 8.2.1 (1) All prior reviews and
approvals required by regulations or law have been obtained by
XYZ prior to the execution of this Agreement. The XYZ official

executing this Agreement has the requisite authority to do so.

8.1.4 Sstatutory Compliance. XYZ's Laboratory Director,
prior to entering into this Agreement, has given special
consideration to the entering into CRDAs with small business

firms and consortia involving small business firms.
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8.2 Representations and Warranties of ABX. ABX hereby

represents and warrants to XYZ as follows:

8.2.1 Corporate QOrganization. ABX, as of the date hereof,
is a corporation duly organized, validly existing and in good
standing under the laws of the State of {New York}, and (if
applicable) is a wholly owned subsidiary of Y, Inc., a Delaware

corporation.

8.2.2 Power and Authority. ABX has the requisite power and
authority to enter into this Agreement and to perform according

to the terms thereof.

8.2.3 Due Authorization. The Board of Directors and

stockholders of ABX have taken all actions required to be taken
by law, ABX's Certificate or Articles of Incorporation, its
bylaws or otherwise, to authorize the execution and delivery of

this Agreement.

8.2.4 No Violation. The execution and delivery of this
Agreement does not contravene any material provision of, or
constitute a material default under any material agreement
'binding on ABX or any valid order of any court, or any regulatory

agency or other body having authority to which ABX is subject.
Article 9. Termipation

9.1 Termipation by Mutual Consent. ABX and XYZ may elect to
terminate this Agreement, or portions thereof, at any time by

mutual consent. In such event the parties shall specify the
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disposition of all property, patents and other results of work
accomplished or in'progress, arising from or performed under this
Agreement. Upon a termination by mutual consent, XYZ shall not
make any new commitments and shall, to the extent feasible,
cancel all outstanding commitments that relate to this Agreement
or portions thereof mutually terminated, by the termination date,

or as soon thereafter as feasible.
9.2 Termination by Unilateral Action

9.2.1 Written Notice. Either party may unilaterally
terminate this entire Agreement at any time by giving the other
party written notice, not less than 30 days prior to the desired
termination date. 1If ABX unilaterally terminates this Agreement,
any exclusive license entered into by the parties shall be
simultaneously terminated unless the parties agree to retain such

exclusive license.

9.2.2 New Commitments. XYZ shall make no new commitments
after receipt of a written termination notice from ABX and shall,
to the extent feasible, cancel all outstanding commitments and

contracts by the termination date.

9.3 Termipation Costs. Within 90 days following termination of
this Agreement, XYZ shall submit a statement of all costs
incurred prior to the date of termination and for all termination
costs for removal of abandoned property. Any unspent funds
provided to XYZ by ABX shall be used to fund termination costs.

In the event such funds are insufficient to cover all the
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termination costs, ABX agrees to promptly meet with XYZ to reach
a settlement agreement regarding the payment of the remaining

termination costs.

Article 10. Disputes

10.1 Settlement. Any dispute arising under this Agreement which
is not disposed of by agreement of the { } shall be
submitted jointly to the signatories of this Agreement. A joint
decision of the signatories or their designees shall be the

disposition of such dispute.

10.2 If the signatories are unable to jointly receive a dispute
within a reasonable period of time after submission of the
dispute for resolutién, the matter shall be submitted to the head

of the agency or his designee for resolution.

10.3 Continuation of Work. Pending the resolution of any
dispute or claim pursuant to this Article, the parties agree that
performancé of all obligations shall be pursued diligently in

accordance with the direction of the XYZ signatory.

Article 11. Liability

11.1 Property. The U.S. Government shall not be responsible

for damages to any property of ABX provided to XYZ or acquired by

XYZ pursuant to this Agreement.

11.2 Sponsor's Employees. ABX agrees to idemnify and hold

harmless the U.S. Government for any loss, claim, damage, or

liability of any kind involving an employee of ABX arising in
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connection with this Agreement, except to the extent that such
loss, claim, damage or liability arises from the negligence of
XYZ or its employees. XYZ shall be solely responsible for the
payment of all claims for the loss of property, personal injury
or death, or otherwise afﬁsing out of any negligent act or

omission of its employees in connection with the performance of

work under this Agreement.

