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The Committee on the Judiciary to whom was referred the bill
(H.R. 6933) entitled: "To amend the patent and trademark laws",
having considered the same, report favorably thereon with amend
ments and recommend that the bill as amended do pass.

The amendment to the text of the bill is a complete substitute
therefor and appears in italic type in the reported bilL

The title of the bill is amended to reflect the amendment to the
text of the bill.

STATEMENT

THE NEED FOR THE LEGISLATION

Many analysts of the U.S. economy have warned that the roots
of the current recession lie in a longer term economic malaise
which arises out of a failure of American industry to keep pace
with the increased productivity of foreign competitors."

According to the Committee for Economic Development, "the
slowing of productivity improvement during the past few years par
allels the discouraging decline in the rate of investment in plant
and equipment." 2 The rate of investment as a proportion of GNP
has averaged about one half the rate for France and Germany and
about one third the rate for Japan. Further, the situation does not

1 Report of the President's advisory Committee on Industrial Innovation, Sept. 1979.
2 Stimulating Technological Progress. A statement by the Research and Policy Committee of

the Committee for Economic Development, Jan. 1980. pp. 2-7.
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mittee on the Judiciary and are embodied in H.R. 6933 and H.R.
3806.

H.R. 6933 has three major thrusts. First, it strengthens investor
confidence in the certainty of patent rights by creating a system of
administrative reexamination of doubtful patents. Secondly, it
strengthens the financial resources of the Patent Office to provide
fast and accurate processing of patent applications by revising the
fee structure of the. Office. Finally, the existing melange of 26 dif
ferent agency policies on vesting of patent rights in government
funded research is replaced by a single, uniform national policy de
signed to cut down on bureaucracy and encourage private industry
to utilize government funded inventions through the commitment
of the risk capital necessary to develop such inventions to the point
of commercial application.

H.R. 3806 embodies another recommendation of the Advisory
Committee and the President. It grants jurisdiction over appeals in
patent cases to a single court of appeals-ending the current legal
confusion created by 11 different appellate forums, all generating
different interpretations of the patent law. The new court will do a
great deal to improve investors' confidence in patented technology.

In addition to the three broad areas already outlined, H.R. 6933
addresses the special needs of Universities and small businesses
when they attempt to deal with patent issues arising out of govern
ment contracts. Both of these groups lack the resources to cope
with the bewildering regulatory and bureaucratic problems associ
ated with transfer of patent rights pursuant to government con
tracts; and the university sector in particular is an important link
to the private sector.

The Subcommittee on Courts, Civil Liberties and the Administra
tion of Justice held seven days of hearings on H.R. 6933 and relat
ed patent law proposals. In all, over thirty witnesses from Govern
ment, the private Bar, industry, education, small business, and the
judiciary offered testimony on the various legislative proposals
before the subcommittee. Hearings were followed by four days of
markup, during which H.R. 3806, creating a new Court of Appeals
for the Federal Circuit, H.R. 6933, containing reforms in patent
policy and procedures, and H.R. 6934, clarifying the law of copy
right of computer programs, were reported favorably. Each bill was
reported unanimously. The unanimous votes, particularly on H.R.
6933, were cast only after careful examination of the legislation in
light of the criticisms made during the hearings and after consulta
tion with members of the Committee on Science and Technology,
which shares jurisdictional interest. During the course of markup
H.R. 6933 was amended substantially to respond to criticisms
raised during the hearing.

SUMMARY OF THE BILL

H.R. 6933, as amended, addresses four major issues. Section 1
provides for a system of administrative reexamination of patents
within the patent office. This new procedure will permit any party
to petition the patent office to review the efficacy of a patent, sub
sequent to its issuance, on the basis of new information about pre
existing technology which may have escaped review at the time of
the initial examination of the patent application. Reexamination
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Should the invention prove to have no commercial value, the in
ventor has the option of permitting the patent to lapse, thus avoid
ing all further fees.

Section 6 of H.R. 6933 provides for a uniform policy governing
the disposition of patent rights in government funded research.
This would replace the 26 different agency policies now in effect.
There are two patent policies provided in this section. Non-profit
research institutions and small businesses are given preferential
treatment. The legislation establishes a presumption that owner
ship of all patent rights in government funded research will vest in
any contractor who is a non-profit research institution or a small
business. This portion of H.R. 6933 substantially incorporates legis
lation separately introduced, H.R. 2414 (S. 414), entitled the Uni
versity, Small Business Patent Policy Act.

Large businesses are governed by a separate policy. They receive
exclusive licenses for specific uses they intend to commercialize. As
with small business and universities, here too the presumption lies
with the granting of exclusive rights to the Contractor.

Critics of the bill testified that it would be impossible for a con
tractor to determine in good faith his ability to commercialize in a
particular field of use at the time of disclosure of the invention.

As a result and for the purposes of foreign patent rights, the sub
committee approved an amendment which grants temporary title
to a contractor for up to four and one half years before requiring
him to specify his fields of use. This provides for more flexibility
for the contractor while at the same time protecting the taxpaying
public because:

1. The government, not the contractor, will obtain ownership
of patent rights to contract inventions.

2. The government will permit contractors to obtain exclu
sive licenses but only for fields of use in which they intend to
commercialize a patented invention.

3. The government has the right to deny the transfer of ex
clusive rights for any field of use within 90 days of the contrac
tor's disclosure of a field or fields of use he intends to commer
cialize.

4. Public interest antitrust and national security standards
are to be applied by the government in making such determi
nation whether to deny an exclusive license.

From a contractor point of view, the amendment offers many of
the advantages of patent ownership, including full title abroad and
the right to sublicense domestically.

From an innovation point of view, the requirement that exclu
sive licenses be limited to specified fields of use that the contractor
intends to commercialize should prevent sitting on technology, and
spur innovation.

Some contractors, particularly in the defense area, will lose some
rights which they presently receive through full waiver. However,
the overwhelming number of contractors will receive faster, more
efficient treatment under these provisions. For example, delays in
acting on patent right waiver requests, which now take on the
average a year and a half in agencies like the Department of
Energy, will be eliminated. Contractors will know their rights with
certainty within 90 days of identifying a specific field of use under
a patent to a government financed invention.
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termination. Further, it would permit the Commissioner to initiate
reexamination without a request upon a determination that a sub
stantial new question of patentability is raised by patents or publi
cations discovered by him or cited under the provisions of section
301. This authority to initiate reexamination without a request is
not intended to abrogate in any way the right of the United States
to sue to cancel a patent obtained by fraudulent means.

This "substantial new question" requirement would protect pat
entees from having to respond to, or participate in unjustified reex
aminations. Further, it would act to bar reconsideration of any ar
gument already decided by the Office, whether during the original
examination or an earlier reexamination.

Subsection 303(b) requires that the Commissioner's determina
tion be recorded in the file of the patent and a copy promptly sent
to the patent owner and the person requesting the reexamination.

Subsection 303(c) makes final and nonappealable a decision by
the Commissioner not to conduct reexamination. In such a case,
however, a portion of the reexamination fee could be returned.

Noone would be deprived of any legal right by a denial by the
Commissioner of a request for reexamination. A party to a reexa
mination proceeding could still argue in any subsequent litigation
that the PTO erred and that the patent is invalid on the basis of
the cited prior art.

Section 304. Reexamination order by Commissioner
Section 304 specifies the initial steps to be taken where the Com

missioner determines that reexamination should be ordered. Upon
issuance of a determination ordering reexamination, the patent
owner would be given the opportunity to file a statement with the
Office and, if he wishes, to propose an amendment to the specifica
tion or claims of his patent as well as a new claim or claims in re
sponse to the Commissioner's determination. The patent owner
would be required to serve a copy of any such statement and any \
proposed amendment on the person requesting reexamination, WhO)\
would be permitted to file a reply with the Office, with service re-
quired on the patent owner. \

Section 305. Conduct of reexamination proceedings \
I

Section 305 governs the conduct of the actual reexamination pro
ceeding. Section 305 specifies that after the initial exchange per
mitted under section 304, the PTO will utilize the same procedures
it uses for the initial examination of patent applications under
patent .law sections 132 and 133. The patent owner could propose
an amendment to his patent specification or claims, as well as pro
pose a new': .im or claims, to distinguish his invention from the
prior art cited under section 301. However, the bill would prohibit
the Commissioner from granting during reexamination any amend
ed or new claim that enlarges the scope of a claim of the original
patent. Also, the bill would require reexamination to be promptly
handled, so as to make it as helpful as possible.

Section 306. Appeal '-,
Section 306 grar:-ts ~ patent owner the .right to purs~ ~a!ile

appeal routes available to patent applicants, An adverse decision
on reexamination by the primary examiner could be appeaJ~

-,
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fees, the cost of the patent examiners and their clerical support, as
well as quality review, appeals, interferences, and patent printing
including internal PTO printing costs. Also, "actual" is intended to
exclude from such costs the acquisition or replacement of equip
ment where such acquisition or replacement involves substantial
capital outlays. Such expenditures would be paid from the Patent
and Trademark Office's appropriation. The cost of data and docu
ment retrieval systems, however, to the extent that these expendi
tures goes toward the reclassification of the patent search file,
should be borne 50 percent by the public. These are the actual
costs of processing patent applications, an activity which confers
certain direct benefits on private persons.

The committee notes that the PTO furnishes to the public copies
of issued patents for a fee. The costs to the PTO of such copies
should be charged to applicants.

The trademark examiners and their clerical support, the trial
and appeal process, and trademark printing should be paid for to
the extent of 50 percent by applicants for the registration of trade
marks.

Some of the cost of operating the PTO confers no direct benefit
to the general public, but rather goes to providing services to pri
vate parties. The cost of customer services such as providing copies
should be recovered 100 percent in fees. Also, in the patent process,
drafting and assignments should be self-supporting.

ILLUSTRATIVE EXAMPLE OF PTO RECOVERY POLICY-BASED ON FISCAL
YEAR 1981 BUDGET

1. Government 100 percent: Commissioner (includes Office of In
formation Services); Office of Legislation and International Affairs;
Management planning; Administrative services; Automatic data
processing; and Search room.

II. Government 50 percent/users 50 percent: Examination-pro
fessional staff; Quality review; Clerical force; Appeals; Interfer
ences; Patent printing; Solicitor; Data and document retrieval; pub
lication services; Examination of trademarks; Trademark trial and
appeal; and Trademark printing.

III. Users 100 percent: Customer services; drafting; and assign
ment.

Section 41. Patent fees
Subsection 41(a) authorizes the Secretary of Commerce to set fees

administratively for processing a patent application, for maintain
ing a patent in force, arid for providing all other patent services
and materials.

Subsection 41(b) requires the Secretary of Commerce to establish
fees for processing patent applications, from filing to disposition by
issuance or abandonment, equal in aggregate to 25 percent of the
estimated average cost of actually processing an application. As fee
revenues and costs change, the Secretary would adjust fees to
achieve the specified recovery rate once every three years. These
fees are those of the type now specified in paragraphs 1, 2, 3, and 6
of existing subsection 41(a) of the patent laws. The Secretary would
have authority to eliminate or change the amounts of any of the
present fees and establish others, so long as a fee charged directly

67-295 0 - 80 - 2
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Subsection 42(c) makes fee revenues credited to the PTO Appro
priation Account available to the Secretary of Commerce to carry
out the activities of the Patent and Trademark Office. Budgetary
control is maintained since the PTO would continue to receive ap
propriations and the use of fee revenues would be limited "to the
extent provided for in an appropriations Acts."

Subsection 42(d) authorizes the Secretary to refund any fee paid
by mistake or any account paid in excess of that required. This au
thority is found in existing section 42.

TECHNICAL AMENDMENT

Section 4 of the bill is a technical amendment to section 154 of
the patent laws necessitated by creation of the maintenance fee
system.

TRADEMARK FEES

Section 5 of the bill amends existing section 31 of the Trademark
Act of 1946 as amended (15 U.S.C. 1113) to modernize the trade
mark fee system. The present statutory fees specified in this sec
tion would be replaced by fees established by the Secretary.

Section 31. Fees
Subsection 31(a) permits the Secretary to eliminate or vary some

present fees and to establish others. Fees for trademark examina
tion and processing, as well as for products and services provided
in connection with trademarks, would be required to recover 50
percent of all costs of these products and services. Fees could he
changed only once every three years.

Subsection (b) permits the Commissioner to waive the payment of
any fee in connection with an occasional request from another gov
ernment agency, and provides that no fee shall be charged to the
Indian Arts and Crafts Board to register government trademarks of
genuineness and quality for Indian products or for products of par
ticular Indian tribes and groups.

GOVERNMENT PATENT POLICY

Section 6 of the bill amends title 35 of the United States Code by
adding after chapter 37 a new chapter 38, entitled the Government
Patent Policy Act of 1980, to establish a uniform federal system for
the commercialization and allocation of rights in inventions result
ing from federally sponsored or supported research and develop
ment. Chapter 38 is divided into four subchapters which together
add thirty-one new sections to title 35.

Section 381. Title
Section 381 provides for the chapter to be known as the Govern

ment Patent Policy Act of 1980.
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Commercialization or marketing of products or processes em
bodying an invention may initially be accomplished by a contractor
prior to reporting his field of use selection to the Government,
which is a prerequisite to obtaining an exclusive license under sec
tion 384(b) and (c), if the contractor elects to initially commercialize
or market such products or processes pursuant to the non-exclusive
license provisions of section 385. Upon the contractor thereafter
filing the field of use list or lists for such processes or products,
such non-exclusive license shall become an exclusive license for the
selected fields of use upon the expiration of the 90-day period pro
vided in subsection (c) unless the Government notifies the contrac
tor within such 90-day period of a contrary determination made
under subsection (d).

Subsection (b) provides for the contractor to receive an exclusive
license in each described field of use if it fields a United states
patent application within a reasonable time. The contractor's li
cense is subject to the Government's minumum rights under sec
tion 386 and march-in rights under section 387.

Subsection (c) profides that the contractor will automatically ac
quire an exclusive license for each described field of use by oper
ation of law ninety days after providing the responsible agency
with the field of use report required by subsection (a) of section 384
unless the agency earlier notifies the contractor of a contrary de
termination under subsection (d) of this section with respect to
such field of use. In that case, the contractor would acquire an ex
clusive license by operation of law in all other selected fields of use,
if any. The Committee believes that expedition and predictability
are two essential ingredients of achieving commercialization of
Government funded inventions and therefore intends that the 90
day period be a maximum time not subject to extension even by
consent of the Contractor. Also for this reason, it is the Commit
tee's intent that there be a prsumption in favor of the contractor
receiving such exclusive license, and the Committee intends that
contractors shall receive such exclusive licenses except in the most.
extraordinary of circumstances.

Subsection (d) sets forth the basis for an agency determination
that a contractor will not receive an exclusive license in a selected
field of use.

The contractor will not acquire an exclusive license in
any field of use if the responsible agency determines that
the contractor's possession of such license: (1) would
impair national security; or (2) would create or maintain a
situation inconsistent with the antitrust laws.

Subsection (b) is intended to be permissive and is not intended to
result in the creation of special sections or the hiring of additional
personnel for its administration. An agency is not required to un
dertake any determination, perhaps preferring except in extraordi
nary cases, to await actual experience under the exclusive license
to see whether circumstances then justify exercise of a march-in
right reserved by section 387. Further, to reduce administrative
burdens and to increase the security of the contractor in its knowl
edge that it will receive exclusive rights in the invention, the scope
of the agency's inquiry underlying this determination is limited.
The agency's review should focus on those unforseen antitrust and
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ganization and to existing licensees who the contractor is obligated
to license or to assure freedom from infringement liability.

Section 386. Minimum Government rights
Subsection (a) sets forth the minimum rights the Government

has in every contract invention, unless waived under the authority
of section 388. These minimum righs included:

(1) "The right to require from the contractor written reports
on the use of the invention if patented;

(2) A royalty-free worldwide license to practice the invention
or have it practiced for the Government; and

(3) The right to license or sublicense state and local govern
ments to practice the invention or have it practiced for them,
if the agency determines at the time of contracting that acqui
sition of this right would serve the national interest."

Subsection (b) requires that whenever the Government has rights
in a contract invention, notice to that effect shall be included in
each United States patent application and patent on the invention.

Sec. 387. March-in rights.
Section 387 sets forth the basis on which the responsible agency

may terminate the contractor's title or exclusive rights with re
spect to one or more fields of use in any patent on a contract in
vention; may require the contractor to grant appropriate license or
sublicense to responsible applicants; or, if necessary, may grant
such licenses or sublicenses itself.

Subsection (a) sets forth the grounds for exercise of the Govern
ment's march-in rights:

(1) If the contractor has not taken and is not expected to
take timely and effective action to achieve practical applica
tion of the invention in one or more of the fields of use select
ed,

(2) If necessary to protect the national security;
(3) If necessary to meet requirements for public use specified

by Federal regulation;
(4) If continuation of the contractor's rights in the invention

would create or maintain a situation inconsistent with the
antitrust laws; or

(5) If the contractor has failed to comply with the reporting
requirements of this Act with respect to such invention.

The Government may march in only in a field of use which gives
rise to one or more of the situations described in the above five
paragraphs. The fact that a contractor's behavior does not give rise
to such a situation with respect to some fields of use will not pre
vent the Government from marching in in another field of use.

This section is intended to continue existing practice and the
Committee intends that agencies continue to use the march-in pro
visions in as a restrained and judicious manner as in the past.

Subsection (b) permits the responsible agency to exercise its
march-in rights either on its own initiative or in response to a peti
tion from an interested person justifying such action. Agency fail
ure to initiate a march-in proceedi~gi'i..n response to a petition is
not a determination appealable to Ute United States Court of Cus
toms and Patent Appeals under section 407.
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agency. The Government is prohibited from publishing or releasing
these reports until the earlier of one year after their receipt or the
final disposition of rights under this subchapter.

Section 393. Criteria for the allocation of rights
Section 393 establishes the criteria for allocation of invention

rights between the Government and its employee-inventor. Basical
ly, the allocation depends upon the relationship of the invention to
the employee's work and the use of Government resources.

Paragraph (1) provides for Government acquisition of all inven
tion rights if the invention bears a direct relation to the duties of
the employee-inventor or was made in consequence of the employ
ee's employment.

Paragraph (2) provides that, where the invention neither bears a
direct relation to the employee's duties nor was made in conse
quence of the employee's employment, but was made with a contri
bution of Federal resources, the employee may receive all rights in
the invention subject to a nonexclusive royalty-free worldwide li
cense to the Government to practice the invention or have it prac
ticed for the Government as well as to sublicense State, local, or
foreign governments if acquisition of this right would serve the na
tional interest.

Paragraph (3) permits the Government to waive to the employee
its rights under paragraph (1) of this section , subject to the Gov
ernment license described in paragraph (2) of this section.

