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STANFORD UNIVERSITY

OFFICE OF TECHNOLOGY LICENSING

350 Cambridge Avenue, Suite 250
Palo Alee, California 94306
{

{418) 723-0651
Telex; 348402 STANFRD STNU
Faaaimile, (415) 327.1521 5

January 13, 1988

Mr. Josaph Allen
Acting Director, Faderal Technology

Management Policy Division
office of Productivity,

Technology and Innovation
Dapartment of Commercae

Room H4817
washington, DC 20230

Exceptional Circumstance Detaraminations

Ra:
Under Public Law 56-517

Desar Mr. Allen:

With limited exception, PL 96-517 provides that a nenprofit
contractor mesting certain criteria will have first option to
title in inventions developed under govarnment agency support in
order that the contractor can saek t¢ hava the technology T
devaloped for public use and benaefit. The law also provides that

on s case by case basis, an agency may declara a specific
invention as an "sxceptional circumstance” ¢ase, wherein the
contractor may not elect titls. Such case by case sxceptional
circunstance uses ara reviewed by the Department ¢f Commercs.

We nov have a situation whers a government ng-na{ is requiring
that va agrae in advanca to a broad category of tachnology that
will be considered to be exceptional circumstances to be treated
on a class rather than a case by case basis., This advance
classgification of such a broad category of technologies apgoars
to neutralige the appliocation of PL 96-517 and be counter £o the

intent of Congress.

Can you please give us an opinion of the Department of Commerca

regarding this agency’s :ractice insofar as the spirit and the

latter of PL 96-517, as well asm PL 58=6207 As we r=z undar a

graat deal of pressure to continue funding of a ma,sr contraot,
s

could ve please hear from you as soon as reasonably
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Mr. Joseph Allen
January 12, 1988
Page Two

The fialds that tha agency specifies as exceptional ciroumstances
are “uranian enrichment technology, the sterage and disposal of
aivilian high=level nuoclear waste and sgcnt fuel technology, and
thesa national security technologies which are classified, or
sansitive, under Section 148 of the Atomi¢ Energy Aot (42U8C2168)
or control pursuant to fedaral export regulations as stipulated
in DOD Directive 5230.25." This nconci also "reservas the right
te unlilaterily amend this contract to ldentify any new technical
fields which may be datermined to bs exceptional circumstances
purduant to JI3USC202 (a) (i1).n

Very truly yours,
Niele Reinmars
Directoer

NITR:Xkla
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Form CD-183 U.S. DEPARTMENT OF COMMERCE
(REV2-80)
FORMERL + SEC-3%

ABSTRACT OF SECRETARIAL CORRESPONDENCE

TO:|X | The Secretarv # | The Deputy Secretary NOV-2 5-HiT-—
. : Dace:  HOV 2 1 1GE

From: Under Secretary for Economic Affairs ;zz>
Prepared by: Morman J. Latker/EA/OPTI/377-0659
SUBJECT Implementation of the Federal Technology

Transfer Act
STATEMENT QF THE ISSUE

What steps should the Department take to implement the
Federal Technology Transfer Act of 19867?

ANALYSIS

On October 20, the President signed the Federal Technology
Transfer Act of 1986 (P.L. 99-502), which amends the Stevenson-
Wydler Act (P. L. 96-480). Commerce supported this Act as
priority legislation. It builds on fundamental principles the
Department developed for managing technology produced with
Federal funding. The principles, which we have embodied in two
previous laws and the President's Patent Policy Memorandum,
give universities and businesses control of their technology
and strong incentives to promote its commercial application.
This Act finally extends these principles to Government-
operated laboratories and, if implemented properly, can give
U.S. industry practical access to nearly all unclassified
technology the Government funds or produces in the laboratories.

Among the amendments are provisions that promote technology
transfers by permitting agencies to authorize Government-
operated laboratories to enter into cooperative research and
development arrangements or licensing agreements with the
private sector, subject to statutory or agency imposed
conditions. The amendments also provide needed incentives

Control No. N 65 P TO | D Malcolm Baldrige
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to encourage laboratories and their scientists to examine how
the results of projects funded to meet Federal needs might be
adapted to commercial uses. It does this by permitting the

laboratories to accept resources from the private sector under
cooperative arrangements and by assuring laboratory scientists
a percentage of the royalties resulting from their inventions.

From its beginning, the Administration has been striving to
increase American innovation by decentralizing the management
of technology coming out of Federally supported programs.

The Adnministration's policy is widely supported in the private
sector. It is viewed by state and local governments as a
centerpiece of local economic development. In order to take
full advantage of this unique opportunity to broaden the U. S.
technology base, the department must now move forcefully to
implement the President's policy.

Within the Department of Commerce the technology transfer
function contained in this new Act are the programmatic
responsibility of the Under Secretary for Economic Affairs.
Accordingly, as a first step in implementing the Technology
Transfer Act of 1986, the additional agency level and
Government-wide coordinating authorities vested in you by
these new amendments to the Stevenson-Wydler Act should be
delegated to the Under Secretary for Economic Affairs.

When this delegation has been made, we will create a DoC
committee to implement the Technology Transfer Act of 1986,
of all interested Departmental units in order to expedite
implementation within the Department. The committee would
undertake as a primary task the further delegation of the
cooperative arrangement and licensing authorities to
Commerce laboratories under appropriate conditions.

Lo

I recommend that you delegate the authorities and responsi-
bilities given you under these new amendments to the
Stevenson-Wydler Act to the Under Secretary for Economic
Affairs. (Attached at tab A is a summary of the authorities
to be delegated to the Under Secretary for Economic Affairs.
Also attached at tab B is a copy of Public Law 99-502, with
the new authorities to be delegated underlined in red). If
you agree with this proposed delegation, we will coordinate
with the Assistant Secretary for Administration to amend the
appropriate Departmental Orders. '

-

Approve__ﬂé____ Disapprove_________ Let's Discuss
DEC 10 1986

- ™~
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2. I recommend your approval of the establishment by the
Under Secretary for Economic Affairs of a DoC committee
to implement the Technology Transfer Act of 1335.

/

Approve Disapprove____________ Let's Discuss

DEC 13 1986



COORDINATING AUTHORITIES CREATED BY P, L. 99-502

I. Governrent-wide Coordinating Authority Assigned to the
Commerce Department by P. L. 99-502 ;

Section

The Secretary, in consultation with other Federal

agencies, may--
(A) make available to interested agencies the
expertise of the Departrent of Commerce regarding
the cormercical potential of inventions and
methods and options for commercialization which
are available to the Federal laboratories,
including research and development limrited
partnerships;

(B) develop and disseminate to appropriate agency
and laboratory personnel model provisions for use
on a voluntary basis in cooperative research and
developmrent arrangements; and

(C) furnish advice and assistance, upon request, to
Federal agencies concerning their cooperative
research and developrent programs and projects.

Section 10(g) (2) '
Two years after the date of the enactment of this
subsection and every two years thereafter, the
Secretary shall submit a summary report to the
President and the Congress on the use by the agencies
and the Secretary of the authorities specified in the
Act... ’

Section ‘

Not later than one year after the date of the enactment
of the Federal Technology Transfer Act of 1986, the
Secretary shall submrit to the President and the
Congress a report regarding--

(A) any copyright provisions or other types of

. barriers which tend to restrict or limit the transfer
of federally funded corputer software to the private
sector and to State and local governments, and agencies
of such State and local governrents; and

(B) the feasibility and cost of compiling and
raintaining a current and comprehensive inventory
of all federally funded training software.




II. Agency-level Coordinating Activities Created by P. L. 99-502
A, Cooperative Agreements

Each Federal agency ray permit the director of any

of its Government-operated Federal laboratories--
(1) to enter into cooperative research and
development agreerents on behalf of such
agency (subject to subsection (c) of this
section)..., and

(2) to negotiate licensing agreements...

Section l1ll(c) (1)
A federal agency may issue regulations on suitable
procedures for implementing the provisions of this
section...

Section 1l1(c)(3)(A)
Any agency using the authority given it under
subsection (a) shall review employee standards of-
conduct for resolving potential conflicts of
interest...

Section 11(c)(3)(B)
If...an agency is unable to resolve potential
conflicts of interest within its current
statutory framework, it shall propose necessary
statutory changes to be forwarded to its
authorizing comrittees in Congress.

Section 11(c) (5) (A) .

- If the head of the agency...desires an opportunity

to disapprove or require the modification of any
such agreement, the agreerent shall provide a 30-
day period within which such action must be
taken beginning on the date the agreerent is
presented to him or her by the head of the
laboratory concerned.

Section l1l(c) (5) (B)
In any case in which the head of an agency...
disapproves or requires the modification of an
agreement..., the head of the agency...shall
transrit a written explanation of such disapproval
or modification to the head of the laboratory
concerned.
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B. Awards Program

Section 12 . .
The head of each Federal agency that is making

expenditures at a rate of more than $50,000,000
per fiscal year for research and development in
its Government-operated laboratories
shall...develop and irplement a cash awards
programr to reward its scientific, engineering, and
technical personnel for--
(1) inventions, innovations, or other
outstanding scientific or technological
contributions of value to the United States
due to commercial applications or due to
contributions to missions of the Federal
agency or the Federal Government, or

(2) exemplary activities that promote the
dorestic transfer of science and technology
developrent within the Federal Government and
result in utilization of such science and
technology by American industry or business,
universities, State or local governments, or
other non-Federal parties.

C. Distribution of Royalty Income

Section 13(a) (1)

Except as provided in paragraphs (2) and (4), any

royalties...received by a Federal agency from the

licensing or assignment of inventions...shall be

disposed of as follows:,
(A) (i) The head of the agency...shall pay at
least 15 percent of the royalties...to the
inventor....This clause shall take effect on
the date of the enactment of this section
unless the agency publishes a notice in the
Federal Register within 90 days of such date
indicating its election to file a Notice of
Proposed Rulemraking pursuant to clause (ii).

(A) (ii) An agency may promulgate...
regulations providing for an alternative
prograr for sharing royalties with
inventors...



Section 13(a) (1) (A) (4ii)

Any agency that has published its intention to
promulgate regulations under clause (ii) may elect
not to pay inventors under clause (i) until the
expiration of two years after the date of the
enactment of this Act or until the date of the
prorulgation of such regulations, whichever is
earlier, If an agency makes such an election and
after two years the regulations have not been
promulgated, the agency shall make payments (in
accordance with clause (i)) of at least 15 percent
of the royalties involved, retroactive to the date
of the enactment of this Act. If promulgation of
the regulations occurs within two years after the
date of the enactwent of this Act, payments shall
be made in accordance with such regulations,
retroactive to the date of the enactment of this
Act. The agency shall retain its royalties until
the inventor's portion is paid under either clause
(i) or (ii)...

Section 13(a) (1) (B)

The balance of the royalties...shall be
transferred by the agency to its Government-
operated laboratories, with the majority share of
the royalties... going to the laboratory where the
invention occurred...

Section
I1f, after payments to inventors under paragraph
(1), the royalties received by an agency in any
fiscal year exceed 5 percent of the budget of the
Government-operated laboratories of the agency for
that year, 75 percent of such excess shall be paid
to the Treasury of the United States and the
reraining 25 percent may be used or obligated for
the purposes described in...paragraph (1) (B)
during that fiscal year or the succeeding fiscal
year. Any funds not so used or obligated shall
be paid into the Treasury of the United States.