11.3 No Warranty. Except as specifically stated in Article 8,
XYZ makes no express or implied warranty as to any matter
whatsoever, including the conditions of the research or any
invention or product, whether tangible or intangible, made, or
developed under this Agreement, or the ownership,
merchantability, or fitness for a particular purpose of the

research or any invention or product.

11.4 Indemnjfication. ABX holds the U.S. Government harmless
and indemnifies the Government for all liabilities, demands,
damages, expenses and losses arising out of the use by ABX, or
any party acting on its behalf or under its authorization, of
XYZ's research and technical developments or out of any use, sale
or other disposition by ABX, or others acting on its behalf or
with its authorization, of products made by the use of XYZ's
technical developments. This provision shall survive termination

of this Agreement.

11.5 Force Majeure. Neither party shall be liable for any
unforeseeable event beyond its reasonable control not caused by

the fault or negligence of such party, which causes such party to
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be unable to perform its obligations under this Agreement (and
which it has been unable to overcome by the exercise of due
diligence), including, but not limited to, flood, drought,
earthquake, storm, fire, pestilence, lightning and other natural
catastrophes, epidemic, war, riot, civic disturbance or
disobedience, strikes, labor dispute, or failure, threat of
failure, or sabotage of the XYZ facilities, or any order or
injunction made by a court or public agency. 1In the event of the
occurrence of such a force majeure event, the party unable to
perform shall promptly notify the other party. It shall further
use its best efforts to resume performance as quickly as possible
and shall suspend performance only for such period of time as is

necessary as a result of the force majeure event.

Article 12. Miscellaneous

12.1 No Benefits. No member of, or delegate to the

United States Congress, or resident commissioner, shall be
admitted to any share or part of this Agreement, nor to any
benefit that may arise therefrom; but this provision shall not be
~construed to extend to this Agreement if made with a corporation

for its general benefit.

12.2 Governing Law. The construction validity, performance and
effect of this Agreement for all purposes shall be governed by

the laws applicable to the Government of the United States.

12.3 Epntire Agreement. This Agreement constitutes the entire

agreement between the parties concerning the subject matter
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hereof and supersedes any prior understanding or written or oral

agreement relative to said matter.

12.4 Headings. Titles and headings of the Sections and
Subsections of this Agreement are for the convenience of
references only and do not form a part of this Agreement and

shall in no way affect the interpretation thereof.

12.5 Waivers. None of the provisions of this Agreement shall
be considered waived by any party hereto unless such waiver is
given in writing to all other parties. The failure of any party
to insist upon strict performance of any of the terms and
conditions hereof, or failure or delay to exercise any rights
provided herein or by law, shall not be deemed a waiver of any

rights of any party hereto.

12.6 Severability. The illegality or invalidity of any
provisions of this Agreement shall not impair, affect or

invalidate the other provisions of this Agreement.

12.7 Anendments. If either party desires a modification in
this Agreement, the parties shall, upon reasonable notice of the
proposed modification by the party desiring the change, confer in
good faith to determine the desirability of such modification.
Such modification shall not be effective until a written
amendment is signed by all the parties hereto by their

representatives duly authorized to execute such amendment.

12.8 Assignment. Neither this Agreement nor any rights or

obligations of any party hereunder shall be assigned or otherwise
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transferred by either party without the prior written consent of
the other party except that ABX may assign this Agreement to the
successors or assignees of a substantial portion of ABX's

business interests to which this Agreement directly pertains.

12.9 Notices. All notices pertaining to or required by this
Agreement shall be in writing and shall be signed by an
authorized representative and shall be delivered by hand or sent
by certified mail, return receipt requested, with postage
prepaid, addressed as follows:
If to ABX: Mr.
Vice President
ABX Company, Inc.