Paragraph (4) requires the Government to acquire all rights in
any invention if the national security might be impaired should
the employee-inventor receive rights to it, notwithstanding the pro
visions of paragraphs (2) or (3) of this section.

Paragraph (5) entitles an employee-inventor to all rights in an
invention made by the employee not covered by paragraphs (1), (2),
or (3) of this section.

Paragraph (6) permits the Government to enter into agreements
allocating rights in inventions resulting from research and develop
ment to which other parties have contributed substantially, not
withstanding paragraph (1) of this section.

Section 394. Presumptions
Section 304 establishes rebuttable presumptions for the applica

tion of the criteria set forth in section 393.
Subsection (a) sets out employee duties which establish a rebutta

ble presumption that an invention falls within the criteria of para
graph (1) of section 393. Thus, for example, if an employee is as
signed to conduct research and development work, it is presumed
that the Government will have the right to title in any invention
made.

Subsection (b) establishes a rebuttable presumption that an in
vention made by an employee whose duties fall outside those listed
in paragraph (a) of this section falls within the criteria of para
graph (2) of section 393, reserving to the employee title to an em
ployee-invention subject to certain license rights in the Govern
ment.

67-295 0 - 80 - 3
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or after exercise of the march-in provisions. However it does not
apply to licenses established by the other sections of subchapter I.

Section 401. Exclusive or partially exclusive licenses
Section 401 sets out terms and conditions under which a Federal

agency may grant an exclusive or partially exclusive license.
Subsection (a) provides that an exclusive or partially exclusive

domestic license not automatically granted under section 384 may
be granted only after public notice and opportunity for filing writ
ten objections and only if the responsible agency determines that
such licensing is necessary to achieve practical application of the
invention and that the scope of proposed exclusivity is not greater
than reasonably necessary.

Subsection (b) provides that an exclusive or partially exclusive
foreign license may be granted only after public notice and oppor
tunity for filing written objections and after a determination
whether the interests of the Government or of United States indus
try in foreign commerce will be enhanced.

Subsection (c) prohibits the granting of a license under this sec
tion if the responsible agency determines that the grant would
create or maintain a situation inconsistent with the antitrust laws.

Subsection (d) requires Federal agencies to maintain publicly
available, periodically updated records of their determinations to
grant exclusive or partially exclusive licenses.

Section 402. Minimum Government rights
Section 402 sets forth the minimum rights the Government is to

have in every exclusive or partially exclusive license. These mini
mum rights include:

(1) "The right to require from the licensee written reports on
the use of the invention;

(2) A royalty-free, worldwide right to practice the invention
or have it practiced for the Government; and

(3) The right to license State and local, to practice the inven
tion or have it practiced for them if the agency determines
that reservation of this right would serve the national interest."

Section 403. March-in rights
Section 403 sets forth the basis on which the responsible agency

may terminate an exclusive or partially exclusive license.
Subsection (a) sets forth the grounds for such termination.

(1) "If the licensee has not taken and is not expected to take
timely and effective action to achieve practical application of
the invention in the fields of use affected;

(2) If necessary to protect national security;
(3) If necessary to meet requirements for public use specified

by Federal regulation;
(4) Continuation of licensee's rights in the invention would

create or maintain a situation inconsistent with the antitrust
laws; or

(5) If the licensee has failed to comply with the terms of the
license."

Subsection (b) permits the responsible agency to exercise its
march-in rights either on its own initiative or in response to a peti
tion from an interested person.
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which the United States, any agency, and any interested person
may participate.

Subsection (b) permits the United States or an adversely affected
participant to appeal a subsection (a) determination to the United
States Court of Customs and Patent Appeals within sixty days
after it is issued. The Court of Customs and Patent Appeals is
given exclusive jurisdiction to determine the matter de novo, af
firming, reversing, or modifying the agency determination. The
burden of proof shall rest with the agency.

Section 408. Relationship to other laws
Section 408 is intended to remove any implication that the act

provides immunity from the antitrust laws.

Section 409. Authority of Federal agencies
Subsections (a), (b), (c), (d), (e), and (f) set forth the authority of

Federal agencies to protect patent rights at home and abroad in
"any invention in which the Government has an interest in order
to promote the use of inventions having significant commercial po
tential or otherwise advance the national interest"-to license fed
erally-owned patent rights; to transfer patent rights to and accept
transfers of patent rights from other agencies without regard to
the property transfer procedures required by the Federal Property
and Administrative Services Act of 1949 (40 U.S.C. 471); to with
hold publication or release of information disclosing any invention
long enough for patent applications to be filed; to promote the li
censing of federally-owned patent rights; and to enter into con
tracts to accomplish the purpose of this section.

Section 410. Responsibilities of the Secretary of Commerce
Section 410 provides the authorities necessary for the Depart

ment of Commerce effectively to assist other Federal agencies ad
minister the licensing of federally-owned inventions. Paragraph
(a)(2) authorizes the Secretary of Commerce to coordinate a pro
gram to help agencies carry out their authorities under section 409.

Paragraph (a)(6) authorizes the Secretary to publish notices of all
federally-owned patent rights available for licensing.

Paragraph (a)(3) authorizes the Secretary to evaluate inventions
referred to it by Federal agencies in order to identify those inven
tions with the greatest commercial potential.

Paragraph (a)(5) authorizes the Secretary to develop and manage
a government-wide program, with private sector participation, to
stimulate transfer to the private sector of potentially valuable fed
erally-owned technology through the dissemination of information
about the technology.

Paragraph (a)(4) authorizes the Secretary to assist the Federal
agencies in seeking and maintaining patent protection in any coun
try, including the payment of fees and costs.

Paragraph (a)(l) authorizes the Secretary to consult with the
Federal agencies about areas of science and technology with com
mercial potential.

Paragraph (a)(7) requires the Secretary, seven years after the
date of enactment of the Act, to report on its operative effect to the
Congress.
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Subsection 8(c) provides that the authority to credit fee revenues
to the Office's Appropriation Account take effect as of the first day
of the first fiscal year beginning one calendar year after enact
ment. Thus, at least one year would be available to obtain needed
administrative approval and implement an appropriate accounting
system. However, until section 3 takes effect, the Secretary, in
order to pay reexamination costs, may credit the Patent and Trade
mark Office Appropriation Account with the revenues from collect
ed reexamination fees.

Subsection 8(d) continues existing fees until new fees are estab
lished.

Subsection 8(e) provides that maintenance fees shall not be appli
cable to patents applied for prior to the day of enactment of this
Act.

Subsection 8(f) provides that sections 6 and 7 of this bill which
establish a uniform patent policy and make necessary conforming
amendments to existing laws take effect six months after enact
ment.

STUDY OF THE PATENT, TRADEMARK, AND COPYRIGHT SYSTEMS!

Section (a) provides that, on or before July 1, 1981, the Comptrol
ler General will report to the Congress and the President with\ re
spect to the Patent and Trademark Office, the Copyright Office,
and the Copyright Royalty Tribunal with a view toward the desir
ability of of merging them.

COMPUTERIZATION OF THE PATENT SEARCH FILE

Subsection 10(a) requires the Commissioner of Patents and
Trademarks to report to the Congress, within six months of the ef
fective date of the Act, on computerized data and retrieval state of
the art systems for all aspects of operations of the Office.

Subsection (b) requires the Commissioner to submit additional re
ports to the Congress every six months until such a plan is fully
implemented.

CREATION OF AN INDEPENDENT PATENT OFFICE

Section 11 creates the Patent and Trademark Office as an inde
pendent agency, separate from the Department of Commerce, of
which it is now a part.

COPYRIGHTABILITY OF COMPUTER PROGRAMS

Section 12 erubodies the recommendations of the Commission,~
new Technological Uses of Copyrighted Works with respect to clani
fying the law of copyright of computer software. ii

During the course of Committee consideration the question wa$
raised as to whether the bill would restrict remedies for protectiori
of computer software under state law, especially unfair competition:
and trade secret laws. The Committee consulted the Copyright]
Office for its opinion as to whether section 301 of the 1976 Copy-]
right Act in any way pre-empted these and other forms of state law \
protection for computer software. On the basis of this advice and'



25

3. Bill status: As ordered reported by the House Committee on
the Judiciary on August 20, 1980.

4. Bill purpose: The bill would establish the Patent and Trade
mark Office (PTa) as an independent agency, removing it from the
Department of Commerce (DOC). It would provide for a system of
administrative reexaminations, establish a new fee structure, and
create a· uniform government policy regarding patent rights. H.R.
6933 would require the General Accounting Office (GAO) to report
on the desirability of merging the PTa with the Copyright Office
and the Copyright Royalty Tribunal. The PTa would also be re
quired to report every six months on the progress being made to
wards implementation of a computerized data and retrieval system.
Finally, H.R. 6933 repeals section 117 of the 1976 Copyright Act to
clarify copyright laws regarding computer programs.

5. Cost estimate: The table below reflects the budget impact re
sulting from a change proposed by H.R. 6933 in the classification of
the fees received by the PTa.

[By fiscal years, in millions ofdollars]

1981 1982

Revenue reduction......... 1.8 23.2
Net spending reduction:

Estimated authorization level.................... 1.5 23.7
Estimated outlays...................................... 2.0 24.6

Net budget impact '. . - 0.2 -1.4

1983 1984 1985

23.8 24.3 24.8

24.7 25.6 31.6
24.7 25.6 31.6

-0.9 -1.3 -6.8

1 Negative sign indicates increased surplus or decreased deficit.

The costs of this bill fall primarily within budget subfunction
376.

6. Basis of estimate: For purposes of this estimate, it is assumed
that this bill will be enacted around October 1, 1980.

Reexamination ofpatents
H.R. 6933 would allow any party to petition the PTa to reexa

mine a patent for validity. The cost of reexamination would be paid
by the party based on a fee structure established by the Commis
sioner of Patents. It is anticipated that the number of patent appli
cations for reexaminations will be limited by the cost involved and
the potential for commercial development. Based on rates currently
available in foreign countries for similar procedures, as well as es
timates provided by the PTa, it is estimated that the number of
appeals will be approximately 500 in fiscal year 1981, increasing to
2,000 by 1982, and remain relatively stable thereafter.

Although the bill does not specifically authorize funding for this
purpose, it is assumed that additional staff will be required to
handle the reexamination procedures. Based on PTO data, it is esti
mated that the average cost per employee, including overhead and
benefits, would be approximately $40,000 in fiscal year 1981. As
suming approximately 30 hours per reexamination, plus clerical
support, it is estimated that approximately 55 appeals could be re
viewed annually by a professional staff member. It is estimated
that the cost of this procedure would be approximately $0.4 million
in fiscal year 1981, which reflects six months' activity. Costs are es-
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Government patent policy
H.R. 6933 would establish a uniform federal system for the com

mercialization and allocation of rights in inventions resulting from
federally sponsored or supported research and development. The
bill would allow contractors from small businesses and non-profit
institutions to acquire title to inventions resulting from govern
ment funded research. Other contractors could receive exclusive li
censes for specific uses. The bill directs the Office of Federal Pro
curement Policy (OFPP) to issue regulations to implement these
policy changes. According to the OFPP, the cost of revising existing
regulations would be minimal. It is estimated implementation of
these changes in the various federal agencies, including training,
would cost approximately $650,000 in fiscal year 1981. Outlays are
estimated to be 90 percent the first year and 10 percent the second
year.

H.R. 6933 would revise the criteria for allocation of invention
rights between the federal government and employees who produce
inventions. To stimulate innovation, the bill would establish an in
centive cash awards program to federal employee-inventors. The
award are to be paid from funds from royalities or agency appro
priations; consequently, it is estimated that this provision would
result in no additional cost to the government.

The bill also authorizes federal agencies to share income from li
censing the government's patent rights with the employee-inven
tor. It is not possible at this time to estimate the extent to which
royalties will be generated or shared with employee-inventors.

Establish an indepenant PTO
H.R. 6933 would create an independent PTO, which is currently

an agency within DOC. Based on data provided by the PTO, it is
estimated that the net additional cost of this reorganization would
be approximately $130,000 in fiscal year 1981. Adjusted for infla
tion, it is estimated that the cost would increase to approximately
$190,000 by fiscal year 1985.

GAO Study
The GAO estimates that the cost of analyzing the feasibility of

merging the PTO with the Copyright Office and the Copyright Roy
alty Tribunal would be approximately $250,000 in fiscal year 1981.

Other
The bill would repeal section 117 of the 1976 Copyright Act,

which disclaims any intent to modify the pre-existing copyright law
for computer programs. This has the effect of clearly applying the
1976 law to computer programs, which is not expected to have a
cost impact upon the federal government.

In addition, H.R. 6933 outlines the responsibilities of the Secre
tary of Commerce to assist agencies and others in promoting access
to patent information. Currently these activities are being per
formed by the National Technical Information Service (NTIS), cre
ated in 1970. The President is requesting approximately $740,000
for these activities in fiscal year 1981, which is about the same
level of funding in the current fiscal year. The bill would authorize
the appropriation of such sums as may be necessary for these activ
ities. Since current law authorizes these activities it is estimated



DISSENTING VIEWS OF HONORABLE JACK BROOKS

The major problem I have with H.R. 6933 is that it violates a
basic provision of the unwritten contract between the citizens of
this country and their government; namely, that what the govern
ment acquires through the expenditure of its citizens' taxes, the
government owns. Assigning automatic patent rights and exclusive
licenses to companies or organizations for inventions developed at
government expense is a pure giveaway of rights that properly
belong to the people.

The argument is made by proponents of the bill that it will spur
productivity, a goal that is both necessary and desirable if the
United States is to regain its position in the world economy. But
that argument ignores the fact that the Federal Government is al
ready paying half the costs of research and development in the
United States at an annual cost of $30 billion. No companies or
nonprofit organizations that I know of have been turning down
that money because they are not now receiving automatic patent
and exclusive licensing rights. So unless it is the intent of the sup
porters of H.R. 6933 that the government greatly increase this al
ready enormous public investment in research and development, I
fail to see how enactment of the bill will lead to increased produc
tion.

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

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

Another provision of this bill that I strongly oppose is the remov
al of the Patent Office from the Department of Commerce and its
establishment as an independent office. I have seen no evidence

(29)
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dream. If he is successful, the government gives him highly profit
able monopoly rights over the product; and, if he fails, well, he
hasn't lost anything. There is simply not sufficient evidence to sup
port the creation of another welfare fund for private business
which can only serve as a disincentive for private investment.

EMPHASIS ON PROFIT RATHER THAN PUBLIC PURPOSE

The policies and objectives of government funding of research
and development should be determined on the basis of what is in
the best interest of the public. They should not be legislated to par
allel the policies and practices followed by commercial establish
ments. To do this would change the direction of Federal research
and development from a process of intellectual and technological
innovation for the general welfare of the people to one which em
phasizes the profit incentive underlying commercialization in the
marketplace. When a grant or contract determination for research
and development includes an automatic concession of exclusive
rights to commercialize any resulting invention, technological inno
vation will be of concern to the contractor only to the extent it con
tributes to the production of a profitable product.

REIMBURSEMENT PROVISIONS INSUFFICIENT

While there are provisions in the bill for recovery of government
funded research and development costs in certain instances, the ex
ceptions for reimbursement have a tendency to render the provi
sions meaningless. Section 390(c)(2) permits exemptions from reim
bursement where the Federal government's contribution to the
technology as licensed or utilized is insubstantial compared with
private investment made or to be made. The private investment
"to be made" is highly speculative at best. Any good accountant
should be able to show that the government's investment is mini
mal compared to what the marketer "expects" to spend.

Section 390(c)(4) permits waiver of reimbursement where the gov
ernment funding of the technology with the contractor is less than
$1 million, a clearly arbitrary exclusion.

Section 390(c)(5) permits foregoing payment when it would place
the contractor at a competitive disadvantage or would stifle com
mercial utilization of the technology. How repayment of research
and development costs would place a contractor at a competitive
disadvantage is not quite clear where an exclusive license pre
cludes competition.

Subsection 6 permits exemption from payment when "it is other
wise in the best interest of the government and the general
public." It is hard to imagine a taxpayer who, having funded the
cost. and borne the risk of the research and development of a prod
uct, would conclude that it is in his best interests not to be reim
bursed from the proceeds accruing to the contractor.

INDEPENDENT PATENT OFFICE

The bill as amended will take the Patent Office out of the De
partment of Commerce, where it has been for many years. This
action will require more funds and will not provide the benefits
claimed.
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CHANGES IN EXISTING LAW MADE BY THE BILL, As REPORTED

In compliance with clause 3 of Rule XIII of the Rules of the
House of Representatives, changes in existing law made by the bill,
as reported, are shown as follows (existing law proposed to be omit
ted is enclosed in black brackets, new matter is printed in italics,
existing law in which no change is proposed is shown in roman):

TITLE 35, UNITED STATES CODE

* * * * * * *

PART I-PATENT AND TRADEMARK OFFICE

* * * * * * *
CHAPTER

* *

I-ESTABLISHMENT,
FUNCTIONS

* * *

OFFICERS,

* *
§ 1. Establishment

[The Patent and Trademark Office shall continue as an office in
the Department of Commerce, where records, books, drawings,
specifications, and other papers and things pertaining to patents
and to trademark registrations shall be kept and preserved, except
as otherwise provided by law.]

§1. Establishment
The Patent and Trademark Office, referred to in this chapter as

the "Office," shall be an independent agency, where records, books,
drawings, specifications, and other papers and things pertaining to
patents and to trademark registrations shall be kept and preserved,
except as otherwise provided by law.

* * * * * * *
§ 3. Officers and employees

(a) There shall be in the Patent and Trademark Office a Commis
sioner of Patents and Trademarks, a Deputy Commissioner, two
Assistant Ccommissioners, and not more than fifteen examiners-in
chief. The Deputy Commissioner, or, in the event of a vacancy in
that office, the Assistant Commissioner senior in date of appoint
ment shall fill the office of Commissioner during a vacancy in that
office until the Commissioner is appointed and takes office. The
Commissioner of Patents and Trademarks, the Deputy Commission
er, and the Assistant Commissioners shall be appointed by the
President, by and with the advice and consent of the Senate. [The
Secretary of Commerce, upon the nomination of the Commissioner,
in accordance with law shall appoint all other officers and employ
ees.] The Commissioner shall be the Chief Officer of the Office and
shall be a person knowledgeable in patent and trademark matters.
The Commissioner shall be appointed for a fixed term of six years
and shall be removable from office by the President for good cause.
The Commissioner shall appoint all other officers and employees of
the Office.
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§ 7. Board of Appeals
The examiners-in-chief shall be persons of competent legal

knowledge and scientific ability, who shall be appointed under the
classified civil service. The Commissioner, the deputy commission
er, the assistant commissioners, and the examiners-in-chief shall
constitute a Board of Appeals, which on written appeal of the ap
plicant, shall review adverse decisions of examiners upon applica
tions for patents. Each appeal shall be herd by at least three mem
bers of the Board of Appeals, the members hearing such appeal to
be designated by the Commissioner. The Board of Appeals has sole
power to grant rehearings.