Section

A Federal agency receiving royalties,..as a
result of invention management services performed
for another Federal agency or laboratory...shall
retain such royalties...to the extent required to
offset the payrent of royalties to inventors
under...paragraph 1(A), costs and expenses
incurred under clause (i) of paragraph (1) (B), and
the cost of foreign patenting....All
royalties...reraining after payment of...
royalties, costs, and expenses... shall be
transferred to the agency for which the services
were performed...
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D. Record Keeping

Each agency shall maintain a record of all
agreements entered into under this section.

Section 13(c) (1)
In making their annual budget submissions Federal
agencies shall submrit...sumraries of the amount of
royalties...received and expenditures made...
under this section.

E. Federal Laboratory Consortium

Section 10(e) (1) )

There is hereby established the Federal Laboratory
Consortium for Technology Transfer...which, in

1 cooperation with Federal laboratories and the

: private sector, shall--

i (E) utilize...the expertise and services

: of...the Departrent of Comrerce...,as

3 necessary.

Section l1l0(e)(2)

...The representatives to the Consortium shall
include...a representative appointed from each
Federal agency with one or more member
laboratories,

The heads of Federal agencies,..ray provide such
additional support for operations of the
Consortium as they deem appropriate.

M smm—asmsaanaE



. | UNITED STATES DRPARTMENT OF OC
\ / Assooclate Linder Secratary for
a Economic Affairs
Washington, 0.C. 20230

(202)277-3708

’8‘”M’EB8

Mr. Niels Reimers

Director, Office of Technology
Licensing

350 Cambridge Avenue, Suite 250

Palo Alto, California 94306

Dear Mr. Reimers:

Thank you for your January 12 letter regarding exceptional
circumstance determinations under P, L. 96-517 as amended by

2.L. 58-620. As you clearly pointed out in your letter it is the
int ion of the Congress and the Administration that the

ional circumstance clauses of the law be used only when
apsclutely necessary to "better promote the policy and
obiectives™ of the law.

There are four instances when an agency may take title to an
nvention under the Act:

o When the contractor is not located in the U.S. or has
a place of business here and is subject to the control
of a foreign government;

in exceptional c¢ircumstances when the agency can
demonstrate that by taking title it will "better
promote the policy and objectives of this chapter®;

L%

o when it is determined that the ownership is necessary
to protect the security of foreign or counter
intelligence activities; or

If the funding agreement involves a Department of
Energy Government-owned, contractor-operated (GOCO)
laboratory primarily dedicated to naval nuclear
propulsion or weapons related programs.

)

If the situation in which you are involved falls under the second
category of exceptional circumstance, the agency must assume a
significant burden of proof outlined in this Department's
implementing regulations 37 CFR Part 401.3e and Section 202 of
Title 35, United States Code. The Department of Commerce also
has a recle in reviewing agency determinations to ensure they are
consistent to the policy and objectives of this Chapter.
Contractors have the right to appeal for an administrative review
of such determinations which are outlined in 37 CFR Part 401.4.
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I am quite troubled to learn that agencies are attempting to
place broad categories of technologies under exceptional
circumstance provisions. While I cannot make a judgment on the
contract in which you are now invelved, the Department has been
informed that other universities are being asked to accept
eimilar provisions. The Department of Commerce, as a result of a
reguest to the Secretary by Senator Domenici and Congressman
B —fﬁaﬁte, is now reviewing a number of these contracts. The

f exceptional circumstance was intended to be just that -~
-';Lnal Public Law 96-517 as amended, and the President's
tive Order 12551 is the centerplece of the Administration's
ology transfer policy. Tf contractors are asked to accept
categories of technclogies as falling under the exceptional
ance provisions as a condition for government grants and

contracts, there is a potential to undo the impact of these
policies.

'.Ln

S sta

I appreclate your contacting my office, and hope you will keep us
advised as to the outcome,

JoAeph Allen
ng Director, Office of
ederal Technology Management
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gERT Bv:&TAN, TECH, LICENSING | 1-12-88  21468M 4153271921 2023770432:4 |

STANFORD UNIVERSITY

onx:omrunofmuaaﬁzzrms
lmm vanus, 34 -
Pale Alw, Callfornia 94306 !

(415) 723-0881
Talam: 340402 STANTRD $TNU

Facinile: (419) 327-1521

January 12, 19068

Xr. Joe Allen
Acting Director, Pederal Technology
Management Policy Divigion
office of Productivity,
Teachnology and Innevation
Dapartment of Commerce
Rocm H4817
Washington, DC 20330

Re: Exceptional Circumstance Detarminations
Under Puhlic Lav 96¢-8517

Dear N¥. Allen:

¥with limiced exception, PL 96-3517 providas that & nanprofitc
contractor meating certain criteria will hava Zirst option te
title in inventions devaloped undar government agency suppert in
ordeyr that the contrastor aan seek to have thée technol

developed for public use and denafit. The law also provides that
on 4 4ase by case basis, an agency may declars a spesific
invantion as an 'oxeaptional eircunstance” case, vharein the
eentrachor may net slect title., #uch case by case siceptional
sirsunstance uses are reviewved by the Deparcment ¢f Commerces.

¥e now have a situation where a government a a8 zeQuiring

at ve agrae in advance to a bhroad category of tachnelogy that
will ha considered to be excapticonal circumstances to be treated
on & ¢lass rather than & cass by case basia. This advance
classification of such a broad-catagory of technclogies ng.ltl‘ |
£o neutralise the application ef PL 96-8517 and be counter %o the
intent of Congreess.

can you pleasa give us an opinien of the Dapartzent of Cemnerce
rogarding this agancy'n practice insofar as the aspirit and the
lattar of PL 96€-317, zs vell as PL 98=6307 AS va are undar a
grazt deal of pressure to continue funding of a major contract,
2euld va pleaas hear £ron you 48 800N &8 18 reasonably
convenient,
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| aoac!h Allen
January 132, 1948
Page TWO

Tha f£ialds that tha agency specifias as excaptional circumstances
&rs "uranian enriahment technology, the sSerage and disposal of
givilian high~level nuclesar vaste and nt fuel technology, and
those national security tachnologies ch are classified, or
sensitive, under fection 148 of Atomic Energy Aot (42U8C2168)
or Gontrel pursuant to fadaral export regulatiens as stipulated
in 0OD Directive 5230.28." This aqonc¥ alao "reserves the right
€6 unilaterily smend this contract to identify any nevw technical

fislds which aay be datarnined to be axceptional circumstances
puisuant toe JSUSCa02 (a) (i1)."

Very truly yours, y
Niels Reinars
Directer

NTRtR1a
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. . | UNITED STATES DEPARTMENT OF COMMERCE
\% j Assoolats Linder Sscretary for
e Boonomio Affairs
T Washington, O.C. 20230

 DRAFT

Mr. Niels Reimers, Director
Office of Technology Licensing
350 Cambridge Avenue, Suite 250
Palo Altc, California 94306

Dear Mr. Reimers:

Thank you for your January 12th letter regarding exceptional

circumsetances determinations under Public Law 96-517 as amended
Public Law 98-620. You correctly point out that generally
rofit contractors have "first option" to title in inventions

veloped under government funding.

~y

However, the Department 6f Energy (DoE) has in accordance with 35
.C, 202(b) (1) made a Determination of Exceptional Circumstances
in three technology areas:

1. Storage and disposal of civilian high-level nuclear waste and
spent fuel;

2, YUranium enrichment programs; and

lassified technology and unclassified but sensitive
ology under Section 148 of the Atomics Energy Act of

, as amended, or DoD Directive 5230.25.

£
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ongress, in enacting Sections 202(b) (4) and 203(2) of Title
U.5.C. has provided a contractor with a right to appeal when

...it believes that a determination is contrary to the policies
and cobjectives of this Chapter [18] or constitutes an abuse of
discretion by the agency...."

Section 203(2) along with this Department's regulations (37 CFR
Part 401) at Section 4€1.4 (attached) provide you with the
right to an administrative review of a determination made by an
agency under 35 U,8,C, 202,

e A ekl
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The appeal should be made to the head of the Agency (DoE) or
his/her designee for a decision., If the decision is unfavorable,
the ccontractor may file a petition within 60 days after the
decis

I hope this information is helpful.

Sincerely,

Joseph Allen



REDUCING THE COST OF AGENCY PATENT OPERATIONS

1. ISSUE

~What can be done to reduce the patent costs of the agquies?
2.  DISCUSSION
The Federal Government obtains about 1000 U. S. patents a year, or
about 1% of all issued. Three agencies, DOD, NASA, and Energy obtain
most of these patents. There are opportunities for significant cost
reduction in these three agencies that would also lead to increased ~
commercial use of Federally developed technology to benefit the economy.

The principle costs are for:

a. vStaff, patent attorneys, and support. While most departments
have from one to three patent attorneys, these three agencies
together employ about 200.

b. Patent Office charges for filing and maintaining active patents.
These have recently been increased to $3200 for full coverage to
support the Patent Office through user fees.

s quments to private sector patent attorneys to supplement agency
staff.

3. RECOMMENDATIONS

Each of the following recommendations will reduce the costs of
Government patent operations while protecting the Government's right to
use inventions it has funded.

a. Allow nonprofit organizationé that are contract operators of

Government laboratories to own inventions. P. L. 96-517 and OMB

Circular A-124 require agencies to allow small business and



P

nonprofit organizations to own inventions. An exception is
provided that allows agencies to own inventions made in GOCOs.
Energy in particular, has insisted on owning inventions that come
from its National labs. This practice was cited in~a recent -
Energy Research Advisory Board report as reducing the benefits
that come from the labs, many of which are operated by
universities or other nonprofits. Each agency has éuthority to
allow nonprofit GOCO operators to own inventions. In Energy's
case, this would significantly reduce agency pa£ent costs, while
leaving inventions with the organizations best positioned to

exploit them.

Reverse NASA and Energy statutes that require Government ownership

of contractor inventions unless waivers are granted. Although the

Government is moving towafd contractor ownership of inventions, ‘the
Statutes of Energy and NASA réquire Government ownership as a
normal mode; Reversing these laws would remove the need for
case-by-case determinations and the attendant staff requirements.

Implement the President's Patent Policy Memorandum through a single

patent ownership clause based gg_A-]24 to be used with all R&D

contractors. The PreSident'S(Memorandum of February 18, 1983
requires agencies to allow all R&D contractors to own inventions
under the same or substantially the same policy as P. L. 96-517
extends to small business and nonprofit organizations. Information
from several agencies and universities indicates that the number

of inventions reported has increased as a direct result of A-124

in spite of lTower R&D funding. If the standard A-124 clause were

extended to all contractors through the Federal Acquisition



.

Regulation, there would be a substantial reduction in complexity
and patent staffs of all three agencies. The draft FAR patent
part, which was finally withdrawn at the direction of the Vice
President, was drafted by patent attorneys from DOX, NASA, and ™~
Energy. It went in the opposite direction by requiring increased
complexity and patent attorney invojvement. |

d. Support legislation for"statutory invention disclosures.” Some

inventions come from Federal employees working in Government
labs. S.1538 would provide a low cost technique for protecting_
the Government's interest in employee inventions that have little
commercial potential. This Bill has good chances of passage and
should be supported by the Administration.

e.' Apply A-76 to routine patent attorney functions such as filing

applications. Rather than maintaining highly paid patent attorneys

to perform routine operations such as filing patent applications,
there would be savings from calling on private sector attorneys
as needed.