New York, New York

If to XYZ: Dr. John Doe
Laboratory Director
XYZ Center
X Agency

Washington, D. C.

Any party may change such address by notice given to the

other party in the manner set forth above.

12.10 Independent Contractors. The relationship of the parties

to this Agreement is that of independent contractors and not as
agents of each other or as joint venturers or partners. XYZ
shall maintain sole and exclusive control over its personnel and

operations.
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12.11 Use of Name or Endorsements. (a) ABX shall not use the
name of the XYZ or X Agency on any product or service which is
directly or indirectly related to either this Agreement or any
patent license or assignment agreement which implements this
Agreement without the prior approval of XYZ. (b) By entering
into this Agreement XYZ does not directly or indirectly endorse
any product or service provided, or to be provided, by ABX, its
successors, assignees, or licensees. ABX shall not in any way
imply that this Agreement is an endorsement of any such product

or service.

Article 13. Duration of Agreement and Effective Date

13:1 It is mutually recognized that the development program,
cannot be rigidly defined in advance, and that the contemplated
time periods for completion of each phase are good faith
guidelines subject to adjustment by mutual agreement, to fit
circumstances as the development program proceeds. In no case
will this Agreement extend beyond , unless it is

revised in accordance with Article 12 of this Agreement.

The provisions of Article 6, shall survive the

termination of this Agreement.

13.2 Effective Date.

This Agreement shall enter into force as of the date of the

last signature of the parties.
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IN WITNESS WHEREOF, the Parties have caused this Agreement
to be executed by their duly authorized representatives as

follows:

For the Company:

- Date

For the U.S. Government

Date
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Appendix A

Statement of Work

DEPT OF COMMERCE/OFC OF FED TECH MGMT-DRAFT-11/4/87 Page 25

DEPT OF COMMERCE/OFC OF FED TECH MGMT-DRAFT-11/4/87 Page 25



(e \/ P+ e
f/ (NG ..ré 7
L/d 4"f7da/ 7

/ /;&!&ﬂ’ |
ﬁ/ér /O/é//&a—e L
/A/Qgéfc/fj /S {

(mee{ﬁ Hes(

L_/%f_ﬁ_l_é\{/‘ J 4(”/?

3‘ 7/5@2 -
et

| @”"WW o \% -



At mieseSARARAL S A ———— e

SHERIDAN NEIMARK
ROCER L. BROWDY

ANNE M. KORNBAU
NORMAN J. LATKER
NICK BROMER*

(*PA BAR ONLY)

OF COUNSEL

IVER P. COOPER

BROWDY anp NEIMARK, PLLC.
ATTORNEYS AT LAW
PATENT AND TRADEMARK CAUSES

SUITE 300
419 SEVENTH STREET, N. W.
WASHINGTON, D. C. 20004-2299

TELEPHONE (202)-628-597

TELEFAX CONTROL SHEET

TELECOPIER FACSIMILE
(202) 737-3528
(202) 393-1012

E-MAIL
BrwdyNmrk@nmaa.org

SENIOR COUNSEL

ALVIN BROWDY

PATENT AGENT

ALLEN C. YUN, PH.D.

SENT TO: /ﬂﬂ[ééf ;lé’l/t"n/f
DATE SENT: !0/2(’/75
SUBJECT : S £/

No. of pages (including this cover sheet) :

Sent by:

Remarks:

o~ (TFo.

/é/h £ plLCy

/f(é/c‘y

See /ﬁfb?.fﬂ 385 3 /Qit 67°A~f-eeJQL‘

Howeves 7 7%.vd

gov shodd newd edliie anti/o

bern o YIS 2ws A

Gwe me q co/f

Y

CONFIDENTIALITY NOTE

This confidential facsimile message is intended only for the individual entity named above, and may contain information
that is privileged and exempt from disclosure under applicable law. If you, the reader of this message, are not the intended
recipient, or the employee or agent resgonsible for delivering this message to the intended recipient, you are hereby notified that
you should not copy this facsimile or distribute it to anyone other than the intended recipient. In agdition, if you have received
this telecop{ in error, g)lcase immediately notify us by telephone or telefax and return the original message to us at the address.
above via the United States Postal Service. Finally, if it would not inconvenience you, we would appreciate it if you would first
refax this message to the intended recipient. Thank you.