Whenever the Commissioner considers it necessary to maintain
the work of the Board of Appeals current, he may designate any
patent examiner of the primary examiner grade or higher, having
the requisite ability, to serve as examiner-in-chief for periods not
exceeding six months each. An examiner so designated shall be
qualified to act as a member of the Board of Appeals. Not more
than one such primary examiner shall be a member of the Board of
Appeals hearing an appeal. The [Secretary of Commerce] Com
missioner is authorized to fix the per annum rate of basic compen
sation of each designated examiner-in-chief in the Patent and
Trademark Office at not in excess of the maximum scheduled rate
provided for positions in grade 16 of the General Schedule of the
Classification Act of 1949, as amended. The per annum rate of
basic compensation of each designated examiner-in-chief shall be
adjusted, at the close of the period for which he was designated to
act as examiner-in-chief, to the per annum rate of basic compensa
tion which he would have been receiving at the close of such period
if such designation had not been made.

* * * * * * *

CHAPTER 3-PRACTICE BEFORE PATENT AND
TRADEMARK OFFICE

* * * * * * *
§ 31. Regulations for agents and attorneys

The Commissioner[, subject to the approval of the Secretary of
Commerce,] may prescribe regulations governing the recognition
and conduct of agents, attorneys, or other persons representing ap
plicants or other parties before the Patent and Trademark Office
and may require them, before being recognized as representatives
of applicants or other persons, to show that they are of good moral
character and reputation and are possessed of the necessary quali
fications to render to applicants or other persons valuable service,
advice, and assistance in the presentation or prosecution of their
applications or other business before the Office.

* * * * * * *

CHAPTER 4-PATENT FEES
Sec.
41. Patent fees.
42. Payment of patent fees; return of excess amounts.
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[(b) The Commissioner may establish charges for copies of rec
ords, publications, or services furnished by the Patent and Trade
mark Office, not specified above.

[(c) The fees prescribed by or under this section shall apply to
any other Government department or agency, or officer thereof,
except that the Commissioner may waive the payment of any fee
for services or materials in cases of occasional or incidental re
quests by a Government department or agency, or officer thereof.]

§41. Patent fees
(a) The Commissioner of Patents will establish fees for the proc

essing of an application for a patent, from filing through disposi
tion by issuance or abandonment, for maintaining a patent in force,
and for providing all other services and materials related to pat
ents. No fee will be established for maintaining a design patent in
force.

(b) By the first day of the first fiscal year beginning on or after
one calendar year after enactment of this Act, fees for the actual
processing of an application for a patent, other than for a design
patent, from filing through disposition by issuance or abandonment,
will recover in aggregate 25 per centum of the estimated average cost
to the Office of such processing. By the first day of the first fiscal
year beginning on or after one calendar year after enactment, fees
for the processing of an application for a design patent, from filing
through disposition by issuance or abandonment, will recover in ag
gregate 50 per centum of the estimated average cost to the Office .. of
such processing.

(c) By the fifteenth fiscal year following the date of enactment of
this Act, fees for maintaining patents in force will recover 25 per
centum of the estimated cost to the Office, for the year in which
such maintenance fees are received, of the actual processing all ap
plications for patents, other than for design patents, from filing
through disposition by issuance or abandonment. Fees for maintain
ing a patent in force will be due three years and six months, seven
years and six months, and eleven years and six months after the
grant of the patent. Unless payment of the applicable maintenance
fee is received in the Patent and Trademark Office on or before the
date the fee is due or within a grace period of six months thereafter,
the patent will expire as of the end of such grace period. The Com
missioner may require the payment of a surcharge as a condition of
accepting within such six-month grace periodthe late payment of an
applicable maintenance fee.

(d) By the first day of the first fiscal year beginning on or after
one calendar year after enactment, fees for all other services or ma
terials related to patents will recover the estimated average cost to
the. Office of performing the service or furnishing the .material: The
yearly fee for providing a library specified .. in section 13 of this title
with uncertified printed copies. of the 'specifications and drawings
for all patents issued. in that year will be $50.

(e) .The Commissioner may waive the payment of any fee for any
service or material: related to patents .... in connection withanocc;a
sional. or incidental request made bya. department or agency. of the
Government, or any officer thereof The Commissioner may provide
any applicant issued a notice under section 132 ofthis title with a
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CHAPTER 17-SECRECY OF CERTAIN INVENTIONS AND
FILING APPLICATIONS IN FOREIGN COUNTRY

* * * * * * *
§ 181. Secrecy of certain inventions and withholding of patent

Whenever publication or disclosure by the grant of a patent on
an invention in which the Government has a property interest
might, in the opinion of the head of the interested Government
agency, be detrimental to the national security, the Commissioner
upon being so notified shall order that the invention be kept secret
and shall withhold the grant of a patent therefor under the condi
tions set forth hereinafter.

Whenever the publication or disclosure of an invention by the
granting of a patent, in which the Government does not have a
property interest, might, in the opinion of the Commissioner, be
detrimental to the national security, he shall make the application
for patent in which such invention is disclosed available for inspec
tion to the Atomic Energy Commission, the Secretary of Defense,
and the chiefofficer of any other department or agency of the Gov
ernment designated by the President as a defense agency of the
United States.

Each individual to whom the application is disclosed shall sign a
dated acknowledgment thereof, which acknowledgment shall be en
tered in the file of the application. If, in the opinion of the Atomic
Energy Commission, the Secretary of a Defense Department, or the
chief officer of another department or agency so designated, the
publication or disclosure of the invention by the granting of a
patent therefor would be detrimental to the national security, the
Atomic Energy Commission, the Secretary of a Defense Depart
ment, or such other chief officer shall notify the Commissioner and
the Commissioner shall order that the invention be kept secret and
shall withhold the grant of a patent for such period as the national
interest requires, and notify the applicant thereof. Upon proper
showing by the head of the department or agency who caused the
secrecy order to be issued that the examination of the application
might jeopardize the national interest, the Commissioner shall
thereupon maintain the application in a sealed condition and
notify the applicant thereof. The owner of an application which has
been placed under a secrecy order shall have [a right to appeal
from the order to the Secretary of Commerce] a right to appeal
from the order under rules prescribed by the Commissioner under
rules prescribed by him.

An invention shall not be ordered kept secret and the grant of a
patent withheld for a period of more than one year. The Commis
sioner shall renew the order at the end thereof, or at the end of
any renewal period, for additional periods of one year upon notifi
cation by the head of the department or the chief officer of the
agency who caused the order to be issued that an affirmative deter
mination has been made that the national interest continues so to
require. An order in effect, or issued, during a time when the
United States is at war, shall remain in effect for the duration of
hostilities and one year following cessation of hostilities. An order
in effect, or issued, during a national emergency declared by the
President shall remain in effect for the duration of the national
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missioner will determine whether a substantial new question ofpat
entability affecting any claim of the patent concerned is raised by
the request, with or without consideration of other patents or print
ed publications. On his own initiative, and at any time, the Com
missioner may determine whether a substantial new question ofpat
entability is raised by patents and publications discovered by him or
cited under the provisions of section 301 of this title.

(b) A record of the Commissioner's determination under subsection
(a) of this section will be placed in the official file of the patent,
and a copy promptly will be given or mailed to the owner of record
of the patent and to the person requesting reexamination, if any.

(c) A determination by the Commissioner pursuant to subsection
(a) of this section that no substantial new question of patentability
has been raised will be final and nonappealable. Upon such a deter
mination, the Commissioner may refund a portion of the reexamina
tion fee required under section 302 of this title.

§ 304. Reexamination order by Commissioner
If, in a determination made under the provisions of subsection

303(a) of this title, the Commissioner finds that a substantial new
question of patentability affecting any claim of a patent is raised,
the determination will include an order for reexamination of the
patent for resolution of the question. The patent owner will be given
a reasonable period, not less than two months from the date a copy
of the determination is given or mailed to him, within which he
may file a statement on such question, including any amendment to
his patent and new claim or claims he may wish to propose, for con
sideration in the reexamination. If the patent owner files such a
statement, he promptly will serve a copy of it on the person who has
requested reexamination under the provisions of section 302 of this
title. Within a period of two months from the date of service, that
person may file and have considered in the reexamination a reply to
any statement filed by the patent owner. That person promptly will
serve on the patent owner a copy of any reply filed.

§ 305. Conduct of reexamination proceedings
After the times for filing the statement and reply provided for by

section 304 of this title have expired, reexamination will be conduct
ed according to the procedures established for initial examination
under the provisions of sections 1:J2 and 1:J3 of this title. In any
reexamination proceeding under this chapter, the patent owner will
be permitted to propose any amendment to his patent and a new
claim or claims thereto, in order to distinguish the invention as
claimed from the prior art cited under the provisions of section 301
of this title, or in response to a decision adverse to the patentability
of a claim of a patent. No proposed amended or new claim enlarg
ing the scope of a claim of the patent will be permitted in a reexa
mination proceeding under this chapter. All reexamination proceed
ings under this section, including any appeal to the Board of Ap
peals, will be conducted with special dispatch within the Office.

§ 306. Appeal
The patent owner involved in a reexamination proceeding under

this chapter may appeal under the provisions of section 1:J4 of this
title, and may seek court review under the provisions of sections 141
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Sec. 402. Minimum Government rights.
Sec. 403. March-in rights.
Sec. 404. Regulations.

SUBCHAPTER IV-MISCELLANEOUS

Sec. 405. Patent enforcement suits and right of intervention.
Sec. 406. Background rights.
Sec. 407. Notice, hearing, and judicial review.
Sec. 408. Relationship to other laws.
Sec. 409. Authority ofFederal agencies.
Sec. 410. Responsibilities of the Secretary of Commerce.
Sec. 411. Definitions.

SEC. 381. This chapter will be known as the "Government Patent
Policy Act of 1980".

SUBCHAPTER I-CONTRACT INVENTIONS

§382. Contract inventions; reporting
(a) This title applies to "contract inventions ': which in this Act

are inventions made' in the course of or under Federal contracts.
(b) Every contractor will provide the responsible agency with

timely written reports on each contract invention containing:
(1) a comprehensive technical disclosure of the invention, and
(2) a list of each country, if any, in which the contractor

elects to file a patent application on the invention;
The Government neither will publish nor release these reports until
the contractor or the Government has had a reasonable time to file
patent applications or one year has passed siTLce receipt of the disclo
sure required by subsection (b)(1) of this section, whichever is earlier,
the Government also will so withhold such disclosure from other re
ports or records.

(c) If the responsible agency determines .that t~e contractor has
unreasonably failed to file. reports as required by ~ubsection (b) of
this section as. to a contract invention, .the contractor may be de
prived of any or all the rights it otherwise would have under this
subchapter pertaining to suchcontract invention.

§383.Allocation of rights-small businesses and nonprofit organiza
tions

(a) A contractor that is a smallbusiness bralJonprofitorganiza
tion. will acquire title to its .contract .invention in each country it
lists under section 382(b)(2) in which it files a patent application
within a reasonable. time. However, title Will be.subject to the Gov
ernment's minimum rights under section 386 and march-in rights
under section 387.

(b) The Government will have the right to acquire titleio any
patent on a contract in~entionin each cou'!try in which. the contrac
tor elects not to file a patentapplicatipn or fails to file within a
reasonable time.

§ 384. Allocation of riahte-sother contractors
(aJA contractor that is nota s']a,.ll businessor a nonfJrofitorgani~

zatioTL shall provide .to the respo~ible agency,. with.in four andpne
half years from the filing uTLder se~tion 382(b) of a~epo~t disr;losing
a contract invention, a list or liste of (!ach fielci of ~~in.whichthe
contractor intends to commercialize the invention or otherwise
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(2) the Federal Government's contribution to the technology as
licensed or utilized is insubstantial compared with private in
vestment made or to be made in technology; or

(3) the contractor is a small business, educational institution,
or nonprofit organization; or

(4) the total Government funding of the technology with the
contractor is less than $1,000,000; or

(5) the payment would place the contractor at a competitive
disadvantage or would stifle commercial utilization of the tech
nology; or

(6) it is otherwise in the best interests of the Government and
the general public.

(d) Such regulations shall be promulgated within twelve months
of enactment of this section. Until they become effective, each agency
shall obtain payment on behalf of the Federal Government for its
research and development activities on a contract-by-contract basis
in a manner consistent with the provisions of this section.

SUBCHAPTER II-INVENTIONS OF FEDERAL EMPLOYEES

§391. Employee inventions
This subchapter applies to "employment inventions ': which ui

this Act are inventions made by Federal employees.

§ 392. Reporting of inventions
(a) Federal employees will file timely written reports on any inven

tions they make. Such reports will be made to the employee's agency
and will contain complete technical information concerning the in
vention. The Government neither will publish nor release a report
until there has been a reasonable time to file patent applications or
until one year has passed since the final disposition of rights under
this subchapter, whichever is earlier.

(b) If the responsible agency determines that the employee-inventor
unreasonably has failed to file a report as required by subsection (a)
of this section, the employee may be deprived of any or all of the
rights he otherwise would have under this subchapter.

§ 393. Criteria for allocation of rights
The responsible agency will determine the rights of the Govern

ment and of Federal employee-inventors in any inventions made by
employee-inventors through the use of the following criteria:

(1) If the invention bears a direct relation to the duties of the
employee-inventor or was made in consequence of his employ
ment, the Government will acquire all rights in the invention.

(2) If the invention neither bears a direct relation to the
duties of the employee-inventor nor was made in consequence of
his employment, but was made with a contribution from Feder
al funds, facilities, equipment, materials, or information not
generally available to the public, or from services of other Fed
eral employees on official duty, the employee-inventor will re
ceive all rights in the invention, except as provided in para
graph (4) of this section. However, these rights will be subject to
a nonexclusive, royalty-free, worldwide license to the Govern-
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§397. Incentive awards program
(a) Agencies may monetarily reward and otherwise recognize em

ployee-inventors as an incentive to promote employee inventions and
the production and disclosure of employee inventions. For this pur
pose agencies may make awards under the Federal incentive awards
system (5 U.s.c. ch. 45, 10 U.s.c. ch. 57, and implementing regula
tions), as modified by this section.

(b) The amount of an award for an invention will be based on
(1) the extent to which the invention advances the state of the

art·
(2) the scope of application ofthe invention;
(3) the value of the invention to the Government or the public;

and
(4) the extent to which the invention has come into public use.

(c) Awards for an invention of up to $10,000 may be made by the
head ofan agency.

(d) Awards of over $10,000 but less than $35,000 maybe made by
the head of an agency to-

(1) civilian employees, with the approval of the Office of Per
sonnel Management;

(2) members of the Armed Forces, with the approval of the
Secretary of Defense;

(3) members of the United States Coast Guard when not oper
ating as a service in the Navy, with the approval of the Secre
tary of Transportation;

(4) members of the Commissioned Corps of the United States
Public Health Service, with the . approval of the Secretary of
Health and Human Services; and

(5) members of the Commissioned Corps of the NationalDee
anic and Atmospheric Administration, with the approval of the
Secretary of Commerce.

(e) Awards of more than $35,000 may be made to employee-inven
tors by the President upon recommendation of the head of an
agency.

(f) Acceptance of a cash award under this section constitutes an
agreement that any Government use of an invention for which the
award is. made forms no basis. for further claims against the Gov
ernment by the recipient, his heirs, or his assigns.

(g) Any cash award or expense for honorary recognition of an em
ployee-inventor will be paid from the fund or appropriation of the
agency receiving the invention sprimary benefit.

§ 398. Income sharing from patent licenses
In addition to awards as provided in section 397, an agency may

share income received from any patent license with the employee
inventor.

§ 399. Regulations
(a) The Commissioner of Patents shall issue regulations to imple

ment this title.
(b) Any determination of an appointing official under subsection

208(b) of title 18, United States Code, that relates to promotion of an
employee invention by the employee-inventor will be subject to regu
lations prescribed by the Secretary of Commerce with concurrence of
the Office of Government Ethics and the Attorney General.
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(4) if the continuation of the licensee's rights in the invention
would create or maintain a situation inconsistent with the anti
trust laws; or

(5) if the licensee has failed to comply with the terms of the
license.

(b) These march-in rights may be exercised by the responsible
agency on its own initiative or on a petition from an interested
person justifying such action.

§404. Regulations
The Office of Federal Procurement Policy will direct the issuance

of regulations specifying the terms and conditions upon which feder
ally owned patent rights may be licensed. An agency may deviate
from such regulations on a class basis unless prohibited by the
Office of Federal Procurement Policy.

SUBCHAPTER IV-MISCELLANEOUS

§405. Patent enforcement suits and right of intervention
(a) Any exclusive licensee under this chapter may enforce its ex

clusive rights under the licensed patent by bringing suit without
joining the United States or any other exclusive licensee as a party.
However, the licensee will give prompt notice of the suit, or, of any
suit filed against it respecting the patent, to the Attorney General
and the agency that granted the license, and all parties will serve
copies ofpapers on the Attorney General and the responsible agency
as though they were parties to the suit.

(b) When the responsible agency is informed of any suit filed by
an exclusive licensee, by the Government, or by any other person re
specting a patent subject to. the provisions of this chapter, it prompt
ly will give notice to all its licensees under the patent. Any exclusive
licensee will be entitled to intervene asa party in such a suit in
which the validity or scope of the license patent is, or is likely to be,
placed in issue.

§406. Background rights
Nothing contained in this chapter will be construed todeprive the

owner of any background patent or of rights under such a patent.

§407. Notice, hearing, and judicial review
(a) Agency determinations under sections 382, 387(a), and 387(c),

and 403 will be made after public notice and opportunity for a hear
ing in which the United States, any agency, or any interested person
may participate, and will include written reasons for the determina
tion.

(b) The United States or any participant that may be adversely af
fected by an agency determination covered by subsection (a) of this
section may appeal the determination to the United States Court of
Customs and Patent Appeals within sixty days after the deter;mina
tion is issued: .. That court will have exclusive jurisdiction to deter
mine the matter de novo and to.affirm,reverse,or modify the
agency determination.
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(1) '~gency" means an "executive agency" of the Federal Gov
ernment, as defined by section 105 of title 5, United States
Code, and the military departments defined by section 102 of
title 5, United States Code. "Responsible agency" means the
agency which is party to a contract for the performance of re
search or development, has received patent rights from another
agency, or has administrative jurisdiction over an employee
inventor. The Tennessee Valley Authority shall not be consid
ered an "agency" for the purposes of this chapter; and this
chapter shall not apply to its patent rights, contracts, and em
ployees.

(2) "Antitrust laws" means the laws included within the defi
nition of the term "Antitrust laws" in section 1 of the Clayton
Act (15 U'SiC. 12), as amended.