4. IMPACT

These recommendations will lead to:

a. Significant tangible reductions in the cost of DOD, NASA, and
Energy patent operations.

b. Improved relations with all R&D contractors that are not now
operating under A-124. This can mean lower procurement costs
since more firms will be interested in contracts that give them

clear, hassle-free title to inventions.
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c. Greater commercial use of Government-funded technology to create
new products, jobs, and perhaps industries.

Outside of the patent staffs of DOD, NASA, and Energy, “there is wide

agreement among the other agencies, the private sector, and Presidential

advisory committees with these recommendations and the results they will

achieve.



Department of Energy
Patent Operations Costs

Current Costs: How many patent attorneys does DOE employ? Indicate
the FY 83 patent related costs for Federal staff, Pateat Office --
charges,outside patent attorneys, GOCO patent attorneys and other.

Patents: In FY 83, how many invention reports were received, how
many patent applications were filed and how many patents were
received? Please break out these numbers by invention source; e.g.
Federal employees, nonprofit GOCO operators, small business and
nonprofit organizations (A-124) and other contractors. How many of
these applications were filed for procurement protection and how
many for technology transfer. How many patents were licensed for
commercial use under exclusive licenses in FY 837

GOCOs: What cost reduction could be achieved if the nonprofit
operators of Government-owned labs were allowed to own inventions
on the same terms as all other nonprofit organizations are treated
under OMB Circular No. A-124? Include costs of ownership waiver
processing and contractor surveillance.

Other Contractors: What further reductions could be achieved if
this same A-124 policy and clause were extended to all R&D
contractors? Include costs of contractor surveillance. If there
are-legal or other constraints preventing use of A-124 for all
contractors, what can the agency do to remove them?

OMB Circular No. A-76: Which elements of the patent function are
scheduled for review in accordance with A-767

avAa lamal mwe =db oan o -2



NASA
Patent Operations Costs

Current Costs: How many patent attorneys does NASA employ? Indicate
the FY 83 patent related costs for staff, Patent Officg charges, _.
outside patent attorneys, and other.

Patents: In FY 83, how many invention reports were received, how
many patent applications were filed and how many patents were
received? Please break out these numbers by invention source; e.g.
Federal employees, nonproft GOCO operators, small business and
nonprofit organizations (A-124), and other contractors. How many
of these applications were filed for procurement protection and
how many for technology transfer? How many patents. were licensed
for commercial use under exclusive licenses in FY 837 )
Contractor patents: What cost.reductions could be achieved if the
patent policies and clause of A-124 were extended to all R&D
contractors? Include costs of contractor surveillance. If there
are legal or other constraints preventing use of A-124 for all
contractors, what can the agency do to remove them?

OMB Circular No. A-76: Which elements of the patent function are
scheduled for review in accordance with A-767




Department of Defense
Patent Operations Costs

Current costs: How many patent attorneys do DOD and the three
services employ? Indicate the FY 83 patent related costs for staff,
Patent Office charges, outside patent attorneys, and other. -

Patents: In FY 83, for each service, how many invention reports were
received, how many applications were filed, and how many patents were
received? Please break out these numbers by invention source; e.g.
Federal employees, nonproft GOCO operators, small business and
nonprofit organizations (A-124), and other contractors. How many of
these applications were filed for procurement protection and how
many for technology transfer? How many patents were licensed for
commercial use under exclusive licenses in FY 837

Size of service patent staffs: Why is there such a difference in
the size of the three services' staffs in relation to their R&D
budgets?

Contractor patents: What cost reductions could be achieved (by
service) if the patent policies and clause of A-124 were extended
to all R&D contractors? Include costs of contractor surveillance.
If there are any legal or other constraints preventing use of A-124
for all contractors, what can the agency do to remove them?

Federal employee inventions: What savings can be expected through
use of "statutory invention disclosures" as would be authorized in
$.1538? Include staff and filing charge reductions.

OMB Circular No. A-76: Which elements of the patent function are
scheduled for review in accordance with A-76?
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unnecessary duplication of special service functions; and to authorize all depart-
ments and agencies of the executive branch of the Federal Government which do
not have such authority to provide reimbursable specialized or technical services
to State and local governments.

The provision of technical expertise to State and local govern-
ments under this act rests on the assumption that these goods and
services cannot be furnished through ordinary business channels.
As stated in Title III, Sec. 302:

. . . such services shall include only those which the Director of the Bureau
of the Budget [now the Officc of Management and Budget] through rules and regula-
tions cetermines Federal departments and agencies have special competence to
provide. Such rules and regulations shall be consistent with and in furtherance of
the Government’s policy of relying on the private enterprise system to provide
those services which are reasonably and expeditiously available through ordinary
business channels. .

Legislative History

January 26, 1967—S. 698 introduced (Government Operations).

July 2, 1968—Senate report: 1456 to accompany S. 698.

July 23, 1968—Companion bill: H.R. 18826, introduced (Govern-
ment Operations).

July 29, 1968—S. 698 passed Senate after adoption of committee
amendments.

August 2, 1968—House report: 1845 to accompany H.R. 18826.

September 15, 1968—S. 698 passed House amended in lieu of
H.R. 18826.

October 1, 1968—House agreed to conference report.

October 4, 1968—Senate agreed to conference report.

October 16, 1968—Measure signed into law by the President.

Military Procurement Authorization Act of 1969/Public Law 91-121
(S. 2646) November 19, 1969

Military Procurement Authorization Act of 1970/Public Law 91-441
(H.R. 17123) October ?, 1970

Description.—Title II, Section 203 of the Military Procurement Act
of 1969 authorizing funding for the Department of Defense, provides:

None of the funds authorized to be appropriated by the act may be used to
carry out any research project or study unless such project or study has a direct
and npparent relationship to a specific military function or operation.

Title II, Section 204 of the Military Procurement Authorization
Act of 1970 contained similar but not identical language: .

None of the funds authorized to be appropriated to the Department of Defense
by this or any pther act may be used to finance any research project or study
unless such project has, in the opinion of the Secretary of Defense, a potential
relationship to a military function or operation.

Implications.—The Department of Defense, which is responsible for
approximately hall the Federal R&D budget, asserts that it is
constrained in the application of DOD technology to meet State and
Jocal needs by the provisions ol Public Law 91-121, later modified
by Public Law 91-441. However, the history of the two bills indicates
that the intention of Congress was not to entirely restrict non-defense
oriented research and development activities in military laboratories."?
After Public Law 91-121 was enacted, the Department of Defense
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terminated various projects which did ‘not appear to have ‘“a direct
and apparent relationship” to a military operation. The latter bill
modified the restriction, limiting the funding of projects to those de-
termined by the Secretary of Defense to have a ‘“‘potential relation-
ship’” to the defense endeavor.

The general interpretation of the legislation and the discussion
concerning the modification of the original language of the restriction
is that technology transfer efforts are valid provided they do not
interfere with the primary mission activities of the Department of
Defense and provided they are furnished on a cost-reimbursable basis.
These endeavors are viewed as salient to the support of Government
and thus strengthen our national defense. The practical guideline
which has been followed in the past few years is that spending for
nondefense-specific research and development by DOD be limited to
3 percent of the total funds.

Uncertainty has surrounded the issue of whether the so-called
Mansfield Amendment to the Military Procurement Authorization
Act continues to be valid. This question was addressed in a report
written by David R. Siddall, Legislative Attorney, American Law
Division, of the Congressional Research Service, dated March 16,
1978, which is included verbatim:

VALIDITY OF PUBLIC LAW 01—441 SECTION 204, THE MODIFIED ‘'‘MANSFIELD
AMENDMENT"

In 1969 Senator Mansfield proposed and the Congress passed an amendment
to the military procurement authorization law for fiscal year 1970 which pro-
hibited funds authorized by that act from being used to carry out research projects
or studies not having “a direct and apparent relationship to a specific military
function or operation.’” Public Law 91-121, § 204, 83 Stat. 206.

In 1970 the authorization bill for 1971 (H.R. 17123) was passed by the House
without any similar amendment being included. The Senate Armed Services
Committee recommended that the provision be included in the bill without change
“in order to provide the same restrictions on research and development funds for
fiscal year 1971."” Senate Rfﬂ)ort 91-1016 at pp. 99-100. On the Senate floor, this
Committee amendment to H.R. 17123 was considered as part of an amendment
proposed by Senator McInt,gre to ndd a section expressing the sense of Congress
that funds for the National Science Foundation should be increased. 116 Congres-
sional Record 30367. The Amendment unanimously passed the Senate, H.R. 17123
therefore went to confercnce containing a Senate-passed section 204 with language
identical to the Mansfield Amendment, which was section 203 of theimmediately
preceding military procurement authorization act (Public Law 91-121).

In Conference the language of the Senate-passed section 204 was modified
from the original provision requiring ‘‘a direct and apparent relationship to a
specific military function or operatian’ to a requirement that the Sccretary of

efense determine the existence of ‘‘a potentinl relationship to a military function
or operation.” A second change to the section altered the language so that instead
of the provision applying ‘‘to funds authorized to be appropriated by this Act,”
the provision was made applicable to “funds authorized to be appropriated to the
Department of Defense by this or any other Act” (emphasis added). The question
presented is whether this second change, providing for the section to be applicable
to “any other’’ act, is permanent law applicable to all subsequent Defense De-
partment funds for research projects and studies.

The original version which the Senate placed in H.R. 17123 sg‘)eciﬁcully applied
only to funds authorized by the Act. The language was specifically changed in
conference to include “any other act.” There was no comment concerning this
change in the Conference Report on the bill (Ilouse Report 91-1473), nor in debate
on the House floor. .

In the Senate, however, this change in language was discussed. 116 Congressional
Record 34585-86. Senator Mansfield, questioning whether the addition of "any
other act’’ would include the previous year's Act, quericd Scenator Stennis as to
whether the “prohibition is prospective only, and in no way retroactive to up the
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standards required last year in the funding research.” Senator Stennis’ reply,
made after consideration of the issue, was that the section ‘“‘acts prospectivef’y
only and will not affect funds for fiscal year 1970, the fiscal year just closed, funds
that have not been expended.” Senator Mansfield later in the same discussion
restated the agreed interpretation that “‘its application, if any, will be under the
terms laid down by future appropriations acts.”

The conferecs specifically removed language from this section which would
have limited its application to funds nuthorized by the Act itself, Language was
added to make the section applicable to “any other Act.” This language was agreed
upon by the conferees after spending ‘“. . . an awful lot of time determining the
proper course of action, . . ."” (Rep. Rivers, 116 Congressional Record 34152 col.
3) We therefore conclude that section 204 of Public Law 91-441 continues in
force until repealed or amended and its provisions are applicable to all Defense
Department funds used to finance research projects and studies.

Interqovernmental Personnel Act of 1970/Public Law 91-648 (S. 11)
January 8, 1971

Description.—The Intergovernmental Personnel Act of 1970 was
developed to strengthen the ability of State and local governments
to deal with the problems under their jurisdiction. The various needs
were expressed in House Report 91-1722 to accompany S. 11:

Growth in population and increasing urbanization of the United States arc
greatly extending State and local government responsibilitics. Citizens are
demanding more effective government, better education for their children, more
and better roads and public transit facilitics, clean and plentiful water, unpolluted
air, better police and fire protection, more and better recreation facilities, more
and hetter hospitals, better facilities for the treatment of mental illness, programs
for safeguarding economic security, and many other services. New and urgent
urban problems have developed. . . . .

These mushrooming demands generally have been heyond the financial capu-
bilities of the State and local governments to meet. Accordingly, there has been
a continually increasing need for Federal aid . . .