If this transmission is not well received, please advise us at our
telecopier no. 202-737-3528 or by telex at 248633, or call our
voice telephone no. 202-628-5197.
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This confidential facsimile message is intended only for the individual entity named above, and may contain information
that is pnvileﬁed and exempt from disclosure under applicable law. If you, the reader of this message, are not the intended
recipient, or the employee or agent responsible for delivering this message to the intended recipient, you are hereby notified that

you should not copy this facsimile or distribute it to anyone other than the intended recipient. In addition, if you have received

this tele‘cop{ in error, please immediately notify us by telephone or telefax and return the original message to us at the address.
above via the United States Postal Service. Finally, if it would not inconvenience you, we would appreciate it if you would first
refax this message to the intended recipient. Thank you.

If this transmission is not well received, please advise us at our
telecopier no. 202-737-3528 or by telex at 248633, or call our
voice telephone no. 202-628-5197.
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SOCIETY OF UNIVERSITY PATENT ADMINISTRATORS

PRESIDENT

Mr. Ray Woodrow
Princeton University
P. O. Box 36
Princeton, N. J.
08540

PAST PRESIDENT
Dr. George H. Pickar
Patents & Lincensing

University of Miami

P. O. Box 249133
University Branch
Coral Gables, Fla.

33124

VICE PRESIDENT
EASTERN REGION

Mr. Lawrence Gilbert
Patent Administrator
Boston University

881 Commonwealth Avenue
Boston, Ma.

02215

VICE PRESIDENT
CENTRAL REGION
Dr. Ralph L. Davis
Patent Manager
Purdue Research Fdn.
West Lafayette, Ind.
47907

VICE PRESIDENT
WESTERN REGION
Mr. Clarence W. Martin
Director

Patent & Product Dev.
University of Utah

Salt Lake City, Utah
84112

SECRETARY-
TREASURER

Dr. Earl J. Freise
Assistant Director
Office of Research &
Sponsored Prpgrams
Northwestern Univ.
Evanston, Il

60201

January 6, 1978

The Honorable Gaylord Nelson
Chairman DHEW
Select Committee on Small Business '

United States Senate

Room 424 Russell Senate Office Building
Washington, D.C. 20510

JAN 171978

Dear Senator Nelson:

You ask the rhetorical question, "Are we going to
continue to lather and never shave?" with respect to
federal patent policy. Since you do not appear to be
concerned with UTILIZATION, which is the only important

‘end product of a research program, I will attempt to

answer your question within the confines of your assump-
tion that granting title to inventions to the contractor
by the government is a patent giveaway.

First, let me respond to the following quote from
Senator Long in the January 2, 1978 issue of Chemical
and Engineering News: "Inventions should belong to those

who pay to have them CREATED." [my capitalization] By
definition, an invention is something new and not pre-
viously known. How, then, does the government pay for

an invention (creation) that arises out of a federally
funded program. Answer: it doesn't. To illustrate, let's
look at the university sector, which is funded by the
federal government at an annual three billion dollar rate.
Such research is primarily basic; any invention which may
arise as a result thereof is a byproduct of such research,
and certainly not bargained for under the terms of the
grant. Moreover, such an invention is largely attributa-
ble to the personal creativity of the investigator and the
environment and research resources provided by the univer-
sity. 1In short, the government doesn't HAVE rights to

such an invention; rather, it has the ability to ACQUIRE
certain rights to inventions that arise out of such research.
Furthermore, by virtue of the U.S. patent laws, all rights
to such inventions initially vest in the patentee, who must
agree to assign his rights to either the university or the
government.