(3) "Contract" means any Federal contract, cooperative agree
ment, or grant that provides for performance of research or de
velopment substantially funded by the Government. It covers
any assignment, substitution of parties, or subcontract of the
same type under such a contract. It does not cover Federal price
or purchase supports, or Federal loans or loan guarantees.

(4) "Contractor" means any person other than an agency that
is a party to a contract.

(5) "Federal employee" means any civil service employee as
defined in section 2105 of title 5, United States Code, and any
member of the uniformed services.

(6) "Invention" means any invention that is or may be patent
able under the laws of the United States. "Contract invention"
is defined by section 382. "Employee invention" is defined by
section 391.

(7) "Made" when used in relation to any invention means
conceived or first actually reduced to practice.

(8) "Nonprofit organization" means universities and other in
stitutions of higher education or an organization of the type de
scribed in section 501(c)(3) of the Internal Revenue Code of 1954
(26 US.c. 501(c)) and exempt from taxation under section 501(a)
of the Internal Revenue Code (26 Us.c. 501(a)) or any nonprofit
scientific or educational organization qualified under a State
nonprofit organization statute.

(9) "Patent rights" means patents and patent licenses and
sublicenses.

(10) "Practical application" means manufacture of a ma
chine, composition, or product, or practice of a process or
system, under conditions which establish that the invention is
being worked and its benefits are available to the public on rea
sonable terms.

(11) "Small business" means a small business concern, as de
fined in section 2 of Public Law 85-536 (15 US.c. 632) and im
plementing regulations of the Administrator of the Small Busi
ness Administration.

(12) "State" means a State or territory of the United States,
the District of Columbia, or the Commonwealth of Puerto Rico.
"Local" refers to any domestic county, municipality, or other
governmental entity.

(13) "Will': except as the context otherwise requires, has the
same meaning as "shall ".
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8004(d), the Administrator may make grants to or enter into con
tracts (including contracts for construction) with, public, agencies
and authorities or private persons.

(2) Contracts for research, development, or demonstrations or for
both (including contracts for construction) shall be made in accord
ance with and subject to the limitations provided with respect to
research contracts of the military departments in title 10, United
States Code, section 2353, except that the determination, approval,
and certification required thereby shall be made by the Adminis
trator.

[(3) Any invention made or conceived in the course of, or under,
any contract under this Act shall be subject to section 9 of the Fed
eral Nonnuclear Energy Research and Development Act of 1974 to
the same extent and in the same manner as inventions made or
conceived in the course of contracts under such Act, except that in
applying such section, the Environmental Protection Agency shall
be substituted for the Energy Research and Development Adminis
tration and the words "solid waste" shall be substituted for. the
word "energy" where appropriate.]

(4) For carrying out the purpose of this Act the Administrator
may detail personnel of the Environmental Protection Agency to
agencies eligible for assistance under this section.

* * * * * * *

FULL-'SCALE DEMONSTRATION FACILITIES

SEC. 8004.(a) AUTHORITY.-

* * * * * * *
(c) COST SHARING.-Wherever practicable, in constructing, operat

ing, or providing financial assistance under this subtitle to a full
scale demonstration facility, the Administrator shall endeavor to
enter into agreements and make other arrangements for maximum
practicable cost sharing with other Federal, State, and local agen
cies, private persons, or any combination thereof.

(2) The Administrator shall enter into arrangements, wherever
practicable and desirable, to provide monitoring of full-scale solid
waste facilities (whether or not constructed or operated under this
Act) for purposes of obtaining information concerning the perform
ance, and other aspects, of such facilities. Where the Administrator
provides only monitoring and evaluation instruments or personnel
(or both) or funds for such instruments or personnel and provides
no other financial assistance to a facility, [not withstanding sec
tion 8001(c)(3),] title to any invention made or conceived of in the
course of developing, constructing, or operating such facility shall
not be required to vest in the United States and patents respecting
such invention shall not be required to be issued to the United
States.

* * * * * * *
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Guidelines implementing this section shall be promulgated with
full opportunity for public comment.

* * * * * * *

SECTION 408 OF THE WATERRESEARCH AND
DEVELOPMENT ACT OF 1978

[Sec. 408. With respect to patent policy and to the definition of
title to, and licensing of inventions made or conceived in the course
of, or under any contract or grant pursuant to this Act, and not
withstanding any other provision of law, the Secretary shall be
governed by the provisions of sections 9 and 10 of the Federal Non
nuclear Energy, Research, and Development Act of 1974 (Public
Law 93-577; 88 Stat. 1887, 1891; 42 U.S.C. 5908, 5909): Provided
however, That subsections (l) and (n) of section 9 of such Act shall
not apply to this Act: Provided further, however, That, subject to
the patent policy of section 408, all research or development con
tracted for, sponsored, cosponsored, or authorized under authority
of this Act, shall be provided in such manner that all information,
data, and knowhow, regardless of their nature or mediums, result
ing from such research and development will (with such exceptions
and limitations, if any, as the Secretary may find to be necessary
in the interest of national defense) be usefully available for prac
tice by the general public consonant with the purpose of this Act.]

TITLE 17, UNITED STATES CODE

* * * * * * *

§ 101. Definitions.
As used in this title, the following terms and their variant forms

mean the following:
An "anonymous work" is a work on the copies or phonorecords

of which no natural person is identified as author.
"Audiovisual works" are works that consist of a series of related

images which are intrinsically intended to be shown by the use of
machines, or devices such as projectors, viewers, or electronic
equipment, together with accompanying sounds, if any, regardless
of the nature of the material objects,such as films or tapes, in
which the works are embodied.

The "best edition" of a work is the edition, published. in the
United States at anytime before the date of deposit, that theLi
brary of Congress determines to be most suitable for its purposes.

A person's "children" are that person's immediate offspring,
whetherlegitimate or not, and any children legally adopted by that
person.

A "collective work" is a work, such as a periodical issue, antholo
gy, or encyclopedia, in which a number of contributions, constitut
ing separate and independent works in themselves, are assembled
into a collective whole.

A "compilation" is a work formed by the collection and assem
bling of preexisting materials or of data that are selected, coordi-
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images in any sequence or to make the sounds accompanying it au
dible.

"Phonorecords" are material objects in which sounds, other than
those accompanying a motion picture or other audiovisual work,
are fixed by any method now known or later developed, and from
which the sounds can be perceived, reproduced, or otherwise com
municated, either directly or with the aid of a machine or device.
The term "phonorecords" includes the material object in which the
sounds are first fixed.

"Pictorial, graphic, and sculptural works" include two-dimension
al and three-dimensional works of fine, graphic, and applied art,
photographs, prints and art reproductions, maps, globes, charts,
technical drawings, diagrams, and models. Such works shall in
clude works of artistic craftsmanship insofar as their form but not
their mechanical or utilitarian aspects are concerned; the design of
a useful article, as defined in this section, shall be considered a pic
torial, graphic, or sculptural work only if, and only to the extent
that, such design incorporates pictorial, graphic, or sculptural fea
tures that can be identified separately from, and are capable of ex
isting independently of, the utilitarian aspects of the article.

A "pseudonymous work" is a work on the copies or phonorecords
of which the author is identified under a fictitious name.

"Publication" is the distribution of copies or phonorecords of a
work to the public by sale or other transfer of ownership, or by
rental, lease, or lending. The offering to distribute copies or phono
records to a group of persons for purposes of further distribution,
public performance, or public display, consitutes publication. A
public performance or display of a work does not of itself constitute
publication.

To perform or display a work "publicly" means-
(1) to perform or display it at a place open to the public or at

any place where a substantial number of persons outside of a
normal circle of a family and its social acquaintances is gath
ered; or

(2) to transmit or otherwise communicate a performance or
display of the work to a place specified by clause (1) or to the
public, by means of any device or process, whether the mem
bers of the public capable of receiving the performance or dis
play receive it in the same place or in separate places and at
the same time or at different times.

"Sound recordings" are works that result from the fixation of a
series of musical, spoken, or other sounds, but not including the
sounds accompanying a motion picture or other audiovisual work,
regardless of the nature of the material objects, such as disks,
tapes, or other phonorecords, in which they are embodied.

"State" includes the District of Columbia and the Common
wealth of Puerto Rico, and any territories to which this title is
made applicable by an Act of Congress.

A "transfer of copyright ownership" is an assignment, mortgage,
exclusive license, or any other conveyance, alienation, or hypothe
cation of a copyright or of any of the exclusive rights comprised in
a copyright, whether or not it is limited in time or place of effect,
but not including a nonexclusive license.
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under the law, whether title 17 or the common law or statutes of a
State, in effect on December 31, 1977, as held applicable and con
strued by a court in an action brought under this title.]

§ 117. Limitations on exclusive rights: Computer programs
Notwithstanding the provisions of § 106, it is not an infringement

for the owner of a copy of a computer program to make or authorize
the making of another copy or adaptation of that computer program
provided:

(1) that such a new copy or adaptation is created as an essen
tial step in the utilization of the computer program in conjunc
tion with a machine and that it is used in no other manner, or

(2) that such new copy or adaptation is for archival purposes
only and that all archival copies are destroyed in the event that
continued possession of the computer program should cease to
be rightful.

Any exact copies prepared in accordance with the provisions of
this section may be leased, sold, or otherwise transferred, along with
the copy from which such copies were prepared, only as part of the
lease, sale, or other transfer of all rights in the program. Adapta
tions so prepared may be transferred only with the authorization of
the copyright owner.

* * * * * * *

SECTION 302 OF THE APPALACHIAN REGIONAL
DEVELOPMENT ACT OF 1965

GRANTS FOR ADMINISTRATIVE EXPENSES OF LOCAL DEVELOPMENT
DISTRICTS AND FOR RESEARCH AND DEMONSTRATION PROJECTS

SEC. 302. (a) * * *

* * * * * * *
[(e) No part of any appropriated funds may be expended pursu

ant to authorization given by this Act involving any scientific or
technological research or development activity unless such expendi
ture is conditioned upon provisions effective to insure that all in
formation, copyrights, uses, processes, patents, and other develop
ments resulting from that activity will be made freely available to
the general public. Nothing contained in this subsection shall de
prive the owner of any background patent relating to any such ac
tivity, without his consent, of any right which that owner may
have under that patent. Whenever any information, copyright, use,
process, patent or development resulting from any such research or
development activity conducted in whole or in part with appropri
ated funds expended under authorization of this Act is withheld or
disposed of by any person, organization, or agency in contravention
of the provisions of this subsection, the Attorney General shall in
stitute, upon his own motion or upon request made by any person
having knowledge of pertinent facts, an action for the enforcement
of the provisions of this subsection in the district court of the
United States for any judicial district in which any defendant re
sides, is found, or has a place of business. Such court shall have
jurisdiction to hear and determine such action, and to enter there-
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terrnines that the interests of the United States and the general
public will best be served by such waiver, The Administration shall
maintain a publicly available, periodically updated record of
waiver determinations. In making such determinations, the Admin
istrator shall have the following objectives:

[(1) Making the benefits of the energy research, develop
ment, and demonstration program widely available to the
public in the shortest practicable time.

[(2) Promoting the commercial utilization of such inven
tions.

[(3) Encouraging participation by private persons in the Ad
ministration's energy research, development, and demonstra
tion program.

[(4) Fostering competition and preventing undue market
concentration or the creation or maintenance of other situa-
tions inconsistent with the antitrust laws. -

[(d) In determining whether a waiver to the contractor at the
time of contracting will best serve the interests of the United
States and the general public, the Administrator shall specifically
include as considerations-

[(1) the extent to which the participation of the contractor
will expedite the attainment of the purposes of the program;

[(2) the extent to which a waiver of all or any part of such
rights in any or all fields of technology is needed to secure the
participation of the particular contractor;

[(3) the extent to which the contractor's commercial position
may expedite utilization of the research, development, and
demonstration program results;

[(4) the extent to which the Government has contributed to
the field of technology to be funded under the contract;

[(5) the purpose and nature of the contract, including the in
tended use of the results developed thereunder;

[(6) the extent to which the contractor has made or will
make substantial investment of financial resources or technol
ogy developed at the contractor's private expense which will di
rectly benefit the work to be performed under the contract;

[(7) the extent to which the field of technology to be funded
under the contract has been developed at the contractor's pri
vate expense;

[(8) the extent to which the Government intends to further
develop to the point of commercial utilization the results of the
contract effort;

[(9) the extent to which the contract objectives are con
cerned with the public health, public safety, or public welfare;

[(10) the likely effect of the waiver on competition and
market concentration; and

[(11) in the case of a nonprofit educational institution, the
extent to which such institution has a technology transfer ca
pability and program, approved by the Administrator as being
consistent with the applicable policies of this section.

[(e) In determining whether a waiver to the contractor or inven
tor of rights to an identified invention will best serve the interests
of the United States and the general public, the Administrator
shall specifically include as considerations paragraphs (4) through
(11) of subsection (d) as applied to the invention and-
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[(1) Periodic written reports at reasonable intervals, and
when specifically requested by the Administration, on the com
mercial use that is being made or is intended. to be made of the
invention.

[(2) At least an irrevocable, nonexclusive, paid-up license to
make, use, and sell the invention throughout the world by or
on behalf of the United States (including any Government
agency) and States and domestic municipal governments,
unless the Administrator determines that it would not be in
the public interest to acquire the license for. the States and do
mestic municipal governments.

[(3) The right in the United States to sublicense any foreign
government pursuant to any existing or future treaty or agree
ment if the Administrator determines it would be in the na
tional interest to acquire this right.

[(4) The reservation in the United States of the rights to the
invention in any country in which the contractor does not file
an application for patent within such time as the Administra
tion shall determine.

[(5) The right in the Administrator to require the granting
of a nonexclusive, exclusive, or partially exclusive license to a
responsible applicant or applicants.' upon terms reasonable
under the circumstances, (A) to the extent that the invention is
required for public use by governmental regulations, or (B) as
may be necessary to fulfill health, safety, or energy needs, or
(C) for such other purposes as may be stipulated in the applica
ble agreement.

[(6) The right in the Administrator to terminate such
waiver or license in whole or in part unless the recipient of the
waiver or license demonstrates to the satisfaction of the Ad
ministrator that he has taken effective steps, or within a rea
sonable time thereafter is expected to take such steps, neces
sary to accomplish substantial utilization of the invention.

[(7) The right in the Administrator, commencing three years
after the grant of a license and four years after a waiver is ef
fective as to an invention, to require the granting of a nonex
clusive or partially exclusive license to a responsible applicant
or applicants, upon terms reasonable under the circumstances,
and in appropriate circumstances to terminate the waiver or
license in whole or in part, following a hearing upon notice
thereof to the public, upon a petition by an interested person
justifying such hearing-

rCA) if the Administrator determines, upon review of
such material as he deems relevant, and after the recipi
ent of the waiver or license, or other interested person, has
had the opportunity to provide such relevant and material
information as the Administrator may require, that such
waiver or license has tended substantially to lessen compe
tition or to result in undue concentration in any section of
the country in any line of commerce to which the technol
ogy relates; or

[eB) unless the recipient of the waiver or license demon
strates to the satisfaction of the Administrator at such
hearing that he has taken effective steps, or within a rea
sonable time thereafter is expected to take such steps, nee-
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(4) For purposes of this section, patents, including any inventions
for which a waiver was made by the Administrator [under section
9 of this Act], and technology resulting from the demonstration fa
cility, shall be treated as project assets of such facility. The guaran
tee agreement shall include such detailed terms and conditions as
the Administrator deems appropriate to protect the interests of the
United States in the case of default and to have available all the
patents and technology necessary for any person selected, includ
ing, but not limited to the Administrator, to complete and operate
the defaulting project. Furthermore, the guarantee agreement shall
contain a provision specifying that patents, technology, and other
proprietary rights which are necessary for the completion or oper
ation of the demonstration facility shall be available to the United
States and its designees on equitable terms, including due consider
ation to the amount of the United States default payments. Inven
tions made or conceived in the course of or under such guarantee,
title to which is vested in the United States under this Act, shall
not be treated as project assets of such facility for disposal purposes
under this subsection, unless the Administrator determines in writ
ing that it is in the best interests of the United States to do so.

* * * * * * *
[(r) Inventions made or conceived in the course of or under a

guarantee authorized by the section shall be subject to the title and
waiver requirements and conditions of section 9 of this Act.]

* * * * * * *

SECTION 5 OF THE TENNESSEE VALLEY AUTHORIZATION
ACT OF 1933

SEC. 5. The board is hereby authorized
(a) * * *

* * * * * * *
(i) To request the assistance and advice of any officer, agent, or

employee of any executive department or of any independent office
of the United States, to enable the Corporation the better to carry
out its powers successfully, and as far as practicable shall utilize
the services of such officers, agents, and employees, and the Presi
dent shall, if in his opinion, the public interest, service, or economy
so require, direct that such assistance, advice, and service be ren
dered to the Corporation, and any individual that may be by the
President directed to render such assistnce, advice, and service
shall be thereafter subject to the orders, rules, and regulations of
the board: [Provided, That any invention or discovery made by
virtue of and incidental to such service by an employee of the Gov
ernment of the United States serving under this section, or by any
employee of the Corporation, together with any patents which may
be granted thereon, shall be the sole and exclusive property of the
Corporation, which is hereby authorized to grant such licenses
thereunder as shall be authorized by the board: Provided further,
That the board may pay to such inventor such sum from the
income from sale of licenses as it may deem proper].

* * * * * * *
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[(c) Whenever the Federal contribution for any research or de
velopment activity authorized by this Act encouraging motor vehi
cle safety is more than minimal, the Secretary shall include in any
contract, grant, or other arrangement for such research or develop
ment activity, provisions effective to insure that all information,
uses, processes, patents, and other developments resulting from
that activity will be made freely and fully available to the general
public. Nothing herein shall be construed to deprive the owner of
any background patent of any right which he may have thereun
der.]

* * * * * * *

SECTION 12 OF THE NATIONAL SCIENCE FOUNDATION ACT
OF 1950

PATENT RIGHTS

SEC. 12. (a) Each contract or other arrangement executed pursuant
to this Act which relates to scientific research shall contain provi
sions governing the disposition of inventions produced thereunder in
a manner calculated to protect the public interest and the equities of
the individual or organization with which the contract or other
arrangement is executed:
Provided, however, That nothing in this Act shall be construed to
authorize the Foundation to enter into any contractual or other ar
rangement inconsistent with any provision of law affecting the is
suance or use of patents.

[(b) No officer or employee of the Foundation shall acquire,
retain, or transfer any rights, under the patent laws of the United
States or otherwise, in any invention which he may make or pro
duce in connection with performing his assigned activities and
which is directly related to the subject matter thereof: Provided,
however, That this subsection shall not be construed to prevent any
officer or employee of the Foundation from executing any applica
tion for patent on any such invention for the purpose of assigning
the same to the Government or its nominee in accordance with
such rules and regulations as the Director may establish.]

