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bear'Mr. Solombon:

. According to a notice in the February 2, 1978, Federal
Register, the General Services Administration has adopted
-an -unconstitutional rule, to become effective today, March o
20, 1978, allowing universities and non-profit organizations—-
. subject fto certain minimal conditions--to retain the entire
s oarighty title, and interest-in patents on.dinventions made in~-" 7
- the course of all bederally funded research and development
contracts. o

_ If_this policy is implemented, it is likely'that~~over:
the next decade—-these institutions will reap hundreds of
"millions of dollars of profits from work -supported .by the -
- Federal government. .Three Federal agencies alone--HEW, the
" Department of Energy, and the Department of Defense--fund
thousands of contracts, many of which result in the discovery
of medical devices such as artificial hearts, energy saving
. dev1ces, and electronlc equlpment.
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We believe that such-a policy is unconstltutlonal,
unwise, and contrary to the public interest. In Publice
~ Citizen w. Sampson (Civil #781-73--D.D.C. January 17, 2974)

- District Judge Barrington D. Parker declared that the grant-
~ing of exclusive licenses to existing patents .and inventlons
owned by the United States 1s unconstitutional in violation
of article IV, section 3, clause 2. Although that decision
.- was vacated on appeal because the plaintiffs were found to-

. Yack standing to raise the legal arguments, the District
Judge s dec1sion on the ‘merits remains untouched.

_ The regulations to be adopted by the GSA are potential)y
~even mere perniclous because they permit the give-away of
‘patents whose nature, utillty and value are unknown at the
'time of disposal whereas under- the regulabions declared
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unconstltutional, the Executlive branch was at all time aware
of the nature of the patent that 1t was making avallable on
“an exclusive basis. . In addition, the earlier regulations.
provide only disposition of royalty~free licenses; whereas
in this case the grant is of full title subject to a right

of the U.S. to use the patent royalty-free.

In addition, in_1972 Roger C. Cramton, the Assistant
Attorney General for the Department of Justice's Legal
Counsel, in response to a reguest for a legal opinion,
found the granting of execlusive rights unconstitutional,
and then Atforney General Elliot Richardson stated that
", . .such disposal of patent rights through a Government
contract would be Constitutionally suspect unless such dis—
posal were based on valld statutory authority. i

. - The. General Services Administration has no such statutory
authorlty In fact, as far back as 1947 the Justice Department
" held that the Government owns those patents and inventions
which are the result of research and development financed by
_.the. United. .States. The: Constitution-reserves te Congress- tihe -
exclusive authority to make rules and regulatlons—regardlnﬂ-‘
_their use and disposition.

: Nor does the Government Property Act, enacted in 19492
- "to simplify the procurement; utilization, and -disposal of

. Government property," give GSA such authority. A thorough

reading of the Act makes 1t clear that Congress has denied -
GSA. the authority to dispose of valuable rights to government-
owned patents and inventions. Congress gave the Admlnzstrator
of the GS% authority to transfer excess properEy among Federal
"agencies,” and to dispose of surplus property. Thus, if the
rights to government- ~financed patents and inventions are excess
property, they may only be transferred from one federal agency
to another; only if they are surplus property can they be

- dlsposed of outslde the government. Since these patent

rights are obviously not "surplus property!" nothing in the
Government Property Act zuthorizes the GSA to dispose of then

1. Letter from Attorney General Elliot Richardson to Mr.

' A.H. Helvering, Chairman, Implementation Subcommittee
- on Government Patent Policy, Federal Council on 801ence1.
- and Technology, August 23, 1973. -

2. k0o U.S.C. Sec. 471 et seq.

. 3. 40 U.S.C. Sec. 483(a).

4. 40 vU.S.C. Sec. L84,
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to private persons.

Congress ltself has not considered 35 U.S.C. Sec. 261

'sufficient to permit agencles of the Government to dispose

of government-owned patents and inventlons, for when it has
wanted to grant such authority, it has done so in clear and

unmistakable language. Congress granted to the Tennessee |
" Valley Authority the right to grant licenses on patents and
“dinventions beleonging to TVA. - In 1944 Congress authorized

the Secretary of the Interior to grant llcenses on patents
acquired by that agency. In 1954 the Atomiec Energy Commission
was also given specific congressional authorization to transfer.
ownership of. patents and inventions belonging to that agency. -
In the National Aeronautics and Space Act of 1958 Congress.