One should differentiate between the grant of a
contract - for, say, a missile system in which the contractor
has conceived an end product which the government seeks to

to such inventions initially vest in the patentee, who must
agree to assign his rights to either the university or the
government.

One should differentiate between the grant of a
contract - for, say, a missile system in which the contractor
has conceived an end product which the government seeks to
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procure and:-the grant of funds to study, for example, atherosclerosis,
out of which might come new methodology (creation) to treat and cure
the disease.

Finqﬂly, it cannot be overemphasized that the vast majority of
inventions conceived or reduced to practice in the university sector
are embryonic in nature. Consequently, they require substantial
investment of private risk capital to bring them to the marketplace.
Witholt the ability to grant appropriate rights to industry, univer-
sities, which are far better situated to interest industry in their
inventions than govermmental agencies, would be severely hampered in
their ability to grant licenses to companies willing to take the risks
necessary to introduce new products to the marketplace.

I submit that (1) there is no federal patent giveaway since the
government does NOT pay to have inventions created, and (2) retention
of rights by the government, at least with respect to research conducted
by universities and non-profits, will leave Americans with plenty of
lather but no blades. .

I would appreciate it if you would enter this letter as part of the
record of the hearings before your Subcommittee.

Very truly yours,

Lawrence Gilbert

LG:bfg
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The net effect, though, of large and mixed packages of aid is the expansion of States'
and localities' fiscal and program options.

grants can be altered fairly easily, especially in a situation whereby the recipient receives
2 large number of intergovernmental fiscal transfers, and has a number of independent
Tevenue sources, and provides a growing range of public services. The more frequently
-hese circumstances occur, the more control recipieats will have over the use of funds. In
addition, in such cases, the shift from categorical grants to block grants and GRS will have
.ess impact on recipient discretion than it does now, the report says.

Along the same lines, there is evidence that the purposes and conditions of categorical ( e

On the subject of sunset legislation, ACIR contends that "restructuring or system
controls" is impossible if people fail to recognize the importance of grant design, which
according to the report reveals "as much about the real purpose(s) of an assistance program
as the goals stated in the initial purpose 'section' (or title) to the enabling statute."” (A com-
Sination of these features has yielded a range of grants that can be reduced to six -- the four

o0 &/

Zorms of categoricals, the block grant, and GRS.)
) =

PATENTS: SHENEFI ,,
WILL CHA OLICY FOR R&D CONTRACTS e

Assistant Attorney General John H. Shenefield last week predicted that the Carter
Administration will oppose granting patent rights to firms making inventions under federal
contracts.

If Shenefield is correct, President Carter, who is said to be personally interested in AIVJ\
“=e subject, would be advocating a move from the current hodge-podge of agency regulations
1> a more uniform policy embodying the presumption that the Government would retain title.
Lr. Carter would thus be acting against the recommendations of the Commerce Department
zad his MNational Science Adviser.

_=""""Shenefield said "a struggle" isoccurring withinthe Administration about the patent
Qicy issue, and he told the Senate Small Business Monopolies Subcommittee: "I anticipate

11at our view OuW prevail. " e
TR
—

ommittee Chairman Gaylord Nelson (D-Wis) strongly urged Shenefield to play ™
ive role in the Administration's review of who should control patentable inventions \
=€sulting from Federally-funded research and development contracts. ''Show a little guts, "
2xhorted Nelson, who said recently that the Government "plays the Tooth Fairy, the Candy
*fan, and Guardian Angel to these giant corporations" by surrendering the rights to inven-
sions developed with $26 billion in federal grants.

Nelson's hearings are devoted to critics of present patent policies, which essentially
vary from agency to agency in the extent to which they permit contractors to retain patent
zitle or obtain-a waiver of title from the Government.

The hearings also come in the face of an industry-backed bill introduced by Rep. Ray
Thornton (D-Ark), HR 6249, on which hearings are now expected in March. Patent rights
would presumptively belong to contractors under Thornton's bill. Leading off the three days
2 hearings was Admiral Hyman G. Rickover, who has spoken to Mr. Carter about current
natent policy, according to Administration sources.