SECTION 152 OF THE ATOMIC ENERGY ACT OF 1954

[SEC. 152. INVENTIONS MADE OR CONCEIVED DURING COMMISSION
CONTRACTs.-Any invention or discovery, useful in the production
or utilization of special nuclear material or atomic energy, made or
conceived in the course of or under any contract, subcontract, or
arrangement entered into with or for the benefit of the Commis
sion, regardless of whether the contract, subcontract, or arrange
ment involved the expenditure of funds by the Commission, shall
be vested in, and be the property of, the Commission, except that
the Commission may waive its claim to any such invention or dis
covery under such circumstances as the Commission may deem ap
propriate, consistent with the policy of this section. No patent for
any invention or discovery, useful in the production or utilization
of special nuclear material or atomic energy, shall be issued unless
the applicant files with the application, or within thirty days after
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SECTION 31 OF THE TRADEMARK ACT OF lS46

[Sec. 31. Fees and charges
[(a) The following fees shall be paid to the Patent and Trade

mark Office under this Act:
[1. On filing each original application for registration of a mark

in each class, $35.
[2. On filing each application for renewal in each class, $25; and

on filing each application for renewal in each cl~ss after expiration
of the registration, an additional fee of $5.

[3. On filing an affidavit under section Sea) or section S(b) for
each class, $10.

[4. On filing each petition for the revival of an abandoned appli
cation, $15.

[5. On filing opposition or application for cancellation for each
class, $25.

[6. On appeal from the examiner in charge of the registration of
marks to the Trademark Trial and Appeal Board for each class,
$25.

[7. For issuance of a new certificate of registration following
change of ownership of a mark or correction of a registrant's mis
take, $15.

[S. For certificate of correction of registrant's mistake or amend-
ment after registration, $15.

[9. For certifying in any case, $1.
[10. For filing each disclaimer after registration, $15.
[11. For printed copy of registered mark, 20 cents.
[12. For recording every assignment, agreement, or other paper

relating to the property in a registration or application, $20; where
the document relates to more than one application or registration,
$3 for each additional item.

[13. On filing notice of claim of benefits of this Act for a mark to
be published under section 12(c) hereof, $10.

[(b) The Commissioner may establish charges for copies of rec
ords, publications, or services furnished by the Patent and Trade
mark Office, not specified above.

[(c) The Commissioner may refund any sum paid by mistake or
in excess.]

§31. Fees

(a) The Commissioner of Patents will establish fees for the filing
and processing of an application for the registration of a trademark
or other mark and for all other services performed by and materials
furnished by the Patent and Trademark Office related to trade
marks and other marks. Fees will be set and adjusted by the Com
missioner to recover in aggregate 50 per centum of the estimated
average cost to the office of such processing. Fees for all other serv
ices or materials related to trademarks and other marks will recover
the estimated average cost to the office of performing the service or
furnishing the material. However, no fee for the filing or processing
of an application for the registration of a trademark or other mark
or for the renewal or assignment of a trademark or other mark will
be adjusted more than once every 3 years. No fee established under
this section will take effect prior to sixty days following notice in
the Federal Register.
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as practicable at laboratories of the Department of Agriculture.
Projects conducted under contract with public and private agencies
shall be supplemental to and coordinated with research of these
laboratories. [Any contracts made pursuant to this authority shall
contain requirements making the results of research and investiga
tions available to the public through dedication, assignment to the
Government, or such other means as the Secretary shall deter
mine.]

* * * * * * *

SECTION 205 OF THE AGRICULTURAL MARKETING ACT OF
1946

SEC. 205. (a) In carrying out the provisions of title II of this Act,
the Secretary of Agriculture may cooperate with other branches of
the Government, State agencies, private research organizations,
purchasing and consuming organizations, boards of trade, cham
bers of commerce, other associations of business or trade organiza
tions, transportation and storage agencies and organizations, or
other persons or corporations engaged in the production, transpor
tation, storing, processing, marketing, and distribution of agricul
tural products whether operating in one or more jurisdictions. The
Secretary of Agriculture shall have authority to enter into con
tracts and agreements under the terms of regulations promulgated
by him with States and agencies of States, private firms, institu
tions, and individuals for the purpose of conducting research and
service work, making and compiling reports and surveys, and car
rying out other functions relating thereto when in his judgment
the services or functions to be performed will be carried out more
effectively, more rapidly, or at less cost than if performed by the
Department of Agriculture. Contracts hereunder may be made for
work to be performed within a period not more than four years
from the date of any such contract, and advance, progress, or other
payments may be made. The provisions of section 3648 (31 U. S. C.,
sec. 529) and section 3709 (41 U. S. c., sec. 5) of the Revised Stat
utes shall not be applicable to contracts or agreements made under
the authority of this section. Any unexpended balances of appropri
ations obligated by contracts as authorized by this section may,
notwithstanding the provisions of section 5 of the Act of June 20,
1874, as amended (31 U. S. C., sec. 713), remain upon the books of
the Treasury for not more than five fiscal years before being car
ried to the surplus fund and covered into the Treasury. [Any con
tract made pursuant to this section shall contain requirements
making the result of such research and investigations available to
the public by such means as the Secretary of Agriculture shall de
termine.]

* * * * * * *



75

and (B) to the extent the Administrator deems such action nec
essary to recruit specially qualified scientific and enginnering
talent, he may establish the entrance grade for scientific and
engineering personnel without previous service in the Federal
Government at a level up to two grades higher than the grade
provided for such personnel under the General Schedule estab
lished by the Classification Act of 1949, and fix their compen
sation accordingly;

(3) to acquire (by purchase, lease, condemnation, or other
wise), construct, improve, repair, operate, and maintain labora
tories, research and testing sites and facilities, aeronatuical
and space vehicles, quarters and related accommodations for
employees and dependents of employees of the Administration,
and such other real and personal property (including patents),
or any interest therein, as the Administration deems necessary
within and outside the continental United States; to acquire by
lease or otherwise, through the Administrator of General Serv
ices, buildings or parts of buildings in the District of Columbia
for the use of the Administration for a period not to exceed ten
years without regard to the Act of March 3, 1877 (40 U.S.C. 34);
to lease to others such real and personal property; to sell and
otherwise dispose of real and personal property [(including
patents and rights thereunder)] in accordance with the provi
sions of the Federal Property and Administrative Services Act
of 1949, as amended (40 U.S.C. 471 et seq.); and to provide by
contract or otherwise for cafeterias and other necessary facili
ties for the welfare of employees of the Administration at its
installations and purchase and maintain equipment therefor;

(4) to accept unconditional gifts or donations of services,
money, or property, real, personal, or mixed, tangible or intan
gible;

(5) without regard to section 3648 of the Revised Statutes, as
amended (31 U.S.C. 529), to enter into and perform such con
tracts, leases, cooperative agreements, or other transactions as
may be necessary in the conduct of its work and on such terms
as it may deem appropriate, with any agency or instrumentali
ty of the United States, or with any State, Territory, or posses
sion, or with any political subdivision thereof, or with any
person, firm, association, corporation, or educational institu
tion. To the maximum extent practicable and consistent with
the accomplishment of the purpose of this Act, such contracts,
leases, agreements, and other transactions shall be allocated
by the Administrator in a manner which will enable small
business concerns to participate equitably and proportionately
in the conduct of the work of the Administration;

(6) to use, with their consent, the services, equipment, per
sonnel, and facilities of Federal and other agencies with or
without reimbursement, and on a similar basis to cooperate
with other public and private agencies and instrumentalities in
the use of services, equipment, and facilities. Each department
and agency of the Federal Government shall cooperate fully
with the Administration in making its services, equipment,
personnel, and facilities available to the Administration, and
any such department or agency is authorized, notwithstanding
any other provision of law, to transfer to or to receive from the
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sion and may not be taken for public use without just compen
sation;

(12) with the approval of the President, to enter into coopera
tive agreements under which members of the Army, Navy, Air
Force, and Marine Corps may be detailed by the appropriate
Secretary for services in the performance of functions under
this Act to the same extent as that to which they might be
lawfully assigned in the Department of Defense;

(13) (A) to consider, ascertain, adjust, determine, settle, and
pay, on behalf of the United States, in full satisfaction thereof,
any claim for $25,000 or less against the United States for
bodily injury, death, or damage to or loss of real or personal
property resulting from the conduct of the Administration's
functions as specified in subsection (a) of this section, where
such claim is presented to the Administration in writing
within two years after the accident or incident out of which
the claim arises; and

(B) if the Administration considers that a claim in excess of
$5,000 is meritorious and would otherwise be covered by this
paragraph, to report the facts and circumstances thereof to the
Congress for its consideration; and

(14) to provide effective contractual provisions for reporting
the results of the activities of the Administration, including
full and complete technical reporting of any innovation made
in the course of or under any contract of the Administration.

(d) For the purposes of chapter 17 of title 35 of the United States
Code the Administration shall be considered a defense agency of the
United States.

* * * * * * *

TITLE III-MISCELLANEOUS

* * * * * * *

[PROPERTY RIGHTS IN INVENTIONS

[SEC. 305. (a) Whenever any invention is made in the perform
ance of any work under any contract of the Administration, and
the Administrator determines that-

[(1) the person who made the invention was employed or as
signed to perform research, development, or exploration work
and the invention is related to the work he was employed or
assigned to perform, or that it was within the scope of his em
ployment duties, whether or not it was made during working
hours, or with a contribution by the Government of the use of
Government facilities, equipment, materials, allocated funds,
information proprietary to the Government, or services of Gov
ernment employees during working hours; or

[(2) the person who made the invention was not employed or
assigned to perform research, development, or exploration
work, but the invention is nevertheless related to the contract,
or to the work or duties he was employed or assigned to per
form, and was made during working hours, or with a contribu
tion from the Government of the sort referred to in clause (1),
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Interferences on the question whether any such false representa
tion was contained in such statement. Such question shall be heard
and determined, and determination thereof shall be subiect to
review, in the manner prescribed by subsection (d) for questions
arising thereunder. No request made by the Administrator under
this subsection for the transfer of title to any patent, and no pros
ecution for the violation of any criminal statute, shall be barred by
any failure of the Administrator to make a request under subsec
tion (d) for the issuance of such patent to him, or by any notice pre
viously given by the Administrator stating that he had no objection
to the issuance of such patent to the applicant therefor.

[CD Under such regulations in conformity with this subsection as
the Administrator shall prescribe, he may waive all or any part of
the rights of the United States under this section with respect to
any invention or class of inventions made or which may be made
by any person or class of persons in the performance of any work
required by any contract of the Administration if the Administra
tor determines that the interests of the United States will be
served thereby. Any such waiver may be made upon such terms
and under such conditions as the Administrator shall determine to
be required for the protection of the interests of the United States.
Each such waiver made with respect to any invention shall be sub
ject to the reservation by the Administrator of an irrevocable, non
exclusive, nontransferrable, royalty-free license for the practice of
such invention throughout the world by or on behalf of the United
States or any foreign government pursuant to any treaty or agree
ment with the United States. Each proposal for any waiver under
this subsection shall be referred to an Inventions and Contributions
Board which shall be established by the Administrator within the
Administration. Such Board shall accord to each interested party
an opportunity for hearing, and shall transmit to the Administra
tor its findings of fact with respect to such proposal and its recom
mendations for action to be taken with respect thereto.

[(g) The Administrator shall determine, and promulgate regula
tions specifying the terms and conditions upon which licenses will
be granted by the Administration for the practice by any person
(other than an agency of the United States) of any invention for
which the Administrator holds a patent on behalf of the United
States.

[(h) The Administrator is authorized to take all suitable and
necessary steps to protect any invention or discovery to which he
has title, and to require that contractors or persons who retain title
to inventions or discoveries under this section protect the inven
tions or discoveries to which the Administration has or may ac
quire a license of use.

[(0 The Administration shall be considered a defense agency of
the United States for the purpose of chapter 17 of title 35 of the
United States Code.

[(j) As used in this section-
[(1) the term "person" means any individual, partnership,

corporation, association, institution, or other entity;
[(2) the term "contract" means any actual or proposed con

tract, agreement, understanding, or othre arrangement, and in
cludes any assignment, substitution of parties, or subcontract
executed or entered into thereunder; and
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SECTION 4 OF THE HELIUM ACT AMENDMENTS OF 1960

SEC. 4. The ·Secretary is authorized to maintain and operate
helium production and purification plants together with facilities
and accessories thereto; to acquire, store, transport, sell, and con
serve helium, helium-bearing natural gas, and helium-gas mix
tures, to conduct exploration for and production of helium on and
from the lands acquired, leased, or reserved; and to conduct or con
tract with public or private parties for experimentation and re
search to discover helium supplies and to improve processes and
methods of helium production, purification, transportation, liquefa
cation, storage, and utilization: [Provided, however, That all re
search contracted for, sponsored, cosponsored, or authorized under
authority of this Act shall be provided for in such a manner that
all information, uses, products, processes, patents and other devel
opments resulting from such research developed by Government
expenditure will (with such exceptions and limitations, if any, as
the Secretary may find to be necessary in the interest of national
defense) be available to the general public: And provided further,
That nothing contained herein shall be construed as to deprive the
owner of any background patent relating thereto to such rights as
he may have thereunder]

SECTION 32 OF THE ARMS CONTROL AND DISARMAMENT
ACT

[PATENTS

[SEC. 32. All research within the United States contracted for,
sponsored, cosponsored, or authorized under authority of this Act,
shall be provided for in such manner that all information as to
uses, products, processes, patents, and other developments resulting
from such research developed by Government expenditure will
(with such exceptions and limitations, if any, as the Director may
find to be necessary in the public interest) be available to the gen
eral public. This subsection shall not be so construed as to deprive
the owner of any background patent relating thereto of such rights
as he may have thereunder.]

o

















80

[(3) the term "made", when used in relation to any inven
tion, means the conception or first actual reduction to practice
of such invention.]

CONTRIBUTIONS AWARDS

SEC. 306. (a) Subject to the provisions of this section, the Admin
istrator is authorized, upon his own initiative or upon application
of any person, to make a monetary award, in such amount and
upon such terms as he shall determine to be warranted, to any
person [(as defined by section 305)] for any scientific or technical
contribution to the Administration which is determined by the Ad
ministrator to have significant value in the conduct of aeronautical
and space activities. Each application made for any such award
shall be referred to [the Inventions and Contributions Board estab
lished under section 305 of this Act.] an Inventions and Contribu
tions Board which shall be established by the Administrator within
the Administration. Such Board shall accord to each such applicant
an opportunity for hearing upon such application, and shall trans
mit to the Administrator its recommendation as to the terms of the
award, if any, to be made to such applicant for such contribution.
In determining the terms and conditions of any award the Admin
istrator shall take into account-

(1) the value of the contribution to the United States;
(2) the aggregate amount of any sums which have been ex

pended by the applicant for the development of such contribu
tion;

(3) the amount of any compensation (other than salary re
ceived for services rendered as an officer or employee of the
Government) previously received by the applicant for or on ac
count of the use of such contribution by the United States; and

(4) such other factors as the Administrator shall determine
to be material.

* * * * * * *

SECTION 6 OF THE ACT OF JULY 7, 1960

AN ACT To encourage and stimulate the production and conservation of coal in the
United States through research and development by authorizing the Secretary of
the Interior to contract for coal research, and for other purposes.

* * * * * * *
[SEC. 6. No research shall be carried out, contracted for, spon

sored, cosponsored, or authorized under authority of this Act,
unless all information, uses, products, processes, patents, and other
developments resulting from such research will (with such excep
tions and limitations, if any, as the Secretary may find to be neces
sary in the interest of national defense) be available to the general
public. Wherever in the estimation of the Secretary the purposes of
this Act would be furthered through the use of patented processes
or equipment, the Secretary is authorized to enter into such agree
ments as he deems necessary for the acquisition or use of such pat
ents on reasonable terms and conditions.]
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such invention shall be the exclusive property of the United States,
and if such invention is patentable a patent therefor shall be
issued to the United States upon application made by the Adminis
trator, unless the Administrator waives all or any part of the
rights of the United States to such invention in conformity with
the provisions of subsection (f) of this section.

[(b) Each contract entered into by the Administrator with any
party for the performance of any work shall contain effective provi
sions under which such party shall furnish promptly to the Admin
istrator a written report containing full and complete technical in
formation concerning any invention, discovery, improvement, or in
novation which may be made in the performance of any such work.

[(c) 1 No patent may be issued to any applicant other than the
Administrator for any invention which appears to the Commission
er of Patents to have significant utility in the conduct of aeronauti
cal and space activities unless the applicant files with the Commis
sioner, with the application or within thirty days after request
therefor by the Commissioner, a written statement executed under
oath setting forth the full facts concerning the circumstances
under which such. invention was made and stating the relationship
(if any) of such invention to the performance of any work under
any contract of the Administration. Copies of each such statement
and the application to which it relates shall be transmitted forth
with by the Commissioner to the Administrator.

[(d)l Upon any application as to which any such statement has
been transmitted to the Administrator, the Commissioner may, if
the invention is patentable, issue a patent to the applicant unless
the Administrator, within ninety days after receipt of such applica
tion and statement, requests that such patent be issued to him on
behalf of the United States. If, within such time, the Administrator
files such a request with the Commissioner, the Commissioner shall
transmit notice thereof to the applicant, and shall issue such
patent to the Administrator unless the applicant within thirty days
after receipt of such notice requests a hearing before a Board of
Patent Interferences on the question whether the Administrator is
entitled under this section to receive such patent. The Board may
hear and determine, in accordance with rules and procedures es
tablished for interference cases, the question so presented, and its
determination shall be subject to appeal by the applicant or by the
Administrator to the Court of Customs and Patent Appeals in ac
cordance with procedures governing appeals from decisions of the
Board of Patent Interferences in other proceedings.