The need of State and local governments for substantial financial assistance is
only one of the main facets of the overall problem of meeting the demands of
our citizens and of making our population centers fit places to live. Also critical
is the fact that many of the States and local governments, now and in the fore-
seeable future, lack tﬂe highly qualified administrative, professional, and technical
personnel in the numbers required to plan, innovate, organize, and execute the
wide variety of necessary programs.

This legislation created a program of grants and training assistance
designed to give State and local personnel the administrative, pro-
fessional, anti; technical skills vital to governmental operation. Inter-
governmental cooperation in grants administration is fostered through
the establishment of an Advisory Council on Intergovernmental
Personnel Policy appointed by the President. Not to exceed 15
members, the Council acts to advise the President on programs,
problems, and policies concerning public administration, State and
local capacity building, training, and intergovernmental assignment
of personnel. '

Grants are made available to State and local jurisdictions for pro-
grams to develop and institute improved personnel administration
methods. State and local employees may be permitted to participate
in Federal training programs under the provisions of this law and
funds are designated for nonnational jurisdictions to ‘. . . train and
educate . . . professional, administrative and technical employees
and officials.” Title IV provides for the temporary assignment of
personnel from States and localities to the Federal Government and
vice-versa.

111

Legislative History - .

January 15, 1969—S. 11 introduced (Government Operations).

January 30, 1969—Companion bills: H.R. 5546, intro uced (Educa-
tion and Labor).

October 21, 19069—Senate report: 91-489 to accompany S. 11.

October 27, 1969—Senate passed S. 11 with committee amendments.

December 14, 1970—House report: 91-1733 to accompany S. 11,

December 21, 1970—House passed S. 11 amended.

December 22, 1970—Senate agreed to House amendments.

Januery 8, 1971—Measure signed into law by the President.

Additional Relevant Legislation Concerning the IPA.—The Treasury,
Postal Service, and General Government Appropriation Act of 1978
(Public Law 95-81) approved July 31, 1977, ap{)roprmted an addi-
tional $20 million under the Intergovernmental Personnel Act of
1970 for grants for State and local personnel and management
improvements,

National Science and Technology Policy, Organization and Priorities
Acl of 1976/Public Law 94-282 (H.E. 10230) May 11, 1976

Description.—Title I, section 102(a) (5) of the National Science and
Technology Policy, Organization, and Priorities Act of 1976 enunciated
as & principle to be included in a national policy for science and
technology:

The development and maintenance of a solid base for gcience and tech_nology
in the United States, including: (a) strong participation of and cooperative re-
lationships with State and local governments . . .; (b) the maintcnance and
gtrengthening of diversified scientific and technological capabilitics in Govern-
ment . . .; (c) effective management and dissemination of scientific and tech-
nological information . . . ; and (e) promotion of increased public understanding
of science and technology.

This section underscores the need to reflect the views of State and
loca! government in policy formulation. It states that scientific and
technological activities which encompass shared interests with Federal,
State, and local jurisdictions should be identified and *. . . coopera-
tive relationships should be established which encourage the appro-
priate sharing of science and technology decisionmaking, funding
support, and program planning and execution.” _

itle II, section 205(b) created the Intergovernmental Science,
Engineering, and Technology Advisory Panel to assist the Director
of the Office of Science and Technology Policy (also established by this
act) in identifying and promoting Federal programs to increase
State, local, and regional utilization of federally-funded research and
development. Situated within the Executive Office of the President,
the Panel has the responsibility for determining existing and potential
mechanisms for incorporating the needs of State and local jurisdic-
tions in the decision-making processes of the Federal departments and
agencies. (See discussion on the Inter overnmental Science, Engineer-
ing and Technology Advisory Panel for a complete description of the
Panel and its activities.)

Legislative History
(For & full discussion on the generation of the Intergovernmental
Advisory Panel concept see the discussion on ISETAP).
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The Office of Productivity, Technology, and Innovation (OPTI)
promotes the productivity and international competitiveness of U.S.
industry by encouraging the development and application of emerging
technology and by other productivity enhancing techniques. No other
U.S. Government unit has this as its sole mission.

OPTI's four qoal areas are: technological innovation and related
business development; flexible automation; reskilling of management
and the general workforce; and productivity and quality
enhancement.

OPTI uses four mechanisms to accomplish these goals: removal of
government policy or regulatory barriers; development of incentives;
provision of strategic information; and provision of catalytic
services. All of OPTI activities fall into one or more of the
categories made below. A few of OPTI's activities are shown as
examples:

jJoint Ventures ' nology




Background

OPTI's mission has a special urgency. Global forces of change are
continually restructuring U.S. and world economies. The most

_ important force of change is the accelerating global explosion of
new technology that has generated about 90% of all scientific
knowledge in just the last 30 years, and that will double again by
the end of the century. Product and process life cycles will
collapse to less than five years. Equipment, facilities, and human
skills are becoming prematurely obsolete. Another force is the

" impact of lesser developed countries (now comprising some 85% of the
world population) on the industrial scene. They are capturing
shares of existing global markets using low cost labor and natural
resources. A third force of change is the "“targeting" by other
countries of existing U.S. markets and, increasingly, new
technologies which have a multitude of business applications. This
strategy involves government subsidized, vertically-integrated
consortia designed to capture global market share with predatory
pricing.

U.S. industrial survival in this hyper-competitive global
marketplace will depend increasingly on leading edge technology, and
on accelerated investments in flexible, computer-integrated
manufacturing systems that can continuously adapt production to
changing market needs and neutralize low cost labor advantages.

It is not enough for the U.S. to generate and acquire new technology
through R&D. It must rapidly translate that technology into new
products and processes, and effectively penetrate thousands of
different market niches, and on a scale aimed at capturing sizable
shares of the global market. Reskilling of our workforce,
especially business managers, must go hand in hand with this
continuous process of industrial restructuring, as must constant
attention by business managers to opportunities for productivity
enhancement

Many barriers exist to achieving these critical objectives. They
include outmoded anticompetitive antitrust laws, the high cost of
U.S. capital, destructive product liability laws, dozens of
well-intentioned but negative regulatory laws, bureaucratic
procedures that need selective modification, and inadequate
information for international technology-based business expansion
especially by smaller companies. Incentives are needed to increase
access to low cost capital for high risk, and encourage long-term
investments in advanced technology and automated manufacturing.
Rlso required are strengthened patent (e.g. for U.S. process
patents) and copyright laws, faster transfer of federally funded
technology into the private sector, and increased use of world
technical and patent literature.
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Summary of OPTI's Major Programs Since Its Inception in 1981:

(o]

(o)

Industrial Technoloqy Partnerships ... OPTI helped the
private sector knit together the varied technical and
financial resources of the nation into a more efficient
innovation system to create new products and processes. For
example, it encouraged the private sector to establish R&D
Limited Partnerships (RDLPs), which OPTI helped transform
from non-traditional tax shelters into legitimate investment
vehicles for tapping new non-government sources of R&D
funding (amounting to more than $3b). Through workshops and
publications, OPTI aids the formation of private sector R&D
cooperative programs to develop next generation technology.
The National Cooperative Research Act of 1984 was an
OPTI-inspired initiative. To date, over 60 cooperative
ventures have registered under that Act.

Federal Technoloqy Management Policy ... OPTI helped change
Federal laws, regulations, and policies that inhibit the use
of important new Federally-funded technologies. The Federal
Government funds about half of the $110 billion spent
annually on R&D in the U.S., but too little of the Federal
share has been converted by the private sector into new
products and/or processes. By modifying Federal invention
ownership rules, and encouraging Government laboratory
collaborative research with industry and other groups, OPTI
has is changing this. For example, new laws were passed’
(the most. recent being the Technology Transfer Act of 1986),
and a Presidential Memorandum and an Executive Order were
issued.

Focal Point for Technology Development and Application
Policy ... OPTI works with cabinet policy councils, the
President's Science Advisor, and individual Federal agencies
on a broad spectrum of issues concerning the development and
commercialization of technology.

State and Local Government Cooperation ... OPTI provides
state and local governments with information and training to
help them include technological innovation in their economic
growth planning. OPTI's Innovation Data Analysis Center
(IDAC) produces comprehensive industry and state economic
profiles to support this effort. :

Advanced Management Training and Assistance ... OPTI offers
advanced -management training in the innovation process and
the use of analytical models (e.g. "constraint analysis") to
help businesses make more informed decisions on technology
projects., The use of special business tools like
sensitivity analysis (an OPTI-developed computer software
package to quantify the importance of inputs like energy,
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labor, materials, to rate of return etc.) is taught. Help
is provided in identifying sources of innovation information
or services (e.g. incubators, science parks, state
government development centers, etc.). OPTI also assists
states and the private sector in establishing "shared"
flexible manufacturing [FMS] and computer integrated
manufacturing [CIM]) production facilities.

Metric Conversion Assistance ... To support the voluntary
transition to metric usage, OPTI provides policy A
coordination within the Federal Government and distributes
information to businesses on the metric system and its
importance to U.S. export objectives. More than 3,500
requests for information are filled annually.

Information and Assistance for International Joint Ventures
... This is provided to U.S. technology-based businesses in
their exploration of international joint venture
opportunities. Meetings are held with representatives of
foreign nations interested in coventuring with smaller U.S.
technology-based firms.

Productivity Information ... OPTI operates the Commerce
Productivity Center--a national clearinghouse of "best
practice” information and techniques for improving
productivity and quality. Its library consists of more than
9,000 items from many sources. About 1,000 client requests
for information are filled annually. :

Recognition for Excellence ... The National Medal of
Technaology was established by Public Law 96-480
(Stevenson-Wydler Act) to recognize individuals or companies
for outstanding contributions to technological innovation
and manpower. OPTI administers the medal selection Aduisory
Committee, solicits nominations, and carries out steps
leading to these prestigious annual awards by the President.

Assistant Secretary for Productiuity, Technology, and Innovation
(includes the National Technical Information Services): Dr. D.
" Bruce Merrifield, 202-377-1984

Director, Office of Productivity, Technology, and Innovation:

Dr.

rd

Jack Williams,. 202-377-1091

Note: A list of about 70 OPTI accomplishments is available upon

request.

June 1987
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unnecessary duplication of special service functions; and to authorize all depart-
ments and agencies of the executive branch of the Federal Government which do
not have such authority to provide reimbursable specialized or technical services
to State and local governments.

The provision of technical expertise to State and local govern-
ments under this act rests on the assumption that these goods and
services cannot be furnished through ordinary business channels.
As stated in Title ITI, Sec. 302:

. . . such services shall include only those which the Director of the Bureau
of the Budget [now the Office of Management and Budget] through rules and regula-
tions (letermines Federal departments and agencies have special competence to
provide. Such rules and regulations shall be consistent with and in furtherance of
the Government's policy of relying on the private enterprise system to provide
those services which are reasonably and expeditiously available through ordinary
business channels.

Legislative History

January 26, 1967—S. 698 introduced (Government Operations).

July 2, 1968—Senate report: 1456 to accompany S. 698.

July 23, 1968—Companion bill: H.R. 18826, introduced (Govern-
ment Operations).

July 29, 1968—S. 698 passed Senate after adoption of committee
amendments.

August 2, 1968—House report: 1845 to accompany H.R. 18826.

September 15, 1968—S. 698 passed House amended in lieu of
H.R. 18826.

October 1, 1968—House agreed to conference report.

October 4, 1968—Senate agreed to conference report.

October 16, 1968—Measure signed into law by tge President.