"In my opinion, " Rickover said December 19, "the rights to inventions developed at
aublic expense should be vested in the Government and made available for use by any U.S.
citizen, "

Taking the traditional Justice Department position, Shenefield said: "When the Gov-
ernment underwrites R&D risks, the Government=-that is the public-=-should be entitled to
the full rewards of any invention." Granting "nonexclusive, nondiscriminatory licenses to
qualified applicants" would result in maximum availability of the invention, he said.

Copyright © 1977 by THE BUREAU OF NATIONAL AFFAIRS, INC., Washington, D.C. 20037
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citizen. "

Taking the traditional Justice Department position, Shenefield said: "When the Gov-
ernment underwrites R&D risks, the Government=-that is the public-=-should be entitled to

the full rewards of any invention. " Granting "nonexclusive, nondiscriminatory licenses to
qualified applicants’ would result in maximum availability of the invention, he said.
Copyright © 1977 by THE BUREAU OF NATIONAL AFFAIRS, INC., Washington, D.C. 20037
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rust Division should be re-

' that the Antit et
Shenefield balked at Nelson 2 % Strilcsmfo:awaivers to determine whether competitict

quired to automatically review all applicatio

: ition reviews should be ccz=
Division head agreed competition | ive lead woris
might be adversely affected. The < | it o firm's competitive lea
dug.:ad, and said waivers should "certainly not be granted if a s thesuit G

ke wi
be enhanced, but he argued that autorsatic review might tax Division resources
quate benefit.
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For the most part, however, Shenefield and 1-\e.lson agreed in their analysis ol et

reforms are necessasya. Shenefield supported p?r}nlttmg p_re -walver1 fevietﬁi?yrgsstéﬁz 22

the Federal Trade Commission, advocated requiring agencies to. spe %u il 2 e

granting waivers, and urged allowing the Government to change its mind a Oll:: o nationa_"m'
they had been granted. Shenefield said he would oppose granting walvers ui 1

security were involved.

Shenefield said the "only discernible general effect." of giving such _1-1ghts to private
parties would be to "confer a substantial private benefit vs{lthout compensating public gm:
He continued: "There are no studies, statistics or experiences that have defno'nstrated ®|
our satisfaction the thesis that such allocation of rights w1'11. protect tt}e pubpc m:/'estme-_;; =
research and development by promoting the widespread u.tlhzafion of inventions., " Shenelie.:
said it is "very unlikely" that granting exclusive patect rights is necessary to encourage
commercial exploitation.

Despite his opposition to current policies, Shenefield said the Antitrust Divisior TC_as
not developing new legislative proposals. Likewise, an aide to Nelson would say only 'tl'.s.“
Nelson "might" propose legislation. (Text of the Shenefield statement appears in Sectioz _. .

In other testimony, the subcommittee heard from a Firestone Tire anq Rubber C-=-
pany patent lawyer and the patent counsel for SCM corporation concerning their adverse
experiences with patent rights granted by the Government to competitors.

Nelson said his subcommittee is commencing a two-year study of the subject, wiic>
will include later hearings for industry and patent bar representatives.

Rickover, speaking for himself, and not the Navy, recommended that "except in ex-
ceptional circumstances, " the Government be required to retain patent rights. Prior to
waiving the Government's right to a patent, according to Rickover, the Attorney Genera.
should be required to make a written determination that the waiver is required "to obtai-
performance of work essential to the mission of the agency and that granting the waiver ..
not adversely affect competition or small business. "

He also testified that all inventors should be required to certify on their patent a7 -
plications that the invention was developed under a government contract and duly reporteZ,
subject to criminal penalty for not reporting.