[(e)1 Whenever any patent has been issued to any applicant in
conformity with subsection (d), and the Administrator thereafter
has reason to believe that the statement filed by the applicant in
connection therewith contained any false representation of any ma
terial fact, the Administrator within five years after the date of is
suance of such patent may file with the Commissioner a request for
the transfer to the Administrator of title to. such patent on the rec
ords of the Commissioner. Notice of any such request shall be
transmitted by the Commissioner to the owner of record of such
patent, and title to such patent shall be so transferred to the Ad
ministrator unless within thirty days after receipt of such notice
such owner of record requests a hearing before a Board of Patent

'These subsections continue in effect with respect to certain applications for patents filed or
requestsd to be filed before the first day of the seventh month beginning after the date of
enactment of this Act.
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Administration, . without reimbursement, aeronautical and
space vehicles, and supplies and equipment other than admin
istrative supplies or equipment;

(7) to appoint such advisory committees as may be appropri
ate for purposes of consultation and advise to the Administra
tion in the performance of its functions;

(8) to establish within the Administration such offices and
procedures as may be appropriate to provide for the greatest
possible coordination of its activities under this Act with relat
ed scientific and other activities being carried on by other
public and private agencies and organizations;

(9) to obtain services as authorized by section 3109 of title 5,
United States Code, but at rates for individuals not to exceed
the per diem rate equivalent to the rate for G-18;

(10) when determined by the Administrator to be necessary,
and subject to such security investigations as he may deter
mine to be appropriate, to employ aliens without regard to
statutory provisions prohibiting payment of compensation to
aliens;

(11) to provide by concession, without regard to section 321 of
the Act of June 30, 1932 (47 Stat. 412; 40 U.S.C. 303b), on such
terms as the Administrator may deem to be appropriate and to
be necessary to protect the concessioner against loss of his in
vestment in property .(but not anticipated profits) resulting
from the Administration's discretionary acts and decisions, for
the construction, maintenance, and operation of all manner of
facilities and equipment for visitors to the several installations
of the Administration and, in connection therewith, to provide
services incident to the dissemination of information concern
ing its activities to such visitors, without charge or with a rea
sonable charge therefor (with this authority being in addition
to any other authority which the Administration may have to
provide facilities, equipment, and services for visitors to its in
stallations). A concession agreement under this paragraph may
be negotiated with any qualified proposer following due consid
eration of all proposals received after reasonable public notice
of the intention to contract. The concessioner shall be afforded
a reasonable opportunity to make a profit commensurate with
the capital invested and the obligations assumed, and the con
sideration paid by him for the concession shall be based on the
probable value of such opportunity and not on maximizing rev
enue to the United States. Each concession agreement shall
specify the manner in which the concessioner's records are to
be maintained, and shall provide for access to any such records
by the Administration and the Comptroller General of the
United States for a period of five years after the close of the
business year to which such records relate. A concessioner may
be accorded a possessory interest, consisting of all incidents of
ownership except legal title (which shall vest in the United
States), in any structure, fixture, or improvement he constructs
or locates upon land owned by the United States; and, with the
approval of the Administration, such possessory interest may
be assigned, transferred, encumbered, or relinquished by him,
and, unless otherwise provided by contract, shall not be extin-

. guished by the expiration or other termination of the conces-
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NATIONAL AERONAUTICS AND SPACE ADMINISTRATION
ACT OF 1958

* * * * * * *

TITLE II-COORDINATION OF AERONAUTICAL AND SPACE
ACTIVITIES

* * * * * * *

FUNCTIONS OF THE ADMINISTRATION

SEC. 203. (a) The Administration, in order to carry out the pur
pose of this Act, shall-

(1) plan, direct, and conduct aeronautical and space activi
ties;

(2) arrange for participation by the scientific community in
planning scientific measurements and observations to be made
through use of aeronautical and space vehicles, and conduct or
arrange for the conduct of such measurements and observa
tions; and

(3) provide for the widest practicable and appropriate dis
semination of information concerning its activities and the re
sults thereof.

(b)(I) The Administration shall, to the extent of appropriated
funds, initiate, support, and carry out such research, development,
demonstration, and other related activities in ground propulsion
technologies as are provided for in sections 4 through 10 of the
Electric and Hybrid Vehicle Research, Development, and Demon
stration Act of 1976.

(2) The Administration shall initiate, support; and carry out such
research, development, demonstrations, and other related activities
in solar heating and cooling technologies (to the extent that funds
are appropriated therefor) as are provided for in sections 5, 6, and 9
of the Solar Heating and Cooling Demonstration Act of 1974.

(c) In the performance of its functions the Administration is au
thorized-

(1) to make, promulgate, issue, rescind, and amend rules and
regulations governing the manner of its operations and the ex
ercise of the powers vested in it by law;

(2) to appoint and fix the compensation of such officers and
employees as may be- necessary to carry out such functions.
Such officers and employees shall be appointed in accordance
with the civil-service laws and their compensation fixed in ac
cordance with the Classification Act of 1949, except that (A) to
the extent the Administrator deems such action necessary to
the discharge of his responsibilities, he may appoint not more
than four hundred and twenty-five of the scientific, engineer
ing, and administrative personnel of the Administration with
out regard to such laws, and may fix the compensation of such
personnel not in excess of the highest rate of grade 18 of the
General Schedule of the Classification Act of 1949, as amended,
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(b) The Commissioner may waive the payment of any fee for any
service or material related to trademarks or other marks in connec
tion with an occasional request made by a department or agency of
the Government, or any officer thereof The Indian Arts and Crafts
Board will not be charged any fee to register Government trade
marks of genuineness and quality for Indian products or for prod
ucts ofparticular Indian tribes and groups.

<I

SECTION 10 OF THE ACT OF JUNE 29, 1935

AN ACT To provide for research into basic laws and principles relating to agricul
ture and to provide for the further development of cooperative agricultural exten
sion work and the more complete endowment and support of land-grant colleges.

* * * * * * *
SEC. 10. (a) In order to carry out further research on utilization

and associated problems in connection with the development and
application of present, new, and extended uses of agricultural com
modities and products thereof authorized by section 1 of this title,
and to disseminate information relative thereto, and in addition to
all other appropriations authorized by this title, there is hereby au
thorized to be appropriated the following sums:

(1) $3,000,000 for the fiscal year ending June 30, 1947, and
each subsequent fiscal year.

(2) An additional $3,000,000 for the fiscal year ending June
30, 1948, and each subsequent fiscal year.

(3) An additional $3,000,000 for the fiscal year ending June
30, 1949, and each subsequent fiscal year.

(4) An additional $3,000,000 for the fiscal year ending June
30, 1950, and each subsequent fiscal year.

(5) An additional $3,000,000 for the fiscal year ending June
30, 1951, and each subsequent fiscal year.

(6) In addition to the foregoing, such additional funds begin
ning with the fiscal year ending June 30, 1952, and thereafter,
as the Congress may deem necessary.

The Secretary of Agriculture, in accordance with such regula
tions as he deems necessary, and when in his judgment the work to
be performed will be carried out more effectively, more rapidly, or
at less cost than if performed by the Department of Agriculture,
may enter into contracts with such public or private organizations
or individuals as he may find qualified to carryon work under this
section without regard to the provisions of section 3709, Revised
Statutes, and with respect to such contracts he may make advance
progress or other payments without regard to the provisions of sec
tion 3648, Revised Statutes. Contracts hereunder may be made for
work to continue not more than four years from the date of any
such contract. Notwithstanding the provisions of section 5 of the
Act of June 20, 1874, as amended (31 U.S.C. 713), any unexpended
balances of appropriations properly obligated by contracting with
an organization as provided in this subsection may remain upon
the books of the Treasury for not more than five fiscal years before
being carried to the surplus fund and covered into the Treasury.
Research authorized under this subsection shall be conducted so far
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request therefor by the Commissioner of Patents (unless the Com
mission advises the Commissioner of Patents that its rights have
been determined and that accordingly no statement is necessary) a
statement under oath setting forth the full facts surrounding the
making or conception of the invention or discovery described in the
application and whether the invention or discovery was made or
conceived in the course of or under any contract, subcontract, or
arrangement entered into with or for the benefit of the Commis
sion, regardless of whether the contract, subcontract, or arrange
ment involved the expenditure of funds by the Commission. The
Commissioner of Patents shall as soon as the application is other
wise in condition for allowance forward copies of the application
and the statement to the Commission.

[The Commissioner of Patents may proceed with the application
and issue the patent to the applicant (if the invention or discovery
is otherwise patentable) unless the Commission, within 90 days
after receipt of copies of the application and statement, directs the
Commissioner of Patents to issue the patent to the Commission (if
the invention or discovery is otherwise patentable) to be held by
the Commission as the agent of and on behalf of the United States.

[If the Commission files such a direction with the Commissioner
of Patents, and if the applicant's statement claims, and the appli
cant still believes, that the invention or discovery was not made or
conceived in the course of or under any contract, subcontract or ar
rangement entered into with or for the benefit of the Commission
entitling the Commission to the title to the application or the
patent the applicant may, within 30 days after notification of the
filing of such a direction, request a hearing before a Board of
Patent Interferences. The Board shall have the power to hear and
determine whether the Commission was entitled to the direction
filed with the Commissioner of Patents. The Board shall follow the
rules and procedures established for interference cases and an
appeal may be taken by either the applicant or the Commission
from the final order of the Board to the Court of Customs and
Patent Appeals in accordance with the procedures governing the
appeals from the Board of Patent Interferences.

[If the statement filed by the applicant should thereafter be
found to contain false material statements any notification by the
Commission that it has no objections to the issuance of a patent to
the applicant shall not be deemed in any respect to constitute a
waiver of the provisions of this section or of any applicable civil or
criminal statute, and the Commission may have the title to the
patent transferred to the Commission on the records of the Com
missioner of Patents in accordance with the provisions of this sec
tion. A determination of rights by the Commission pursuant to a
contractual provision or other arrangement prior to the request of
the Commissioner of Patents for the statement, shall be final in
the absence of false material statements or nondisclosure of materi
al facts by the applicant.]
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SECTION 5 OF THE CONSUMER PRODUCT SAFETY ACT

PRODUCT SAFETY INFORMATION AND RESEARCH

SEC. 5. (a) *

*

* *

* * * * * *
[(d) Whenever the Federal contribution for any information, re

search, or development activity authorized by this Act is more than
minimal, the Commission shall include in any contract, grant, or
other arrangement for such activity, provisions effective to insure
that the rights to all information, uses, processes, patents, and
other developments resulting from that activity will be made avail
able to the public without charge on a nonexclusive basis. Nothing
in this subsection shall be construed to deprive any person of any
right with he may have had prior to entering into any arrange
ment referred to in this subsection, to any patent, patent applica
tion, or invention.]

SECTION 501 OF THE FEDERAL MINE SAFETY AND HEALTH
ACT OF 1977

RESEARCH

SEC. 501. (a)

*

* * *

* * * * * *
(c) In carrying out the provisions for research, demonstrations,

experiments, studies, training, and education under this section
and sections 301(b) and 502(a) of this Act, the Secretary of the Inte
rior and the Secretary of Health, Education, and Welfare in coordi
nation with the Secretary may enter into contracts with, and make
grants to, public and private agencies and organizations and indi
viduals. [No research, demonstrations, or experiments shall be
carried out, contracted for, sponsored, cosponsored, or authorized
under authority of this Act, unless all information, uses, products,
processes, patents, and other developments resulting from such re
search, demonstrations, or experiments will (with such exception
and limitation, if any, as the Secretary of the Interior or the Secre
tary of Health, Education, and Welfare in coordination with the
Secretary may find to be necessary in the public interest) be availa
ble to the general public.]

* * * * * * *

SECTION 106 OF THE NATIONAL TRAFFIC AND MOTOR
VEHICLE SAFETY ACT OF 1966

SEC. 106. (a)

*

* * *

* * * * * *
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essary to accomplish substantial utilization of the inven
tion.

[(i) The Administrator shall provide an annual periodic notice to
the public in the Federal Register, or other appropriate publica
tion, of the right to have a hearing as provided by subsection (h)(7)
of this section, and of the availability of the records of determina
tions provided in this section.

[(j) The Administrator shall, in granting waivers or licenses,
consider the small business status of the applicant.

[(k) The Administrator is authorized to take all suitable and
necessary steps to protect any invention or discovery to which the
United States holds title, and to require that contractors or persons
who acquire rights to inventions under this section protect such in
ventions.]

(D The Administration shall be considered a defense agency of
the United States for the purpose of chapter 17 of title 35 of the
United States Code.

[em) As used in this section-
[(1) the term "person" means any individual, partnership,

corporation, association, institution, or other entity;
[(2) the term "contract" means any contract, grant, agree

ment, understanding, or other arrangement, which includes re
search, development, or demonstration work, and includes any
assignment, substitution of parties, or subcontract executed or
entered into thereunder;

[(3) the term "made", when used in relation to any inven
tion means the conception or first actual reduction to practice
of such invention;

[(4) the term "invention" means inventions or discoveries,
whether patented or unpatented; and

[(5) the term "contractor" means any person having a con
tract with or on behalf of the Administration.

[en) Within twelve months after the date of the enactment of
this Act, the Administrator with the participation of the Attorney
General, the Secretary of Commerce, and other officials as the
President may designate, shall submit to the President and the ap
propriate congressional committees a report concerning the appli
cability of existing patent policies affecting the programs under
this Act, along with his recommendations for amendments or addi
tions to the statutory patent policy, including his recommendations
on mandatory licensing, which he deems advisable for carrying out
the purposes of this Act.]

* * * * * * *

LOAN GUARANTEES FOR ALTERNATIVE FUEL DEMONSTRATION
FACILITIES

SEC. 19. (a) * * *

* * * * * * *
(g)(1).* * *

* * * * $: * *
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[(1) the extent to which such waiver is a reasonable and nec
essary incentive to call forth private risk capital for the devel
opment and commercialization of the invention; and

[(2) the extent to which the plans, intentions, and ability of
the contractor or inventor will obtain expeditious commercial
ization of such invention.

[(t) Whenever title to an invention is vested in the United
States, there may be reserved to the contractor or inventor-

[(1) a revocable or irrevocable nonexclusive, paid-up license
for the practice of the invention throughout the world; and

[(2) the rights to such invention in any foreign country
where the United States has elected not to secure patent rights
and the contractor elects to do so, subject to the rights set
forth in paragraphs (2), (3), (6), and (7) of subsection (h): Pro
vided, That when specifically requested by the Administration
and three years after issuance of such a patent, the contractor
shall submit the report specified in subsection (h)(I) of this sec
tion.

[(g)(I) Subject to paragraph (2) of this subsection, the Adminis
trator shall determine and promulgate regulations specifying the
terms and conditions upon which licenses may be granted in any
invention to which title is vested in the United States.

[(2) Pursuant to paragraph (1) of this subsection, the Adminis
trator may grant exclusive or partially exclusive licenses in any in
vention only if, after notice and opportunity for hearing, it is deter
mined that-

[(A) the interests of the United States and the general
public will best be served by the proposed license, in view of
the applicant's intentions, plans, and ability to bring the inven
tion to the point of practical or commercial applications;

[(B) the desired practical or commercial applications have
not been achieved, or are not likely expeditiously to be
achieved, under any nonexclusive license which has been
granted, or which may be granted, on the invention;

[(e) exclusive or partially exclusive licensing is a reasonable
and necessary incentive to call forth risk capital and expenses
to bring the invention to the point of practical or commercial
applications; and

[(D) the proposed terms and scope of exclusivity are not sub
stantially greater than necessary to provide the incentive for
bringing the invention to the point of practical or commercial
applications and to permit the licensee to recoup the costs and
a reasonable profit thereon:

Provided, That, the Administrator shall not grant such exclusive or
partially exclusive license if he 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 line of
commerce to which the technology to be licensed relates. The Ad
ministration shall maintain a publicly available, periodically up
dated record of determinations to grant such licenses.

[(h) Each waiver of rights or grant of an exclusive or partially
exclusive license shall contain such terms and conditions as the
Administrator may determine to be appropriate for the production
of the interests of the United States and the general public, includ
ing provisions for the following:
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in such orders and decrees as it shall determine to be required to
carry into effect fully the provisions of this subsection. Process of
the district court for any judicial district in any action instituted
under this subsection may be served in any other judicial district of
the United States by the United States marshal thereof. Whenever
it appears to the court in which any such action is pending that
other parties should be brought before the court in such action, the
court may cause such other parties to be summoned from any judi
cial district of the United States.]

THE FEDERAL NONNUCLEAR RESEARCH AND
DEVELOPMENT ACT OF 1974

* * * *

PATENT POLICY

* * *

SEC. 9. [(a) Whenever any invention is made or conceived in the
course of or under any contract of the Administration, other than
nuclear energy research, development, and demonstration pursu
ant to the Atomic Energy Act of 1954 (42 U.S.C. 2011 et seq.) and
the Administrator determines that-

[(1) the person who made the invention was employed or as
signed to perform research, development, or demonstration
work and the invention is related to the work he was employed
or assigned to perform, or that it was within the scope of his
employment duties, whether or not it was made during work
ing hours, or with a contribution by the Government of the use
of Government facilities, equipment, materials, allocated funds,
information proprietary to the Government, or services of Gov
ernment employees during working hours; or

[(2) the person who made the invention was not employed or
assigned to perform research, development, or demonstration
work, but the invention is nevertheless related to the contract
or to the work or duties he was employed or assigned to per
form, and was made during working hours, or with a contribu
tion from the Government of the sort referred to in clause (D.

title to such invention shall vest in the United States, and if pat
ents on such invention are issued they shall be issued to the
United States, unless in particular circumstances the Administra
tor waives all or any part of the rights of the United States to such
invention in conformity with the provisions of this section.

[(b) Each contract entered into by the Administration with any
person shall contain effective provisions under which such person
shall furnish promptly to the Administration a written report con
taining full and complete technical information concerning any in
vention, discovery, improvement, or innovation which may be made
in the course of or under such contract.

[(c) Under such regulations in conformity with the provisions of
this section as the Administrator shall prescribe, the Administrator
may waive all or any part of the rights of the United States under
this section with respect to any invention or class of inventions
made or which may be made by any person or class of persons in
the course of or under any contract of the Administration if he de-
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A "transmission program" is a body of material that, as an ag
gregate, has been produced for the sole purpose of transmission to
the public in sequence and as a unit.

To "transmit" a performance or display is to communicate it by
any device or process whereby images or sounds are received
beyond the place from which they are sent.

The "United States", when used in a geographical sense, com
prises the several States, the District of Columbia and the Com
monwealth of Puerto Rico, and the organized territories under the
jurisdiction of the United States Government.

A "useful article" is an article having an intrinsic utilitarian
function that is not merely to portray the appearance of the article
or to convey information. An article that is normally a part of a
useful article is considered a "useful article".

The author's "widow" or "widower" is the author's surviving
spouse under the law of the author's domicile at the time of his or
her death, whether or not the spouse has later remarried.

A "work of the United States Government" is a work prepared
by an officer or employee of the United States Government as part
of that person's official duties.

A "work made for hire" is-
(1) a work prepared by an employee within the scope of his

or her employment; or
(2) a work specially ordered or commissioned for use as a

contribution to a collective work, as a part of a motion picture
or other audiovisual work, as a translation, as a supplemen
tary work, as a compilation, as an instructional text, as a test,
as answer material for a test, or as an atlas, if the parties ex
pressly agree in a written instrument signed by them that the
work shall be considered a work made for hire. For the pur
pose of the foregoing sentence, a "supplementary work" is a
work prepared for publication as a secondary adjunct to a
work by another author for the purpose of introducing, con
cluding, illustrating, explaining, revising, commenting upon, or
assisting in the use of the other work, such as forewords, after
words, pictorial illustrations, maps, charts, tables, editorial
notes, musical arrangements, answer material for tests, bib
liographies, appendixes, and indexes, and an "instructional
text" is a literary, pictorial, or graphic work prepared for pub
lication and with the purpose of use in systematic instructional
activities.