Military Procurement Authorization Act of 1969/Public Law 91-121
(S. 2646) November 19, 1969

Military Procurement Authorization Act of 1970/Public Law 91-441
(H.R. 17123) October 7, 1970

Description.—Title II, Section 203 of the Military Procurement Act
of 1969 authorizing funding for the Department of Defense, provides:

None of the funds authorized to be appropriated by the act may be used to
carry out any research project or study unless such project or study has a direct
and apparent relationship to a specific military function or operation.

Title II, Section 204 of the Military Procurement Authorization
Act of 1970 contained similar but not identical language:

Nonc of the funds authorized to be appropriated to the Department of Defense
by this or any other act may be used to finance any research project or study
unless such project has, in the opinion of the Secretary of Defense, a potential
relationship to n military function or operation.

Implications.—The Department of Defense, which is responsible for
approximately hall the Federal R&D budget, asserts that it is
constrained in the application of DOD technology to meet State and
local needs by the provisions of Public Law 91-121, later modified
by Public Law 91-441. However, the history of the two bills indicates
that the intention of Congress was not to entirely restrict non-defense
oriented research and development activities in military laboratories.?
After Public Law 91-121 was enacted, the Department of Defense
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terminated various projects which did not appear to have “a direct
and apparent relationship” to a military operation. The latter bill
modified the restriction, limiting the funding of projects to those de-
termined by the Secretary of Defense to have a ‘‘potential relation-
ship” to the defense endeavor.

The general interpretation of the legislation and the discussion
concerning the modification of the original language of the restriction
is that technology transfer efforts are valid provided they do not
interfere with the primary mission activities of the Department of
Defense and provided they are furnished on a cost-reimbursable basis.
These endeavors are viewed as salient to the support of Government
and thus strengthen our national defense. The practical guideline
which has been followed in the past few years is that spending for
nondefense-specific research and development by DOD be limited to
3 percent of the total funds.

Uncertainty has surrounded the issue of whether the so-called
Mansfield Amendment to the Military Procurement Authorization
Act continues to be valid. This question was addressed in a report
written by David R. Siddall, Legislative Attorney, American Law
Division, of the Congressional Research Service, dated March 16,
1978, which is included verbatim:

VALIDITY OF PUBLIC LAW 01-441 BECTION 204, THE MODIFIED ‘‘MANSFIELD
AMENDMENT"

In 1969 Senator Mansfield proposed and the Congress passed an amendment
to the military procurement authorization law for fiscal year 1970 which pro-
hibited funds authorized by that act from being used to carry out research projects
or studies not having “a direct and apparent relationship to a specific military
function or operation.’” Public Law 91-121, § 204, 83 Stat. 206.

In 1970 the authorization bill for 1971 (H.R. 17123) was passed by the House
without any similar amendment being included. The Senate Armed Services
Committee recommended that the provision be included in the bill without change
“in order to provide the same restrictions on research and development funds for
fiscal year 1971.”” Senate Report 91-1016 at pp. 99-100. On the Senate floor, this
Committee amendment to H.R. 17123 was considered as part of an amendment
proposed by Senator Mclntyre to add a section expressing the sense of Congress
that funds for the National Science Foundation should be increased. 116 Congres-
sional Record 30367. The Amendment unanimously passed the Senate. H.R. 17123
therefore went to conference containing a Senate-passed section 204 with language
identical to the Mansfield Amendment, which was section 203 of the immediately
preceding military procurement authorization act (Public Law 91-121).

In Conference the language of the Senate-passed section 204 was modified
from the original provision requiring '‘a direct and apparent relationship to a
specific military function or operation” to a requirement that the Sccretary of

efense determine the existence of ‘‘a potential relationship to a military function
or operation.” A second change to the section altered the language so that instead
of the provision applying ‘“‘to funds authorized to be appropriated by this Act,”
the provision was made applicable to ‘“funds authorized to be appropriated to the
Departinent of Defense by this or any other Acl’” (emphasis added). The question
presented is whether this second change, providing for the section to be applicable
to “‘any other’” act, is permanent law applicable to all subsequent Defense De-
partment funds for research projects and studies.

The original version which the Scnate placed in H.R. 17123 specifically applied
only to funds authorized by the Act. The language was specifically changed in
conference to include “any other act.” There was no comment concerning this
change in the Conference Report on the bill (House Report 91-1473), nor in debate
on the House floor. )

In the Senate, however, this change in language was discussed. 116 Congressional
Record 34585-86. Senator Mansfield, questioning whether the addition of “any
other act would include the previous year’s Act, quericd Senator Stennis as to
whether the “‘prohibition is prospective only, and in no way retroactive to up the
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standards required last year in the funding research.” Senator Stennis’ reply,
made after consideration of the issue, was that the section ‘‘acts prospectively
only and will not affect funds for fiscal year 1970, the fiscal year just closed, funds
that have not been expended.” Senator Mansfield later in the same discussion
restated the agreed interpretation that “its applicution, if any, will be under the
terms lnid down by future appropriations acts.”

The conferees specifically removed language from this section which would
have limited its application to funds authorized by the Act itself. Language was
added to make the section applicable to ‘“‘any other Act.” This language was agreed
upon by the conferees after spending ‘. . . an awful lot of time determining the
proper course of action. . . ."” (Rep. Rivers, 116 Congressional Record 34152 col.
3) We therefore conclude that section 204 of Public Law 91-441 continues in
force until repealed or amended and its provisions are applicable to all Defense
Department funds used to finance research projects and studies.

Intergovernmental Personnel Act of 1970/Public Law 91-648 (S. 11)
January 8, 1971

Description.—The Intergovernmental Personnel Act of 1970 was
developed to strengthen the ability of State and local governments
to deal with the problems under their jurisdiction. The various needs
were expressed in House Report 91-1722 to accompany S. 11:

Growth in population and increasing urbanization of the United States arc
greatly extending State and local government responsibilitics. Citizens are
demanding more effective government, hetter education for their children, more
and better roads and public transit facilitics, clean and plentiful water, unpolluted
air, better police and fire protection, more and better recreation facilities, more
and better hospitals, better facilities for the treatment of mental illness, programs
for safeguarding economic security, and many other services. New and urgent
urban problems have developed. . . . .

These mushrooming demands generally have been beyond the finuncial capu-
bilities of the State and local governments to meet. Accordingly, there hus Leen
a continually increasing need for Federal aid . . .

The need of State and local governments for substantial financial assistance is
only one of the main facets of the overall problem of meeting the demands of
our citizens and of making our population centers fit places to live. Also critical
is the fact that many of the States and local governments, now and in the fore-
seeable future, lack the highly qualified administrative, professional, and technical
personnel in the numbers required to plan, innovate, organize, and execute the
wide variety of necessary programs.

This legislation created a program of grants and training assistance
designed to give State and local personnel the administrative, pro-
fessional, anf technical skills vital to governmental operation. Inter-
governmental cooperation in grants administration is fostered through
the establishment of an Advisorl); Council on Intergovernmental
Personnel Policy appointed by the President. Not to exceed 15
members, the Council acts to advise the President on programs,
problems, and policies concerning public administration, State and
local capacity building, training, and intergovernmental assignment
of personnel. ‘

Grants are made available to State and local jurisdictions for pro-
grams to develop and institute improved personnel administration
methods. State and local employees may be permitted to participate
in Federal training programs under the provisions of this law and
funds are designated for nonnational jurisdictions to *“, . , train and
educate . . . professional, administrative and technical employees
and officials.” Title IV provides for the temporary assignment of
personnel from States and localities to the Federal Government and
vice-versa.
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Legislative History - .

- January 15, 1969—S. 11 introduced (Government Operations).

January 30, 1969—Companion bills: H.R. 5546, intro uced (Educa-
tion and Labor).

October 21, 1969—Senate report: 91-489 to accompany S. 11.

October 27, 1969—Senate passed S. 11 with committee amendments.

December 14, 1970—House report: 91-1733 to accompany S. 11.

December 21, 1970—House passed S. 11 amended.

December 22, 1970—Senate agreed to House amendments.

Januery 8, 1971—Measure signed into law by the President.

Additional Relevant Legislation Concerning the IPA.—The Treasury,
Postal Service, and General Government Appropriation Act of 1978
(Public Law 95-81) approved July 31, 1977, ap{)roprmted an addi-
tional $20 million under the Intergovernmental Personnel Act of
1970 for grants for State and local personnel and management
improvements. ‘

National Science and Technology Policy, Organization and Priorities
Act of 1976/Public Law 94-282 (H.R. 10230) May 11, 1976

Description.—Title I, section 102(a)(5) of the National Science and
Technology Policy, Organization, and Priorities Act of 1976 enunciated
as & principle to be included in a national policy for science and
technology:

The development and maintenance of a solid base for science and techpology
in the United States, including: (a) strong participation of and cooperative re-
Jationships with State and local governments . . .; (b) the maintenance and
gtrengthoning of diversified scientific and technological capabilities in Govern-
ment . . .; (c) effective management and dissemination of scu;ntlﬁc and teph-
nological information . . . ; and (e) promotion of increased public understanding
of science and technology.

This section underscores the need to reflect the views of State and
local government in policy formulation. It states that scientific and
technological activities which encompass .shnre:d interests with Federal,
State, and local jurisdictions should be identified and . . . coopera-
tive relationships should be established which encourage the appro-
priate sharing of science and technology decisionmaking, funding
support, and program planning and execution.” .

itle II, section 205(b) created the Intergovernmental Science,
Engineering, and Technology Advisory Panel to assist the Director
of the Office of Science and Technology Policy (also established by this
act) in identifying and promoting Federal programs to increase
State, local, and regional utilization of federally-funded research and
development. Situated within the Executive Office of the President,
the Panel has the responsibility for determining existing and potentisl
mechanisms for incorporating the needs of State and local jurisdic-
tions in the decision-making processes of the Federal departments and
agencies. (See discussion on the Inter overnmental Science, Engineer-
ing and Technology Advisory Panel for a complete description of the
Panel and its activities.)

Legislative History
(For a full discussion on the generation of the Intergovernmental
Advisory Panel concept see the discussion on ISETAP).



057-006 DRAFT 2 3/9/87 PAGE 1

CHAPTER 1&--PATENT RIGHTS IN INVENTIONS

AND RIGHTS TQ TECHNOLOGICAL KNQW-HQW
MADE WITH FEDERAL ASSISTANCE

200. Policy and objective (OMITTED)
201. Definitions
As used in this chapter--

(a) The term "Federal agency" means any executive agency as
defined in section 105 of title 5, United States Code, and the
military departments as defined by section 102 of title 5, United
States Code.

(b) The term "funding agreement"” means any contract, grant,
or cooperative agreement entered into between any Federal agency,
other than 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 the funding agreement as
herein defined.

(c) The term "contractor"” means any person, small business
firm, or nonprofit organization that is a party to a funding
agreement.

(d) The term "invention" means any invention or discovery
which is or may be patentable or otherwise protectable under this
title, or any novel variety of plant which is or may be
protectable under the Plant Protection Variety Act (7 U.S.C., 2321
et seq.)

(e) The term "subject invention" means any invention of the
contractor conceived or first actually reduced to practice in the
performance of work under a funding agreement: Provided, That in
the case of a variety of plant, the date of determination (as
defined in section 41(d) of the Plant Variety Protection Act (7
U.5.C. 2041(d)) must also occur during the period of the contract
performance.

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

(h) The term "small business firm™ means & small business
concern as defined at section 2 of Public Law 85-536 (15 U.S.C.
632) and implementing regulations of athe Administrator of the
Small Business Administration.