" gave the Administrator of NASA authority to "promulgate regu-
" lations specifyjng the “terms _and . conditions upon which . ,

licenses -will be granted by the Administration for the-
practice by any person...of.any invention for whiéh. the

- Administrator_holds -a.patent.on behalf.of the United States."

Finally, section 9 of the 1974 Energy Act® demonstrates that

when Congress wanted to provide the Executive Branch  with' = .
““the right to diSpose of rights to ‘future patents developed

through Government-financed R&D contracts, it-did so directly,

~clearly, and in considerable detall. When Congress has

- specifically granted_a particular. power in one instance, .

- "its .silénce-{in another.analdgous-situation] 1s. strong.
evidence thatAitrdid;not‘intend to grant.the power.,"0

Finally, . a81de from the-laeck! of authorjty ‘to .give away
the Government's. patent .rights. to.private. persons,. the- - -

- Geéneral Servites Administratidn has not presented even ae'

shred .of . evidence to show how the proposed policy will _bene—-

| fit the United States.. If-the General’ Servicées Administration

believes:that . the evidence_of beneflt to the United States is

~-compelling, then Congressional.authority should be.sought..

5. 42 U.S.C. See. 5908.

6.. Alcoa Steamship Co. v. Federal Maritime'Comm., 121 U.S. &pp.
D.C. 144, 146, 348 ¥.2d 756, .758 (1965). State Highway
Commission .of Missouri V. Volpe, 479 F.24, 1144 (Bth

- Cir. 1973) : _ . .




©“ . NOTE THE FIVE DIFFERENCES BETWEEN THE HEW IPA AND THE GSA IPA.
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Acting on recommendations that date as far back as 1971. the General
- Services Admm:slmuon {GSA) has amended federal: procurement regula-
tions to permit universities to get a larﬁer share of the commercial benehts
of federaliy financed research.

The new regulations were based primarily on suggestions by a sub-
committee of the Federal Council for Science and Technology that greater
incentives are needed for universities to pursue commercialization of their
research. The GSA regulations would provide this incentive by encouraging
federal agencies to allow. universilies 1o retain possession and control of
their federally financed discoveries; universities. in tum, would be encour- -
aged to license these discoveries to private industry.

Specifically, the regulations provide for a standard agreement between .
federal agencies and universities, known as an Institutional Patent Agree-
ment (IPA). “The agfeements permit . . . institutions. subject to certain

- conditions, to retain the entire right, title, and interest in inventions made in
the course of their contracts”™ with the federal government.

Such agreements are in common use by federal agencies now, but each :

" ‘may have 4 slightly different form. The GSA fegulations reéquire thataltnew =~ - ey
- - IPA’s, meaning any written or rewritten after the effectwe date of 20 March, ’
" must follow a single standard.
- _ . Moreover, the standard specified in the reoulanons is different from the
EENE _ : B IPA’s being used now in several respects according to several fec!eral pat-
S L . . ent officials.

s L : 1) The new IPA can be used to cover research. funded through contracts
as well as grants.

2) The new IPA increases the period of exclusive control that a university

;'f-_: can give to a licensee from 3 years after the initial markenng ofa product to
. e - 5 years after the initial marketing.
T 3} The timé that a licensee spends trying to geta federal regulatory agency

to approve the product will be exempted from the time limits on exclusive

marketing.
4) It permits universities to afﬁhate with for-profit p‘ltent management

' companigs, which are organized to promote the licensing of university dis-

coverties 1o private industry. ' :
5} It removes the ceiling on the amount of rovalties from a discovery that

can be returned to the researcher who invented it, essentially allowing each

university 1o sef its own policy on the-amounts,————

: Ithough - this patent policy is intended to faciitaie the transfer of \
‘/ " research results from laboratory to marketplace, there is some concern '
Wi “on Capitol Hill that it- goes too far in the direction of allowing profit-
making firms to benefit from federally funded research. Also of concern
-is a provision that could pressure researchers to withhold publication

" pending patent filings. Senator Gaylord Nelson (D-Wis.}, chairman of the

" Small Business Committee, hopes to hold hearings before the policy goes
into effect next week. If that carnot be done, he intends to ask the Office
of Management and Budget to delay implementation umli hearings can be _.
scheduled,—R. JEFFREY SMITH
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