A "computer program" is a set of statements or instructions to be
used directly or indirectly in a computer in order to bring about a
certain result.

* * * * * * *

§ 117. Scope of exclusive rights: Use in conjunction with comput
ers and similar information systems

[Notwithstanding the provisions of sections 106 through 116 and
118, this title does not afford to the owner of copyright in a work
any greater or lesser rights with respect to the use of the work in
conjunction with automatic systems capable of storing, processing,
retrieving, or transferring information, or in conjunction with any
similar device, machine, or process, than those afforded to works
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nated, or arranged in such a way that the resulting work as a
whole constitutes an original work of authorship. The term "compi
lation" includes collective works.

"Copies" are material objects, other than phonorecords, in which
a work is fixed by any method now known or later developed, and
from which the work can be perceived, reproduced, or otherwise
communicated, either directly or with the aid of a machine or
device. The term "copies" includes the material object, other than
phonorecord, in which the work is first fixed.

"Copyright owner", with respect to anyone of the exclusive
rights comprised in a copyright, refers to the owner of that particu
lar right.

A work is "created" when it is fixed in a copy or phonorecord for
the first time; where a work is prepared over a period of time, the
portion of it that has been fixed at any particular time constitutes
the work as of that time, and where the work has been prepared in
different versions, each version constitutes a separate work.

A "derivative work" is a work based upon one or more preexist
ing works, such as a translation, musical arrangement, dramatiza
tion, fictionalization, motion picture version, sound recording, art
reproduction, abridgment, condensation, or any other form in
which a work may be recast, transformed, or adapted. A work con
sisting of editorial revisions, annotations, elaborations, or other
modifications which, as a whole, represent an original work of au
thorship, is a "derivative work".

A "device", machine", or "process" is one now known or later de
veloped.

To "display" a work means to show a copy of it, either directly or
by means of a film, slide, television image, or any other device or
process or, in the case of a motion picture or other audiovisual
work, to show individual images nonsequentially.

A work is "fixed" in a tangible medium of expression when its
embodiment in a copy or phonorecord, by or under the authority of
the author, is sufficiently permanent or stable to permit it to be
perceived, reproduced, or otherwise communicated for a period of
more than transitory duration. A work consisting of sounds,
images, or both, that are being transmitted, is "fixed" for purposes
of this title if a fixation of the work is being made simultaneously
with its transmission.

The terms "including" and "such as" are illustrative and not
limitative.

A "joint work" is a work prepared by two or more authors with
the intention that their contributions be merged into inseparable
or interdependent parts of a unitary whole.

"Literary works" are works, other than audiovisual works, ex
pressed in words, numbers, or other verbal or numerical symbols or
indicia, regardless of the nature of the material objects, such as
books, periodicals, manuscripts, phonorecords, film, tapes, disks, or
cards, in which they are embodied.

"Motion pictures" are audiovisual works consisting of a series of
related images which, when shown in succession, impart an impres
sion of motion, together with accompanying sounds, if any.

To "perform" a work means to recite, render, play, dance,or act
it, either directly or by means of any device or process or, in the
case of a motion picture or other audiovisual work, to show its
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SECTION 12 OF THE ELECTRIC AND HYBRID VEHICLE RE
SEARCH DEVELOPMENT AND DEMONSTRATION ACT OF
1976

SEC. 12. PATENTS.
[Section 9 of the Federal Nonnuclear Energy Research and De

velopment Act of 1974 (42 U.S.C. 5908) shall apply to any contract
(including any assignment, substitution of parties, or subcontract
thereunder), entered into, made, or issued by the Administrator
pursuant to section 8 of this Act.]

SECTION 112 OF THE ACT OF JUNE 3, 1977

AN ACT To authorize appropriations to the Energy Research and Development Ad
ministration in accordance with section 261 of the Atomic Energy Act of 1954, as
amended, section 305 of the Energy Reorganization Act of 1974, and section 16 of
the Federal Nonnuclear Energy Research and Development Act of 1974, and for
other purposes.

* * * * * * *

TITLE I-NONNUCLEAR PROGRAMS

* * * * * * *
Sec. 112. (a) * * *

* * * * * * *
(d)(l) Grants, agreements or contracts under this section may be

made to individuals, local nonprofit organizations and institutions,
State and local agencies, Indian tribes and small businesses. The
Administration shall develop simplified procedures with respect to
application for support under this section.

(2) Each grant, agreement or contract under this section [shall
be governed by the provisions of section 9 of the Federal Nonnu
clear Energy Research and Development Act of 1974 and] shall
contain effective provisions under which the Administration shall
receive a full written report of activities supported in whole or in
part by funds made available by the Administration; and

(3) In determining the allocation of funds among applicants for
support under this section the Administrator may take into consid
eration:

(A) the potential for energy savings or energy production;
(B) the type of fuel saved or produced;
(C) the potential impact on local or regional energy or envi

ronmental problems; and
(D) such other criteria as the Administrator finds necessary

to achieve the purposes of this Act or the purposes of the Fed
eral Nonnuclear Energy Research and Development Act of
1974.
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SECTION 12 OF THE ACT OF FEBRUARY 14, 1903

BUREAUS IN DEPARTMENT

SEC. 12. The following named bureaus, administrations, services,
offices, and programs of the public services, and all that pertains
thereto, shall be under the jurisdiction and subject to the control of
the Secretary of Commerce:

(a) * * *

* * * * * * *
[(e) Patent Office;]

* * * * * * *

SECTION 3 OF THE ACT OF APRIL 5, 1944

An Act Authorizing the construction and operation of demonstration plants to pro
duce synthetic liquid fuels from coal, oil shales, agricultural and forestry prod
ucts, and other substances, in order to aid the prosecution of the war, to conserve
and increase the oil resources of the Nation, and for other purposes.

* * * * * * *
[SEC. 3. The Secretary of the Interior is authorized to grant, on

such terms as he may consider appropriate but subject to section
207 of the Federal Property and Administrative Services Act of
1949, licenses under patent rights acquired under this Act: Pro
vided, That such licenses are consistent with the terms of the
agreements by which such patent rights are acquired. No patent
acquired by the Secretary of the Interior under this Act shall pre
vent any citizen of the United States, or corporation created under
the laws of the United States or any State thereof, from using any
invention, discovery, or process covered by such patent, or restrict
such use by any such citizen or corporation, or be the basis of any
claim against any such person or corporation on account of such
use.]

RESOURCES CONSERVATION AND RECOVERY ACT OF 1976

* * * * * * *

SUBTITLE H-RESEARCH, DEVELOPMENT, DEMONSTRATION, AND
INFORMATION

RESEARCH, DEMONSTRATIONS, TRAINING, AND OTHER ACTIVITIES

SEC. 8001. (a) GENERAL AUTHORITY.-* * *

* * * * * * *
(c) AUTHORITIES.-(l) In carrying out subsection (a) of this section

respecting solid waste research, studies, development, and demon
stration, except as otherwise specifically provided in section



52

§408. Relationship to other laws
Nothing in this chapter creates any immunities or defenses to ac

tions under the antitrust laws.

§409. Authority of Federal agencies
(a) Agencies may apply for, obtain, maintain, and protect patent

rights in the United States and in foreign countries on any inven
tion in which the Government has an interest in order to promote
the use of inventions having significant commercial potential or
otherwise advance the national interest.

(b) Agencies may license federally owned patent rights on terms
and conditions consistent with subchapter III

(c) Agencies may transfer patent rights to other agencies and
accept them from other agencies, in whole or in part, without regard
to the Federal Property and Administrative Services Act of 19.49 (.40
us.e .471).

(d) Agencies may withhold publication or release of information
disclosing any invention long enough for patent applications to be
filed.

(e) Agencies may promote licensing of federally owned patent
rights by making market surveys, acquiring technical information,
or otherwise enhancing the marketability of the inventions.

(f) Agencies may enter into contracts necessary and appropriate to
accomplish the purposes of this section.

§ 410. Responsibilities of the Secretary of Commerce
(a) The Commissioner ofPatents will-

(1) consult with other agencies about areas of science and
technology with potential for commercial development.

(2) coordinate a program to help agencies in exercising the au
thority given by section .409.

(3) evaluate inventions referred by agencies to identify those
with the greatest commercialpotential.and to promote their
public use;

(.4) help agencies seek and maintain patents in the United
States and in foreign countries by paying fees and costs and by
other means;

(5) develop and manage a Government-wide program, with ap
propriate private sector participation, to stimulate transfer to
the private sector of potentially valuable federally-owned tech
nology through disseminationof. information about the technol
ogy;

(6)publish notice of all federally-owned patent rights that are
available for .licensing; and

(7) seven years after the date of enactment of this Act, submit
to the President and Congress a report describing the operation
of this chapter and containing recommendations, if any, for fur
theramendments to promote industrial innovation in the
United States.

(b) There is authorized to be appropriated to the Commissioner of
Patents such sums as may be necessary to enable the Commissioner
to carry out responsibilities under this section.

§411. Definitions
As used in this chapter-
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SUBCHAPTER III-LICENSING OF FEDERALLY OWNED
INVENTIONS

§ 400. Covered inventions
This subchapter applies to the licensing of all federally owned

patent rights, including licenses or sublicenses granted or required
to be granted by the Government under section 387. However, it does
not apply to licenses established by the other sections of subchapter
I of this chapter.

§ 401. Exclusive or partially exclusive licenses
(a) An agency may grant exclusive or partially exclusive domestic

licenses under federally owned patent rights not automatically li
censed under section 384 only if, after public notice and opportunity
for filing written objections, it determines that-

(1) the desired practical application is not likely to be
achieved under a nonexclusive license; and

(2) the scope of proposed exclusivity is not greater than rea
sonably necessary.

(b) An agency may grant exclusive or partially exclusive foreign
licenses under federally owned patent rights after public notice and
opportunity for filing written objections and after determining
whether the interests of the Government orof United States indus
try in foreign commerce will be enhanced.

(c) An agency will not grant a license under this section if it de
termines that such a grant would create or maintain a situation in
consistent with the antitrust laws.

(d) Agencies will maintain periodically updated records of deter
minations to grant exclusive or partially exclusive licenses. These
records will be publicly available.

§402. Minimum Government rights
Each license granted under section 401 will contain such terms

and conditions as the agency finds appropriate to protect the inter
ests of the Government and the public, including provisions reserv
ing to the Government:

(1) The right to require from the licensee written reports on
the use of the invention,

(2) A royalty-free, worldwide right to practice the invention or
have it practiced for the Government, and

(3) The right to license State and local governments to prac
tice the invention or have it practiced for them if the agency de
termines that reservation of this right would serve the national
interest.

§403. March-in rights
(a) The Government will have the right to terminate any license

granted under section 401 in whole or in part, but only-
(1) if the licensee has not taken and is not expected to take

timely and effective action to achieve practical application of
the invention in each of the fields of use affected;

(2) if necessary to protect national security;
(3) if necessary to meet requirements for public use specified

by Federal regulation;
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ment to practice the invention or have it practiced for the Gov
ernment.

(3) If the agency finds insufficient interest in an invention to
justify exercising its rights under paragraph (1) of this section,
it may permit the employee-inventor to receive any or all of
those rights, subject to the Government s rights as described in
paragraph (2) of this section. However, nothing in this para
graph will prevent the agency from publishing the invention or
otherwise dedicating it to the public.

(4) If the agency determines that national security might be
impaired if the employee-inventor were to receive rights in an
invention under paragraphs (2) or (3) of this section, the Govern
ment will acquire all rights in the invention.

(5) The Government will claim no rights under this Act in
any employee-invention not covered by paragraphs (1) or (2) of
this section.

(6) Notwithstanding paragraph (1) of this section, an agency
may enter into agreements providing for appropriate allocation
of rights in inventions that result from research or development
to which other parties have substantially contributed.

§394. Presumptions
(a) There will be a rebuttable presumption that an employee in

vention falls within the criteria of section 393(1) if it was made by a
Federal employee who is employed or assigned to-

(1) invent, improve, or perfect any art, machine, manufacture,
or composition of matter;

(2) conduct or perform research or development work;
(3) supervise, direct, coordinate, or review federally sponsored

or supported research or development work; or
(.4) act as liaison among agencies or individuals engaged in

the work specified in paragraphs (1), (2), or (3) of this subsec
tion.

(b) There will be a rebuttable presumption that an invention falls
within the criteria of section 393(2) if it was made by any other Fed
eral employee.

§395. Review of agency determinations
Agency determinations under sections 392 and 393 will be re

viewed whenever-
(1) the agency determines not to acquire all rights in an in

vention, or
(2) an aggrieved employee-inventor requests a review.

Standards and procedures for this review will be prescribed in the
regulations issued under section 399.

§ 396. Reassignment of rights
If an agency finds on the basis of new evidence that it has ac

quired rights in an invention greater than those to which the Gov
ernment was entitled under the criteria of section 393, it will grant
the employee-inventor such rights as may be necessary to correct the
error.
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(c) Whenever under this section an agency requires a contractor to
grant a license or sublicense, it may specify reasonable terms, in
cluding the royalties to be charged, if any; the duration of the li
cense or sublicense; the scope of exclusivity; and the fields of use to
be covered.

§ 388. Deviation and waiver
(a) An agency may deviate from the allocation ofpatent rights in

contract inventions provided for in any standard patent rights
clause established under section 390 acquiring more or fewer rights
in the inventions, to further the agency ~ mission and the public in
terest. It may so deviate on a class basis only in accordance with
regulations issued either under section 390 or, unless prohibited by
those regulations, by the agency. Case-by-case deviations must be au
thorized by the head of the agency or his designee, and described in
the Federal Register.

(b) The national security and antitrust march-in rights reserved
by sections 387(a)(2), 387(a)(4), and 387(c) may not be waived under
any circumstances.

(c) Rights reserved by sections 384 and 387(a)(l) may be waived
only:

(1) in contracts involving cosponsored, cost-sharing, or joint
venture research or development to which the contractor makes
a substantial contribution of funds, facilities, technology, or
equipment; or

(2) in contracts with a contractor whose participation is neces
sary for the successful accomplishment of the agency ~ mission
but cannot be obtained under the standard patent rights clause.

§ 389. Transfer of rights to contractor employees
The contractor's employee-inventor may receive some or all of the

contractor's rights under this subchapter with the permission of the
contractor and the approval of the responsible. agency. The corre
sponding obligations of the contractor under this subchapter then
will become obligations of the employee-inventor.

§ 390. Regulations and standard patent rights clause
(a) The Office of Federal Procurement Policy will direct the issu

ance of regulations to implement this title. The regulations ioilles
tablish. a standard patentright clause or clauses, to be included in
each. Federal contract except as provided in section 388.

(b) Such regulations shall provide payment to the Government for
Federal funding of research and development activities through the
sharing of royalties and/or revenues with the contractor. Such regu
lations shall provide, .to the. extent appropriate, a standard contrac
tual clause to be included. in all Federal research and development
contracts.

(c) Such regulations may allow the agency to. waive all or part of
the payment set forth in subsection (a) of this section at the time of
contracting or at the request of the contractor where the agency de
termines that---'-

(1) the probable administrative costs are ·likely to be greater
than the expected amount ofpayment; or
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achieve public use of the invention; but no such list shall be re
quired for contract inventions on which the contractor did not elect
to file any patent application. During such four and one-half year
period the contractor shall hold temporary title to the contract in
vention, subject to the rights of the Government provided elsewhere
in this Act. Each field will be described with sufficient particular
ity to allow the Government to identify those fields of use not en
compassed by the described field. Upon the filing of such a complet
ed list, or at the end of the four and one-half year period, whichever
is earlier, the Government will acquire from the contractor title to
all United States patents on such inventions. Neither the contractor
nor any sublicensee may market or use commercially any product or
process embodying the patented invention, except under the nonex
clusive license granted pursuant to section 385, unless the contractor
has described a field of use which embraces the product or process
and has reported the field of use to the responsible agency pursuant
to this section; but failure to file a field of use list prior to market
ing or prior to using commercially any product or process embodying
an invention shall be excused if such failure resulted from inaduer
tance, mistake, or excusable neglect.

(b) If such contractor has filed a United States patent application
within a reasonable time after it has disclosed an invention under
section 382(b)(1), it will receive an exclusive license in each described
field of use, with the exclusive right to sublicense, under each
United States patent or patent application transferred to the Gov
ernment under subsection (al.o] this section 384. However, its license
will be subject to the Government's minimum rights under section
386 and march-in rights under section 387.

(c) The contractor automatically will acquire by operation of law
the right to receive an exclusive license, pursuant to subsection (b) of
this section in each described field of use, ninety days after it pro
vides the responsible agency with a description of such fields of use
pursuant to subsection (a), except that it will not acquire the right
to receive an exclusive license in any field. of use as to which the
agency notifies the contractor within the ninety-day period that it
has made a determination under subsection (d) of this section.

(d).The contractor will not acquire an exclusive license in any
field of use if the responsible agency determines that the contrac
tor's possession of such. a license-

(1) would impair national security; or
(2) would create or maintain a situation inconsistent with the

aiititrust laws.
(e) A n agency determination under. subsection (d) of this section

will include written reasons for the determination. The cOTftractor
may appeal the. determination to the United States .Court of Cus
toms and Patent Appeals. within sixty dayspfter the. contractor has
been notified of thede~ermi'fation.,That court will have exclusive
jurisdiction to determine the matter de novo and to affirm, reverse,
or modify the agency determination, specifically including authority
to require that the contractor-receioe.any-exclusioe license provided
for by thiss~<;tion.

(f) 1- contr(j,(:tor that is not a fi'rndllbU8lness or a nOhprofit organi
zation .l»illacquire (itlet()its .contract invention in each foreign
country it listfi unders~ction.382(b)(2) in which it files a. patent ap
plication within a .reasonable timeunl~ss the agency determines
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to 145 of this title, with respect to any decision adverse to the pat
entability of any original or proposed amended or new claim of the
patent.

§ 307. Certificate of patentability, unpatentabilitu, and claim cancel
lation

(a) In a reexamination proceeding under this chapter, when the
time for appeal has expired or any appeal proceeding has terminat
ed, the Commissioner will issue and publish a certificate canceling
any claim of the patent finally determined to be unpatentable, con
firming any claim of the patent determined to be patentable, and
incorporating in the patent any proposed amended or new claim de
termined to be patentable.

(b) Any proposed amended or new claim determined to be patent
able and incorporated into a patent following a reexamination pro
ceeding will have the same effect as that specified in section 252 of
this title for reissued patents on the right of any person who made,
purchased, or used anything patented by such proposed amended or
new claim, or who made substantial preparation for the same, prior
to issuance of a certificate under the provisions of subsection (a) of
this section.