(i) The term "nonprofit organization" means universities
and other institutions of higher education or an organization of
the type described in section 501 (c) (3) of the Internal Revenue
Code of 1954 (26 U.S.C. 501(c)) and exempt from taxation under
section 501(a) of the Internal Revenue Code (26 U.S.C. 501(a))
including operators of Government-owned., contractor-operated
laboratories;:; or any nonprofit scientific or educational
qualified under a State nonprofit organization statute.

(i) Tbhe term ‘technological know-how” means knowledge
produced or compiled by research, development or engineering that
is. or if beld in confidence., could become a commercial product
or of value in making a commercial product when so designated by
a contractor. and which shall after such designation, be exempted
from disclosure under subsection 552(a) of title 5 of the United
States Code in accordance with subsection 552(b)(2) of title 5.

K
(4) The term "writing" means any material written by a <
contractor or a person other than a nonprofit organization or

small business firm that is a party to a funding agreement, that
may be protected by copyright in accordance with title 17 of the
United States Code.

202, Disposition of rights

(a) Each nonprofit organization or small business firm may,
within a reasonable time after disclosure as requred by paragraph
(c)(1l) of this section, elect to retain title to any subject
invention, and may elect to retain title to and protect any
technological know-how, or writing developed under this funding
agreement: Provided, However, That a funding agreement may
provide otherwise

(i) when the contractor is not located in the United
States, does not have a place of business located in the
United States, or is subject to the control of a foreign
government,

(ii) in exceptional circumstances when it is determined by
the agency that restriction or elimination of the right to
retain title to any subject invention will better promote
the policy and objectives of this chapter,
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(iii) when it is determined by a Government authority which
is authorized by statute or Executive order to conduct
foreign intelligence or counter-intelligence activities that
the restriction or elimination of the right to retain title
to any subject invention is necessary to protect the
security of such activities, or

(iv) when the funding agreement includes the operation of a
Government-owned, contractor-operated facility of the
Department of Energy primarily dedicated to that
Department's naval nuclear propulsion or weapons related
programs and all funding agreement limitations under this
subparagraph on the contractor's right to elect title to a
subject invention are limited to inventions occuring under
the above two programs of the Department of Energy.

The rights of the nonprofit organization or small business firm
shall be subject to the provisions of paragraph (c) of this
section and other provisions of this chapter.

(b) (1) The rights of the Government under subsection (a)
shall not be exercised by a Federal agency unless it first
determines that at least one of the conditions identified in
clauses (i) through (iii) of subsection (a) exists. Except in
the case of subsection (a)(iii), the agency shall file with the
Secretary of Commerce, within thirty days after the award of the
applicable funding agreement, a copy of such determination. 1In
the case of a determination under subsection (a)(ii), the
statement shall include an analysis justifying the determination.
In the case of determinations applicable to funding agreements
with small business firms, copies shall also be sent to the Chief
Counsel for Advocacy of the Small Business Administration. 1If
the Secretary of Commerce believes that any individual
determination or pattern of determinations is contrary to the
policies and objectives of this chapter or otherwise not in
conformance with this chapter, the Secretary shall so advise the
head of the agency concerned and the Administrator of the Office
of Federal Procurement Policy, and recommend corrective actions,

(2) Whenever the Administrator of the Office of
Federal Procureement Policy has determined that one or more
Federal agencies are utilizing the authority of clause (i) or
(ii) subsection (a) of this section in a manner that is contrary
to the policies and objectives of this chapter, the Administrator
is authorized to issue regulations describing classes of
situations in which agencies may not exercise the authorities of
those clauses,

(3) At lease once each year, the Comptroller General
shall transmit a report to the Committees on the Judiciary of
the Senate and House of Representatives on the manner in which

!
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this chapter is being implemented by the agencies and on such
other aspects of Government patent policies and practices with
respect to federally funded inventions as the Comptroller General
believes appropriate.

(4) If the contractor believes that a determination is
contrary to the policies and objectives of this chapter or
constitutes an abuse of the discretion by the agency, the
determination shall be subject to the last paragraph of section
203 (2).

(c) Each funding agreement with a small business firm or
nonprofit organization shall contain appropriate provisions to
effectuate the following:

(1) That the contractor disclose each subject
invention to the Federal agency within a reasonable time after it
becomes known to the contractor personnel responsible for the
administration of patent matters, and that the Federal Government
may receive title to any subject invention not disclosed to it
within such time.

(2) That the contractor make a written election within
two years after disclosure to the Federal agency (or such
additional time as may be approved by the Federal agency) whether
the contractor will retain title to a subject invention:
Provided, That in any case where publication, on sale, or public
use, has initiated the one year statutory period in which valid
patent protection can still be obtained in the United States, the
period for election may be shortened by the Federal agency to a
date that is not more than sixty days prior to the end of the
statutory period: And provided further, That the Federal
Government may receive title to any subject invention in which
the contractor does not elect to retain rights or fails to elect
rights within such times,

(3) That a contractor electing rights in a subject
invention agrees to file a patent application prior to any
statutory bar date that may occur under this title due to
publication, on sale, or public use, and shall thereafter file
corresponding patent applications in other countries in which it
wishes to retain title within reasonable times, and that the
Federal Government may receive title to any subject inventions in
the United States or other countries in which the contractor has
not filed patent applications on the subject invention within
such times.

(4) With respect to any invention in which the
contractor elects rights, the Federal agency shall have a
nonexclusive, nontransferrable, irrevocable, paid-up license to
practice or have practiced for or on behalf of the United States
any subject invention throughout the world: Provided, That the
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funding agreement may provide for such additional rights;
including the right to assign or have assigned foreign patent
rights in the subject invention, as are determined by the agency
as necessary for meeting the obligations of the United States
under any treaty, international agreement, arrangement of
cooperation, memorandum of understanding, or similar arrangement
including military agreement relating to weapons development and
production.

(5) The right of the Federal agency to require
periodic reporting on the utilization or efforts at obtaining
utilization that are being made by the contractor or his
licensees or assignees: Provided, that any such information as
well as any information on utilization or efforts at obtaining
utilization obtained as part of the proceeding under section 203
of this chapter shall be treated by the Federal agency as
commercial and financial information obtained from a person and
privileged and confidential and not subject to disclosure under
section 552 of title 5 of the United States Code.

(6) An obligation on the part of the contractor, in
the event a United States patent apaplication is filed by or on
its behalf or by any assignee of the contractor, to include
within the specification of such application and any patent
issuing thereon, a statement specifying that the invention was
made with Government support and that the Government has certain
rights in the invention.

(7) In the case of a nonprofit organization,

(A) a prohibition upon the assignment of rights to a
subject invention in the United States 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 (provided that such assignee
shall be subject to the same provisions as the contractor);

(B) a requirement that the contractor share royaities
with the inventor;

(C) except with respect to a funding agreement for the
operation of a Government-owned-contractor-operated
facility, a requirement that 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, be utilized for support of scientific research
or education;

(D) a requirement that, except where it proves
infeasible after a reasonable inquiry, in the licensing of
subject inventions shall be given to small business firms;

W



057-006 DRAFT 2 3/9/87 PAGE 6

and

(E) with respect to a funding agreement for the
operation of a Government-owned-contractor-operated
facility, requirements

(i) that after payment of patenting costs,
licensing costs, payments to inventors, and other
expenses incidental to the administration of subject
inventions, 100 percent of the balance of any royalties
or income earned and retained by the contractor during
any fiscal year up to an amount equal to 5 percent of
the annual budget of the facility, shall be used by the
contractor for scientific research, development, and
education consistent with the research and development
mission and objectives of the facility, including
activities that increase the licensing potential of
other inventions of the facility; provided that if said
balance exceeds 5 percent of the annual budget of the
facility, that 75 percent of such excess shall be paid
to the Treasury of the United States and the remaining
25 percent shall be used for the same purposes as
described above in this clause; and

(ii) that, to the extent it provides the most
effective technology transfer, the licensing of subject
inventions shall be administered by contractor
employees on location at the facility.

(8) The requirements of sections 203 and 204 of this
chapter.

[9) That a nonprofit organization may own and protect
any writing or technological know-how created under a contract if
the contractor, in accordance with regulations authorized under
section 206 of this title;

(A) delivers or retains for future delivery, and
provides the funding Federal agency with the license to use
the writing or technological know-how reguired in the
contract, and

(B) preserves in confidence and marks any writings or
materials containing technological know-how delivered to the
funding Federal agency as “technological know-how."

(d) If a contractor does not elect to retain title to a
subject invention in cases subject to this section, the Federal
agency may consider and after consultation with the contractor
grant requests for retention of rights by the inventor subject to
the provisions of this Act and regulations promulgated hereunder.

AU A W Y e b WAL AV A Gl bl WAL L. LAl A AN, 1 1 AL WV a

!



057-006 DRAFT 2 3/9/87 PAGE 7

(e) In any case when a Federal employee is a coinventor of
any invention made under a funding agreement with a nonprofit
organization or small business firm, the Federal agency employing
such coinventor is authorized to transfer or assign whatever
rights it may acquire in the subject invention from its employee
to the contractor subject to the conditions set forth in this
chapter.

(£) (1) No funding agreement with a small business firm or
nonprofit organization shall contain a provision allowing a
Federal agency to require leasing to third parties of inventions
owned by the contractor that are not subject inventions unless
such provision has been approved by the head of the agency and a
written justification has been signed by the head of the agency.
Any such provision shall clearly state whether the licensing may
be required in connection with the practice of a subject
invention, a specifically identified work object, or both. The
head of the agency may not delegate authority to approve
provisions or sign justifications required by this paragraph.

(2) A Federal agency shall not require the licensing
of third parties under any such provision unless the head of the
agency determines that the use of the invention by others is
necessary for the practice of a subject invetnion or for the use
of a work object of the funding agreement and that such action is
necessary to achieve the practical application of the subject
invention or work object. Any such determination shall be on the
record after an opportunity for an agency hearing. Any action
commenced for judicial review of such determination shall be
brought within sixty days after notification of such
determination.

203. March-in rights (OMITTED)
204, Preference for United States Industry

Notwithstanding any other provision of this chapter, no
small business firm or nonprofit organization which receives
title to any subject invention and no assignee of any such small
business firm or nonprofit organization shall grant to any person
the exclusive right to use or sell any subject invention in the
United States unless such person agrees that any products
embodying the subject invention or produced through the use of
the subject invention will be manufactured substantially in the
United States. However, in individual cases, the requirement for
such an agreement may be waived by the Federal agency under whose
funding agreement the invention was made upon a showing by the
small business firm, nonprofit organization, or assignee that
reasonable but unsuccessful efforts have been made to grant
licenses on similar terms to potenatial licensees that would be
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likely to manufacture substantially in the United States or that
under the circumstances domestic manufacture is not commercially
feasible,.

205. Confidentiality

Federal agencies are authorized to withhold from disclosure
to the public information disclosing any inventions 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. Federal
agencies shall not be required to release copies of any document
which is part of an application for patent filed with the United
States Patent and Trademark Office or with any foreign patent
office.

206. Uniform clauses and regulations

The Secretary of Commerce may issue regulations which may be
made applicable to Federal agencies implementing the provisions
of sections 202 through 204 of this chapter and shall establish
standard funding agreement provisions required under this
chapter. The regulations and the standard funding agreement
shall be subject to public comment before their issuance.

207. Domestic and foreign protection of federally owned
inventions (OMITTED)

208. Regulations governing Federal licensing

The Secretary of Commerce is authorized to promulgate
regulations specifying the terms and conditions upon which any
federally owned invention, other than inventions owned by the
Tennessee Valley Authority, may be licensed on a nonexclusive,
partially exclusive, or exclusive basis.