Rickover doubted that contractors would be less inclined to seek part of the $26 -1l ::

in Government-funded research and development if patent protection were eliminated., "".:z=

a ee i T

rights are not all that important to most firms, " according to Rickover, who said the Atz=_:
Energy Commission operated successfully for 25 years under a policy of retaining title ::
inventions under AEC contracts, 'Likewise, I have no trouble finding contractors even =t

—— -

they know they will not receive patent rights on my Nuclear Propulsion Program contrac:s, ~
he said.

Waiver requests in the energy field have increased dramatically, Rickover said,
pointing out that in fiscal 1975, the Energy Research and Development Administration re-
ceived two such requests, but in fiscal 1976, the number increased to 106, He predicte:
continued increases in waiver requests, pushed by the patent lobby.,
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they know they will not receive patent rights on my Nuclear Propulsion Program contrac:s,
he said,

Waiver requests in the energy field have increased dramatically, Rickover said,
pointing out that in fiscal 1975, the Energy Research and Development Administration re-
ceived two such requests, but in fiscal 1976, the number increased to 106, He predicte:
continued increases in waiver requests, pushed by the patent lobby,
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Testimony by Rep, John Seiberling (D-Ohio) concentrated on energy-related matters,
Seiberling called for mandatory licensing of all non-nuclear energy technology, and drew
attention to his bill (HR 7780) that would amend the Clayton Act to give a private cause of
action to any person who was unfairly denied a license to use energy technology upon the pay-
nient of a reasonable royalty,"” Seiberling also criticized major oil companies for spending
‘ittle of their own money on research and development contrasted with other industries.

Other Testimony

Senator Russell B. Long (D-La) blasted the patent legislation proposed by Rep. Thornton,
calling it "one of the most radical, far-reaching, and blatant giveaways that I have seen in the
many years that I have been a member of the United States Senate. "

Both Long and Federal Trade Commission Chairman Michael Pertschuk advocated that
zhe Government retain title to inventions discovered during the course of federally-funded re-
search and development contracts.

Long has for many years worked to attach the so- caUed Long amendment to many bills
o insure that no research would be conducted without making the resulting information freely
available to the general public.

The legislation Long attacked (HR 6249), which is supported by the Commerce Depart-
ment, generally would grant patent rights to contractors doing the federal research. Long
said the bill was "proposing to give away everything the Government has and get nothing for
i, "

Pertschuk echoed Long's arguments, concluding that "granting patent rights to Govern-
Tent (research and development) contractors often is not needed as an incentive for having
such research performed, and granting such rights to large firms who perform R&D for the
Sovernment would provide a windfall to those least in need of such help and might create
significant obstacles to competition with such firms, "

-0 -

EQUAL OPPORTUNITY EEOC PROPOSES GUIDELINES TO
PROTECT EMPLOYERS FROM "REVERSE BIAS"

EEOC issues proposed guidelines assuring employers that if they voluntarily take af-
Zirmative action steps to correct discrimination, then it won*f find them liable for charges of
‘reverse discrimination” against, for example, white males.

The intent of the guidelines, according to EEOC Chair Eleanor Holmes Norton, is to
create "a zone of reasonableness” within which employers can feel safe in going ahead with af-
firmative action plans to hire and promote more blacks and women., Without such guidelines,
she stressed, "reverse discrimination” cases will have a "chilling effect on future efforts by
2mployers to take voluntary action, " '

The guidelines, approved by the agency's commissioners December 20, would apply to
‘zderal, state and local government employers and to private employers throughout the country.
The public has until March 1, 1978 to comment on them before they become final. They soon
«~ill be published in the FEDERAL REGISTER.

In a statement, Norton explained:

"The guidelines make clear that employers have an obligation to comply with the law
voluntarily without waiting for any government agency to commence enforcemerit action
<. Employers who do comply with the law voluntarily will be protected to the greatest
extent possible from liability by those who may oppose or misconstrue such action,
Specifically, EEOC will find no violation if an employer conducts a self-analysis which in-
dicates that he has 'a reasonable basis for concluding' that he may be held in violation of
Title VII and then takes voluntary ‘action reasonably calculated' to avoid that risk, "
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