209. Restrictions on licensing of federally owned inventions

(a) No Federal agency shall grant any license under a
patent or patent application on a federally owned invention
unless the person requesting the license has supplied the agency
with a plan for development and/or marketing of the invention,
except that any such plan may be treated by the Federal agency as
commercial and financial information obtained from a person and
privileged and confidential and not subject to disclosure under
section 552 of title 5 of the United States Code.

(b) A Federal agency shall normally grant the right to use
or sell any federally owned invention in the United States only
to licensee that agrees that any products embodying the invention
or produced through the use of the invention will be manufactured
substantially in the United States.

?
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(c) (1) Each Federal agency may grant exclusive or partially
exclusive licenses in any invention covered by a federally owned
domestic patent or patent application only if, after either,

(i) at least one public notice of the avajlability of

the invention for licensing in the Federal Register or
the journal established in accordance with section 213
of this title, or

(ii) public notice of intent to award a license to a
specific intended licensee, and opportunity for filing
written objections, it is determined that --

(A) the interests of the Federal Government and the
public will best be served by the proposed license, in view
of the applicant's intentions, plans, and ability to bring
the invention to paractial application or otherwise promote
the invention's utilization by the public;

(B) the desired practical application has not been
achieved, or is not likely expeditiously to be achieved,
under any nonexclusive license which has been granted, or
which may be granted on the invention;

(C) exclusive or partially exclusive licensing is a
reasonable and necesary incentive to call forth the
investment of risk capital and expenditures to bring the
invention to practical application or otherwise promote the
invention's utilization by the public; and

(D) the proposed terms and scope of exclusivity are
not greater than reasonably necessary to provide the
incentive for bringing the invention to practical
application or otherwise promote the invention's utilization
by the public.

(2) A Federal agency shall not grant such exclusive or
partially exclusive license under paragraph (1) of this
subsection if it determines that the grant of such license will
tend substantially to lessen competition or result in undue
concentration in any section of the country in any liine of
commerce to which the technology to be licensed relates, or to
create or maintain other situations inconsistent with the
antitrust laws.

(3) First preference in the exclusive or partially
exclusive licensing of Federally owned inventions shall go to
small business firms submitting plans that are determined by the
agency to be within the capabilities of the firms and equally
likeiy, if executed, to bring the invention to practical
application as any plans submitted by applicants that are not
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small business firms.

(d) After consideration of whether the interests of the
Federal Government or United States industry in foreign commerce
will be enhanced, any Federal agency may grant exclusive or
partially exclusive licenses in any invention covered by a
foreign patent application or patent, after public notice and
opportunity for filling written objections, except that a Federal
agency shall not grant such exclusive or partially exclusive
license if it determines that the grant of such license will tend
substantially to lessen competition or result in undue
concentration in any section of the United States in any line of
commerce to which the technology to be licensed relates, or to
create or maintain other situations inconsistent with antitrust
laws.

(e) Any grant of a license shall contain such terms and
conditions as the Federal agency determines appropriate for the
protection of th interests of the Federal Government and the
public, including provisions for the following;

(1) periodic reporting on the utilization or efforts
at obtaining utilization that are being made by the licensee with
particular reference to the plan submitted: Provided, That any
such information may be treated by the Federal agency as
commercial and financial information obtained from a person and
privileged and confidential and not subject to disclosure under
section 552 of title 5 of the United States Code;

(2) the right of the Federal agency to terminate such
license in whole or in part if it determines that the licensee is
not executing the plan submitted with its request for a license
and the licensee cannot otherwise demonstrate to the satisfaction

of the Federal agency that it has taken or can be expected to
take within a reasonable time, effective steps to achieve

practical application of the invention;

(3) the right of the Federal agency to terminate such
license in whole or in part if the licensee is in breach of an
agreement obtained pursuant to paragraph (b) of this section; and

(4) the right of the Federal agency to terminate the
license in whole or in part if the agency determines that such
action is necessary to meet requirements for public use specified
by Federal regulations issued after the date of the license and
such requirements are not reasonably satisfied by the licensee.

210. Precedence of chapter (OMITTED)
211. Relationship to antitrust laws (OMITTED)

212. Disposition of rights in educational awards (OMITTED)

10
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213, Journal of inventions and technology

{a) The Sec of
be published at our times a year to facilitate inventijon
licensing and technoiogy transfer. The journal shal. be self-
a

supporting two years after enactment of this section.
{b This journal shall include;:

(1) Announcements of inventions owned by the
Government that are avajilable for licensing, with adeguate
information on the nature and uses of each invention; the types,
terms and restrictions on licenses the agency is seeking if
determined: and the point of contact for additional information,

{2) Similar announcements that Government contractors
and Federal employees may wish to make of inventions in which the
Government has an interest,

{3) Notices of opportunjties for collaboration in
research and development activities at Federal laboratories.

{c) In addition, this journal may include:

(1) Announcements of other inventions that i
rganizations may wish to adyvertise as available for
Sy

{3) Announcements or advertisements of technologies
sought by Federal agencies, their laboratories, or other parties.

{3) Articles that pertain to technology, particularly
to and from Federal agencies and laboratries.

= =L —= — X

{4) Private sector advertisments related to the
subject matter of the journal,

(d) In establishing this journal. the Secretary of Commerce

(1) Enter into procurement contracts and cooperative
ements that are not procurement contracts with private
organizations for producing and disseminating the Journai.

[0 w
A
+ i
=3
i)

ide for inclusion and distribution of ail
the journal through Government or comme
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{3) Permit Commerce Departmental employees who
contribute to establishment of this journal to resign or retire

and be employed jmmediately by a private sector organization
involved in producing or disseminating the journal.

12
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SEC 11 COOPERATIVE RESEARCH AND DEVELOPMENT AGREEMENTS

(a) GENERAL AUTHORITY.-- Each Federal agency may permit the
director of any of its Government-operated laboratories--

(1) to enter into cooperative research and development
agreements on behalf of such agency (subject to subsection (c) of
this section) with other Federal agencies; units of State or
local government; industrial organizations (including
corporations, partnerships, and limited partnerships, and
industrial development organizations); public and private
foundations; nonprofit organizations (including universities); or
other persons (including licensees of inventions owned by the
Federal agency); and

(2) to negotiate licensing agreements under section
207 of title 35, United States Code, or under other authorities
for Government-owned inventions of Federal employees that may be
voluntarily assigned to the Government.

(b) ENUMERATED AUTHORITY.--Under agreements entered into
pursuant to subsection (a)(l), a Government-operated Federal
laboratory may (subject to subsection (c) of this section)--

(1) accept, retain, and use funds, personnel services,
and property from collaborating parties and provide personnel,
services and property to collaborating parties;

(2) grant or agree to grant in advance, to a
collaborating party, patent licenses or assignments, or options
thereto, in any invention made in whole or in part by a Federal
employee under the agreement, retaining a nonexclusive,
nontransferrable, irrevocable, paid-up license to practice the
invention or have the invention practiced throughout the world by

or on behalf of the Government and such other rights as the
Federal laboratory deems appropriate;

(3) grapnt or agree to grant ip advance to a
collaborating party copyright licenses, othber licenses:
assignments. or options thereto in any writing or technological
know-bhow produced by a Federal employee under the agreement.
retaining such rights as the Federal laboratory considers
appropriate:

{4) waive, subject of reservation by the Government of
a nonexclusive, irrevocable, paid-up license to practice the
invention or have the invention practiced throughout the world by
or on behalf of the Government, in advance, in whole or in part,
any right of ownership which the Federal Government may have to
any subject invention made under the agreement by a collaborating
party or employee of the collaborating party, and
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{5) to the extent consistent with any applicable
agency requirements and standards of conduct, permit employees or
former employees of the laboratory to participate in efforts to
commercialize inventions they made while in the service of the
United States.

(c) CONTRACT CONSIDERATIONS,--
(d) DEFINITION.-- As used in this section --

(1) the term "cooperative research and development
agreement" means any agreement between one or more Federal
laboratories and one or more non-Federal parties under which the
Government, thorugh its laboratories, provides personnel,
services, facilities, equipment, or other resources toward the
conduct of specified research or developmental efforts which are
consistent with the missions of the laboratory; except that
section 105 of title 17 of the United States Code is not
applicable to the results of sucb arrangemenis: tbe results of
such arrangements are exempted disclosure under subsection 352(a)
of title 5 of the United States Code in accordance witb paragraphb
552(b)(3) of title:; and such term does not include a procurement
contract or cooperative agreement as those terms are used in
sections 6303, 6304, and 6305 of title 31, United States Code;
apé

{2) the term "technological kpow-how" means knowledge
produced or compiled under a cooperative agreement by research,
development, or engineering that, if beld in confidence, could
become a commercial product or of value ip making a commercial
product wben so designated by the director of the Federal
laboratory, and

{3) the term "laboratory" means a facility or group of
facilities owned, leased, or otherwise used by a Federal agency,
a substantial purpose of which is the performance of research,
development, or engineering by employees of the Federal
Government,
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Second option
SEC 11 COOPERATIVE RESEARCH AND DEVELOPMENT AGREEMENTS

(a) GENERAL AUTHORITY.-- Each Federal agency may permit the
director of any of its Government-operated laboratories--

(1) to enter into cooperative research and development
agreements on behalf of such agency (subject to subsection (c) of
this section) with other Federal agencies; units of State or
local government; industrial organizations (including
corporations, partnerships, and limited partnerships, and
industrial development organizations); public and private
foundations; nonprofit organizations (including universities); or
other persons (including licensees of inventions owned by the
Federal agency); and

(2) to negotiate licensing agreements under section
207 of title 35, United States Code, or under other authorities
for Government-owned inventions of Federal employees that may be
voluntarily assigned to the Government and to pegotiate licensing
agreements for writings and technological know=bow produced by
Federal employees.

(b) ENUMERATED AUTHORITY.--Under agreements entered into
pursuant to subsection (a) (1), a Government-operated Federal
laboratory may (subject to subsection (c¢) of this section)--

(1) accept, retain, and use funds, personnel services,
and property from collaborating parties and provide personnel,
services and property to collaborating parties;

(2) grant or agree to grant in advance, to a
collaborating party, patent licenses or assignments, or options
thereto, in any invention made in whole or in part by a Federal
employee under the agreement, retaining a nonexclusive,
nontransferrable, irrevocable, paid-up license to practice the
invention or have the invention practiced throughout the world by
or on behalf of the Government and such other rights as the
Federal laboratory deems appropriate;

(3) grant or agree to grant in advapnce to a non-
Federal collaborating party copyright licenses., other licenses.
assignments. or options thereto in any writing or technological
know-how produced by a Federal employee under the agreement.
retaining suchb rights as the Federal laboratory considers
appropriate:

{4) waive, subject of reservation by the Government of
a nonexclusive, irrevocalbe, paid-up license to practice the
invention or have the invention practiced throughout the world by
or on behalf of the Government, in advance, in whole or in part,
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any right of ownership which the Federal Government may have to
any subject invention made under the agreement by a collaborating
party or employee of the collaborating party, and

{5) to the extent consistent with any applicable
agency requirements and standards of conduct, permit employees or
former employees of the laboratory to participate in efforts to
commercialize inventions they made while in the service of the
United States.

(c) CONTRACT CONSIDERATIONS.--
(d) DEFINITION.-- As used in this section --

(1) the term "cooperative research and development
agreement” means any agreement between one or more Federal
laboratories and one or more non-Federal parties under which the
Government, thorugh its laboratories, provides personnel,
services, facilities, equipment, or other resources toward the
conduct of specified research or developmental efforts which are
consistent with the missions of the laboratory; except that such
term does not include a procurement contract or cooperative
agreement as those terms are used in sections 6303, 6304, and
6305 of title 31, United States Code; arnd

(2) the term "technological know-how" means knowledge
produced or compiled by research, developmeni. QI engineering
that, if beld in confidence. could become a commercial product or
of value ip making a commercial product wbep so designated by the
director of the Federal laboratory. and which shall after such
designation, be exempted from disclosure under subsection 35352(a)
of title 5 of the United States Code in accordance with paragrapb
252(b)(2) of title 5: Provided That this exemption shall expire
three vears after the director's designation if tbe knowledge is
not leased. assigpned. or otberwise transferred in confidence to a
U.S. firm before the end of the three year period for
commercialization by the firm:

{3) the term “writing” means any material writtep by a
laboratory employee: Provided That section 105 of title 17 of the
United States Code is not applicable to such writing. angd that
such writing may be determined to contain technoleogical know-how
in accordance witbh paragrapb (2) above. and

{4) the term "laboratory" means a facility or group of
facilities owned, leased, or otherwise used by a Federal agency,
a substantial purpose of which is the performance of research,
development, or engineering by employees of the Federal
Government.
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SUGGESTIONS FOR AGENCY REGULATIONS TO IMPLEMENT P.L. 99-502
(Stevenson-Wydler section numbers after codification are shown)

1. STATUTORY PROVISION.

COMMENT

Agency regulations could be drawn from several sources including:

o Provisions of subsection 1l1l(c).

o Other provisions of the Stevenson-Wydler Act as amended.

o P.L. 96-517 and implementing regulations for licensing
Government-owned inventions.

o] P.L. 98-622 on Statutory Invention Registrations

o] Executive Order 10096 on Government Employee Inventions.

o) Other égency or laboratory authorities for collaboration and

technology technology transfer.

o Government-wide conflict of interest rules, agency specific .
conflict of interest provisions, and agency interpretations.

o Existing agency delegations of authority and. procedures for
their revision.

SUGGESTIONS

It will probably be several years before the opportunities and
problems in the Act are fully understood. It is too soon to try
to develop extensive and detailed requlations. As a minimum, an
agency could provide for review of proposed licenses and
cooperative agreements in its delegations of authority and issue
no regulations at all.

Above the minimum, an agency could indicate its intent to comply
with the Act, offer guidelines for handling the most likely
situations, and provide for case-by-case review of each license
or cooperative agreement. The level of the review could be a
function of the size and complexity of the agreement.



We recommend this approach and suggest that an agency cover only
the most important points in an initial issuance. The term
"laboratory" should defined in the agency's context.

Because of the definition of cooperative research and development
agreement, neither procurement policies in the Federal
Acquisition Regulation nor assistance policies in OMB circulars
apply to R&D agreements. Agencies should be sure that policies
suitable for arms-length relationships are not applied to the
detriment of cooperative R&D agreements.

2, STATUTORY PROVISION

{2) The agency in permitting a Federal laboratory to
enter into agreements under this section shall be guided by
the purposes of this Act.

COMMENT
The Act has no "purposes" section, but the preamble says it is:

To amend the Stevenson-Wydler Technology Innovation Act of
1980 to promote technology transfer by authorizing
Government-operated laboratories to enter into cooperative
research agreements and by establishing the Federal
Laboratory Consortium for Technology Transfer within the
National Bureau of Standards, and for other purposes.

SUGGESTION

The emphasis is on laboratories, not agencies. This is
decentralization legislation, and agency implementations should
be consistent with this purpose.

3. STATUTORY PROVISION

Mmmmwwuumm
employeed) .

COMMENT

S. 65, the precursor of this Act included the following section:
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It shall be the policy of the Government to encourage the
efforts of Government employees or former employees to
obtain commercialization of inventions made by them while
they were in the Service of the United States, and it shall
not be a violation of the provisions of 18 U.S.C. 207 for
former employees or the partners of employees to negotiate
licenses or cooperative research and development
arrangements relating to such inventions with Federal
agencies, including the agency with which the employee is or
was formerly employed. Federal employees or former
employees who receive royalty payments or participate
(whether as a principal of, a consultant to, or an employee
of an organization that is attempting to commercialize the
invention, or otherwise) in efforts to commercialize their
inventions shall not, because of such receipt or
participation, be deemed to be in violation of section 203,
205, 207, 208, or 209 of title 18 of the United States Code.
In the case of an active employee of the Government, this
section is not intended to negate any requirements which the
agency may have concerning the need for approval of outside
employment.

This provision had OMB and Justice approval in June of 1985. It
was dropped from the bill by the Senate staff because:

o]

It was thought to be unnecessary. Since the authorities in
bill are specific, they should take precedence over the
general conflict of interest provisions of title 18.

The provision would have required referral to the Senate
Judiciary Committee, and might have led to delays. After
the provision was dropped, the Judiciary Committee requested
a 30 referral anyway.

The example in the Act comes directly from the original bill, and
we believe can be taken as the type of activity that Congress
intends. Two further indications of Congressional intent are:

o

Section 14 requires agencies to allow employees to own
inventions the agency does not intend to patent and
commercialize. There have been a number of cases where
agencies, particularly NASA, have allowed employees to leave
a laboratory, obtain licenses to their inventions, and
subsequently sell products based on the inventions to the
Government.

Section 10(a) now includes the following policy statements:
- " Technology transfer, consistent with mission

responsibilities, is a responsibility of each
laboratory science and engineering professional.
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- Each laboratory director shall ensure that efforts to
transfer technology are considered positively in
laboratory job descriptions, employee -promotion
‘policies, and evaluation of job performance of
scientists and engineers in the laboratory.

The relevant conflict of interest sections of 18 U.S.C. are:

o 203 -- Compensation to Members of Congress, officers, and
others in matters affecting the Government.

o] 205 -- Activities of officers and employees in claims
against and other matters affecting the Government.

o) 207 -- Disqualification of former officers and employees;
disqualification of partners of current offficers and
employees.

o 208 -- Acts affecting a personal financial interest.

o 209 -- Salary of Government officials and employees payable

only by United States.

These sections are concerned with situations where the interests
of the United States are likely conflict with those of others.
Most include an "unless otherwise provided by law" caveat. They
largely speak to individuals, not agencies. They don't appear to
be written for a situation where a Federal and a non-Federal
party agree to cooperate on a mutually beneficial basis
authorized by law, and a Federal employee may need interests in
both parties for the cooperation to be effective,

SUGGESTIONS

o] The Act says that agencies can permit employees and former
employees to participate in efforts to commercialize their
inventions to the extent consistent with any applicable
agency requirements and standards of conduct (paragraph
11(b) (4)). The agency requirements and standards of conduct
need not be those in effect before the Act was passed.

There is nothing to prohibit agencies from making special
provisions for use with the Act, and full implementation may
require them.

o It may be wise to allow a waiver of existing standards of
conduct to handle early agreements on a case-by-case basis
until there is a body of experience.

o] Probably the best way to protect an employee from a conflict
of interest situation is to provide for his/her involvement
with the private sector in a cooperative agreement as part
of the resources provided by the laboratory.
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o Except for managing inventions they have been allowed to

own, employees should be required to cooperate with the
private sector through a laboratory agreement.

4. STATUTORY PROVISION

{B) If, in implementing subparagraph (A)., an agency is
unable to resolve potential conflicts of interest within its
current statutory framework, it shall propose necessary
statutory changes to be forwarded to its authorizing
committees in Congress.

SUGGESTION

Most of the statutory based obstacles apply to all agencies and
agency-by—-agency legislation is not the best way to resolve them.
Further, the Executive Branch tends to prefer administrative
discretion to interpret laws over more detailed statutes. 1In
light of the obvious intent of the Act, agencies should try to
interpret existing statutes as permitting the types of individual
involvement necessary to do what the Act anticipates. Agencies
may plan to use the biannual Commerce report on implementation to
recommend statutory changes.

5. STATUTORY PROVISION

{4) The laboratory director in deciding what
cooperative research and development agreements to enter
into shall --

{A) give special consideration to small business
firms, and consortia involving smfall business firms...
SUGGESTION

This should be easy. Some technologies, requiring extensive
resources and capitalization will not be suitable for small
business, while other technologies can only be to commercialized
through small business. So long as a laboratory can show that it
fairly considered or tried to find small business collaborators,
there should be no problem.

6. STATUTORY PROVISION

(4) (B) give preference to business units located
in the United States which agree that products
embodying inventions made under the cooperative
Lesearch and development agreement or produced through
the use of such inventions will be manufactured
substantially in the United States and, in the case of
any industrial organization or other person subject to
the control of a foreign company or government, as
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COMMENT

The first part of this involving domestic manufacture is easy.
Universities do it all the time. While the Act does not say the
domestic preference must be included in licensing agreements,
there is a similar provision in Federal patent licensing statute,
35 U.S.C. 209.

At this time, nobody knows how to handle the second part about
whether a foreign government would allow a U.S. firm similar
opportunities to collaborate. It is not reasonable to expect
most laboratory directors to know what other countries are
allowing, or in some cases, who controls what appears to be a
domestic firm.

SUGGESTIONS

o] Implement the first requirement on domestic manufacture by
including a statement in the license or cooperative
agreement that the non-Federal party agrees to substantially
manufacture in the United States products sold in the United
States that use the invention or results of the cooperative
research.

o] Advise laboratory directors that pending more direct
guidance, they should avoid cooperative agreements or
licenses with companies of other countries where they have
reason to believe U.S. companies would not have similar
opportunities. A rule of reason on what the directors can
know should apply. A.helpful correlation may also be found
between the export licensing restrictions and countries
where U.S. companies would not have similar opportunities.

o The Government may develop policies on this provision, and
sources of the information necessary to apply them. Until
that happens, lab directors who do not already have an
international program, should be advised to emphasize the
domestic manufacture provision. This will probably take
care of most problems related to this provision and they
should ask agency headgarters for guidance in other foreign
involvement situations.

Ts STATUTORY PROVISION

{5) (A) If the head of an agency or his designee
desires an opportunity to disapprove or require the
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modification of any such agreement, the agreement shall

provide a 30 day period within which such action must be
taken beginning on the date the agreement is presented to
him or her by the head of the laboratory concerned,

SUGGESTIONS

o Initial delegation should be made to a level in the agency
that understands the Act and the operations of laboratories.
The delegation should include authority to delegate further
as appropriate.

o Consider a system of approvals where the level of approval
required is a function to the magnitude of the agreement.
Those that only commit small amounts of a person's time or
use of minor facilities could be approved at lower levels --
or even be excluded from approval.

o First of a kind agreements or licenses might require higher
approvals that subsequent agreements or licenses of that are
similar. Agreements or licenses partially similar those
already approved but which differ in some .respects should
only be reviewed for issues raised by the differences.

8. STATUTORY PROVISION

SUGGESTION

Be sure the written emplanation must be transmitted to the
head of the laboratory within the thirty day period.

9. STATUTORY PROVISION

6) Eaghag.ens:yahallmemjzamax_e_cgn_dg_fall
agreements entered into under this section.

SUGGESTION

Every two years, the Secretary of Commerce is to report to the
President and the Congress on agencies' use of the authorities
in the Act. The agency records of agreements will be needed for
this report.