* * * * * * *

PART IV-PATENT COOPERATION TREATY

* * * * * * *

CHAPTER 38-THE GOVERNMENT PATENT POLICY ACT OF
1980

Sec. 381. Title.

SUBCHAPTER I-CONTRACT INVENTIONS

Sec. 382. Contract inventions; reporting.
Sec. 383. Allocation of rights-small businesses and nonprofit organizations.
Sec. 384. Allocation of rights-other contractors.
Sec. 385. Contractor license.
Sec. 386. Minimum Government rights.
Sec. 387. March-in rights.
Sec. 388. Deviation and waiver.
Sec. 389. Transfer of rights to contractor employees.
Sec. 390. Regulations andstandard patent rights clause.

SUBCHAPTER II-INVENTIONS OF FEDERAL EMPLOYEES

Sec. 391. Employee inventions.
Sec. 392. Reporting of inventions.
Sec. 393. Criteria for the allocation of rights.
Sec. 394. Presumptions.
Sec. 395. Review of agency determinations.
Sec. 396. Reassignment of rights.
Sec. 397. Incentive awards program.
Sec. 398. Income sharing from patent licenses.
Sec. 399. Regulations.

SUBCHAPTER III-LICENSING OF FEDERALLY·OWNED INVENTIONS

Sec. 400. Covered inventions.
Sec. 401. Exclusive or partially exclusive licenses.
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emergency and six months thereafter. The Commissioner may re
scind any order upon notification by the heads of the departments
and the chief officers of the agencies who caused the order to be
issued that the publication or disclosure of the invention is no
longer deemed detrimental to the national security.

* * * * * * *

§ 188. Rules and regulations, delegation of power

The Atomic Energy Commission, the Secretary. ofa' defense de
partment, the chief officer of any other department or. agency of
the Government designated by the President as a defense agency of
the United States, and the [Secretary of Commerce]. Commis
sioner of Patents and Trademarks, may separately issue rules and
regulations to enable the respective department or agency to carry
out the provisions of this chapter, and may delegate any power con
ferred by this chapter.

* * * * * * *

CHAPTER 30-PRIOR ART CITATIONS TO OFFICE AND
REEXAMINATION OF PATENTS

Sec. 301. Citation ofprior art.
Sec. 302. Request for reexamination.
Sec. 303. Determination of issue by Commissioner.
Sec. 304. Reexamination order by Commissioner.
Sec. 305. Conduct of reexamination proceedings.
Sec. 306. Appeal.
Sec. 307. Certificate ofpatentability, unpatentability, and claim cancellation.

§301. Citation ofprior art
Any-person. at any time may cite to the Office in whttngpfior art

consisting of patents or printed publications which that person be
lieves to have a bearing on the patentability of any claim ofa par
ticular patent. If the person explains in writing the pertinency and
manner of applying such prior art to at least one claim .. of the
patent, the citation of such prior art and the explanation thereof
will become a part of the official file of the patent. At the written
request of the person citing the prior art, his or her identity will be
excluded from the patent file and kept confidential.

§ 302. Request for reexamination

Any person at any time may file a request for reexamination by
the Office of any claim of a patent on the basis of any prior art
cited under the provisions of section 301 of this title. The request
must be in writing and must be accompanied by payment of a reexa
mination fee established by the Commissioner' of Patents pursuant
to the provisions of section .41 of this title. The request must set
forth the pertinency and manner of applying cited prior art to every
claim for which reexamination is requested. Unless the requesting
person is the owner of the patent, the Commissioner promptly will
send a copy of the request to the owner of record of the patent.

§303. Determination of issue by Commissioner
(a) Within three months following the filing of a request for reex

amination under the provisions of section 302 of this title, the Com-
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copy of the specifications and drawings for all patents referred to in
that notice without charge.

(f) Fees will be adjusted by the Commissioner to achieve the levels
of recovery specified in this section; however, no patent application
processing fee or fee for maintaining a patent in force will be ad
justed more than once every three years.

(g) No fee established by the Commissioner under this section will
take effect prior to sixty days following notice in the Federal Regis
ter.

[§ 42. Payment of patent fees; return of excess amounts
[All patent fees shall be paid to the Commissioner who, except

as provided in sections 361(b) and 376(b) of this title, shall deposit
the same in the Treasury of the United States in such manner as
the Secretary of the Treasury directs, and the Commissioner may
refund any sum paid by mistake or in excess of the fee required by
law.]

§ 42. Patent and Trademark Office funding

(a) All fees for services performed by or materials furnished by the
Patent and Trademark Office will be payable to the Commissioner.

(b) All fees paid to the Commissioner and all appropriations for
defraying the costs of the activities of the Patent and Trademark
Office will be credited to the Patent and Trademark Office Appro
priation Account in the Treasury of the United States, the prooi
stone of section 725e of title 31, United States Code, notwithstand
ing.

(c) Revenues from fees will be available to the Commissioner of
Patents to carry out,. to the extent provided for in appropriation
Acts, the activities of the Patent and Trademark Office.

(d) The Commissioner may refund any fee paid by mistake or any
amount paid in excess of that required.

* * * * *

PART II-PATENTABILITY OF INVENTIONS AND GRANT OF
PATENTS

* * * * * * *

CHAPTER 14.......ISSUEOF PATENT

* * * * * * *

§ 154; Contents and term of patent
Every patent shall contain a short title of the invention and. a

grant to the patentee, his heirs or assigns, for-the termof seven
teen years, subject to the payment of [issue] .fees •• as provided for
in this title,. of the right to ~xclude others froIIlma.king,using, or
sellingtheinvention throughout the United States, refefring to the
specification for the particulars there?f. A copy of the specification
and drawings shall be annexed to the patent and be 'a part thereof.

* * * * *
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[§ 41. Patent fees
[(a) The Commissioner shall charge the following fees:
[1. On filing each application for an original patent, except in

design cases, $65; in addition on filing or on presentation at any
other time, $10 for each claim in independent form which is in
excess of one, and $2, for each claim (whether independent or de
pendent) which is in excess of ten. For the purpose of computing
fees, a multiple dependent claim as referred to in section 112 of
this title or any claim depending therefrom shall be considered as
separate dependent claims in accordance with the number of
claims to which reference is made. Errors in payment of the addi
tional fees may be rectified in accordance with regulations of the
Commissioner.

[2. For issuing each original or reissue patent, except in design
cases, $100; in addition, $10 for each page (or portion thereof) of
specification as printed, and $2 for each sheet of drawing.

[3. In design cases:
[a. On filing each design application, $20.
[b. On issuing each design patent: For three years and six

months, $10; for seven years, $20; and for fourteen years, $30.
[4. On filing each application for the reissue of a patent, $65; in

addition, on filing or on presentation at any other time.: $10 for
each claim in independent form which is in excess of the number of
independent claims of the original patent, and $2 for each claim
(whether independent or dependent) which is in excess of ten and
also in excess of the number of claims of the original patent. Errors
in payment of the additional fees may be rectified in accordance
with regulations of the Commissioner.

[5. On filing each disclaimer, $15.
[6. On appeal for the first time from the examiner to the Board

of Appeals, $50; in addition, on filing a brief in support of the
appeal, $50.

[7. On filing each petition for the revival of an abandoned appli
cation for a patent or for the delayed payment of the fee for issuing
each patent, $15.

[8. For certificate under section 255 or under section 256 of this
title, $15.

[9. As available and if in print: For uncertified printed copies of
specifications and drawings of patents (except design patents), 50
cents per copy; for design patents, 20 cents per copy; the Commis
sioner may establish a charge not to exceed $1 per copy for patents
in excess of twenty-five pages of drawings and specifications and
for plant patents printed in color; special rates for libraries speci
fied in section 13 of this title, $50 for patents issued in one year.
The Commissioner may, without charge, provide applicants with
copies of specifications and drawings of patents when referred to in
a notice under section 132.

[10. For recording every assignment, agreement, or other paper
relating to the property in a patent or application, $20; where the
document relates to more than one patent or application, $3 for
each additional item.

[11. For each certificate, $1.
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[(b) The Secretary of Commerce may vest in himself the func
tions of the Patent and Trademark Office and its officers and em
ployees specified in this title and may from time to time authorize
their performance by any other officer or employee.]

[(c)] (b) The [Secretary of Commerce] Commissioner is author
ized to fix the per annum rate of basic compensation of each exam
iner-in-chief in the Patent and Trademark Office at not in excess of
the maximum scheduled rate provided for positions in grade 17 of
the General Schedule of the Classification Act of 1949, as amended.

* * * * * * *

§ 6. Duties of Commissioner
(a) The Commissioner [, under the direction of the Secretary of

Commerce,] shall superintend or perform all duties required by
law respecting the grantingand issuing of patents and the registra
tion of trademarks; shall have the authority to carryon studies
and programs regarding domestic and international patent and
trademark law; and shall have charge of property belonging to the
Patent and Trademark Office. He may[, subject to the approval of
the Secretary of Commerce,] establish regulations, not inconsist
ent with law, for the conduct of proceedings in the Patent and
Trademark Office.

(b) The Commissioner[, under the direction of the Secretary of
Commerce,] may, in coordination with the Department of State,
carryon programs and studies cooperatively with foreign patent of
fices and international intergovernmental organizations, or may
authorize such programs and studies to be carried on, in connection
with the performance of duties stated in subsection (a) of this sec
tion.

(c) The' Commissioner [, under the direction ?f the Secretary of
Commerce,] may, with the concurrence of the. Secretary of State,
transfer funds appropriated to the Patent and Trademark Office,
not to exceed $100,000 in any year, to the Department of State for
the purpose of making special payments to. illternati?nal intergov
ernmental organizations for studies and programs for advancing in
ternational cooperation concerning patents, trademarks, and relat
ed matters. These special payments may be in addition to any
other payments or contributions to the international organization
and shall not be subject to any limitations imposed by law on the
amounts of such other payments or contributions by the Govern
ment of the United States.

(d) The Commissioner [, under the direction of the secretary of
Commerce,] may, with the concurrence of the Secretary of State,
allocate funds appropriated to the Patent Office, to the Department
of State for the purpose of payment of the share on the part of the
United States to the working capital fund established under the
Patent Cooperation Treaty. Contributions to cover the share on the
part of the United States of any operating deficits of the Interna
tional Bureau under the Patent Cooperation Treaty shall be includ
ed in the annual budget of the Patent Office and may be trans
ferred by the Commissioner[, under the direction of the Secretary
of Commerce,] to the Department of State for the purpose of
making payments thereof to the International Bureau.
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It has been said that. an independent Patent Office would have
only a small additional cost. This is illusory. Setting up an inde
pendent office with its o>ynadministrative hierarchy, which must
make available the facilities and services that are now being pro
vided by the Department of Commerce,will be a very costly oper
ation. I speak from some experience because the Committee on
Government Operations has been called upon to create numerous
independent agencies and offices over the years. Many of these
have been established for good purposes, but with hardly an excep
tion they required substantial extra expenditures.

Taking the Patent Office out of Commerce will not necessarily
enhance its efficiency or improve its services' to the business com
munity and the public. This shift may require a realignment of
procedures which could as well be done within the Department of
Commerce. Inevitably, any reorganization requires a temporary
slowdown in operations and procedures until the new organization
has been put into effect and had its shakedown cruise. This could
take months or even years and could have,at the very least, a tem
porary deleterious effect on Patent Office services.

I cannot see how the creation of an independent agency will nec-·
essarily add to the amount of funding available to the Patent
Office or bring about an increase in the number of patent examin
ers. The doubts about the need for larger appropriations will exist
whether or not the Patent Office is in Commerce or outside. The
budget will still have to go through the Office of Management and
Budget and be subject to the Administration's overall policy and
will still have to run the gauntlet of the Appropriations Commit
tees and of the Congress.

Basically, our objective is to increase productivity in the United
States and make ourselves more competitive with the technological
inventiveness and ingenuity of foreign nations. Certainly this is an
urgent matter which needs serious attention and attack. But a re
moval of the Patent Office from the agency in which it is currently
housed would only be' cosmetic and in no way alleviate the root
causes of the problem. Let us undertake the difficult steps that are
needed but not fool ourselves and the American public by making
changes that will have little or no effect.

CONCLtJSION

I agree wholeheartedly with the establishment of a U.S. patent
policy that encourages the development and production of new
products, that will reward those who take risks, and that will in
spire increased confidence in our economy. My comments above
deal only with the very special issue of government-funded re
search and development activities.

The Federal government has the equivalent of a fiduciary re
sponsibility to the taxpayers of this country. Property acquired
with public funds should belong to the public. Deviations from that
fundamental principle should be allowed only where a compelling
justification can be shown and where the voice of the public can be
heard in protest. This legislation stands that principle on its head
by automatically conveying title or the exclusive right to use public
property to private entities and placing the burden on the Federal
government to demonstrate that a retrieval of those rights is in the
public interest.

JACK BROOKS.
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that this organizational realignment will result in any increase in
efficiency in the operations of the Patent Office or in any increase
in productivity in U.S. industrial output. On the other hand, there
is every reason to believe it will result in increased expenditures
and further fragmentation of government management. Also, its
inclusion in this bill raises a serious jurisdictional problem as gov
ernment reorganizations are matters within the jurisdiction of the
Committee on Government Operations.

COMPETITION VS. MONOPOLY

Proponents of this legislation allege that assigning title or auto
matic exclusive licensing rights to government contractors and
grantees will result in greater productivity. In fact, the opposite
result may occur. By granting an exclusive license to the developer
of a government-funded patent, the number of potential producers
and marketers may be substantially restricted. Open competition
has long been the basic element of our economic system. Providing
patent rights inherently grants a type of monopoly privilege. Such
privileges can be justified when a private individual or entity has
risked considerable sums on the research and development of the
product, costs which the developer should be able to recapture
upon commercialization. A quite different situation exists, however,
when the financial risk has been borne by the taxpayer. In that
case, the justification for the granting of anti-competitive patent
rights does not exist.

UNIFORMITY OF PATENT POLICIES:

Currently, there are about 26 agencies with regulations govern
ing patent rights on government-funded inventions. The propo
nents of this legislation argue that uniformity in patent policy is
badly needed. I would agree that uniformity is, in all probability,
desirable, but not at the cost of giving away title and exclusive li
censes in public property.

Furthermore, this bill does not achieve uniformity in patent
policy. This bill will establish three different policies for handling
government-funded patents. The applicable policy will not be deter
mined by the nature of the patent or the public good, but rather by
the nature and size of the contractor or grantee. One policy assigns
automatic title to the contract invention where the contractor is a
small business or nonprofit organization; another policy assigns
automatic exclusive licenses to other contractors; and a third policy
provides criteria for granting exclusive or partially exclusive li
censes in all other cases. Where is the uniformity this legislation
was supposed to provide?

POTENTIAL DECREASE IN PRIVATE RESEARCH FUNDS

The Federal government presently pays for well-over half the
cost of research and development in the U.S. to the tune of $30 bil
lion a year. Under this legislation, the percentage of government
funded research may become even greater. It would make no sense
for a company to spend its own money on the research and devel
opment of new products and technology when the government will
carry the costs and bear the risk for them. It is an entrepreneur's
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that no additional costs would be incurred as a result of enactment
of this legislation.

Finally the PTO would be required to report regularly on the
status of a computerized data retrieval system. Since the PTO is al
ready planning to study and evaluate the feasibility of such a
system, it is assumed that any significant costs incurred as a result
of analyzing or implementing such a system would not be a direct
result of the legislation. Consequently, no cost has been estimated
for this provision.

7. Estimate Comparison: The Commissioner of Patents has esti
mated that approximately 1,000 to 3,000 requests for reexamina
tions would be made annually, requiring from 25 to 100 additional
staff members, at a cost of between $1 million and $4.5 million an
nually. CBO estimates approximately 500 applications will be proc
essed beginning in fiscal year 1981 because a later date of enact
ment is assumed.

8. Previous CBO estimate: On February 27, 1980, the Congres
sional Budget Office prepared a cost estimate for S. 1679, the
Patent Law Amendments of 1979, as ordered reported by the
Senate Committee on the Judiciary on February 19, 1980. The costs
of S. 1679 and the costs attributed to reexamination in this bill are
the same, with adjustments assumed for date of enactment.

On December 4, 1979, CBO prepared a cost estimate on S. 414,
the University and Small Business Patent Procedures Act, as or
dered reported by the Senate Committee on the Judiciary on No
vember 20, 1979. The CBO estimated that no significant cost would
be incurred by the government if a uniform patent procedure for
small businesses and nonprofit organizations performing govern
ment-supported research and development were established.

9. Estimate prepared by: Mary Maginniss.
10. Estimate approved by: C. G. Nuckols (for James L. Blum, As

sistant Director for Budget Analysis.)

INFLATIONARY IMPACT STATEMENT

H.R. 6933 will have no forseeable inflationary impact on prices
or costs in the operation of the national economy.

COMMITTEE VOTE

H.R. 6933 was approved by the Committee on the Judiciary on
August 20, 1980, by a voice vote.
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timated to be $1.4 million in fiscal year 1982, increasing to $2.5
million by fiscal year 1985. It is assumed, however, that the full
amount required by the PTO for salaries and expenses would be re
covered by fees set at the beginning of the fiscal year and adjusted
annually for inflation and anticipated workload. It is assumed that
fees would be included with the request for reexamination and re
flected as a reimbursable to the agency, resulting in a net outlay of
around zero in each fiscal year.

Revision of fee structure
H.R. 6933 would restructure the current fee structure for patents

and trademarks. Currently, the PTO recovers approximately 20
percent of the cost of processing patents and approximately 30 per
cent of the cost of issuing trademarks. These fees are deposited in
the general fund of the Treasury.

The bill would allow the PTO to recover up to 25 percent of the
average processing costs and 25 percent of the maintenance costs
for patents, the latter fee collected in four installments over the
life of the patent. In addition, the PTO would be allowed to recover
a maximum of 50 percent of the cost of issuing trademarks. All
fees for patents and trademarks could be adjusted no more than
once every three years and would be credited to the PTO as a reim
bursable to the agency, rather than as a revenue to the Treasury.

It is assumed that the revised fee structure for trademarks would
be implemented early in the second quarter of fiscal year 1981, and
for patents beginning in fiscal year 1982. It is assumed that the
agency costs for processing patents and trademarks from which re
covery could be made would be approximately $84 million in fiscal
year 1982, increasing to approximately $109 million by fiscal year
1985. It is assumed that an average recove-ry rate of 25 and 50 per
cent, adjusted every third year, would be established for processing
fees for patents and for trademarks, respectively. Patent mainte
nance fees would be collected three times in a patent's life-around
the fourth, eighth, and twelfth year. Since the first payment would
not be made until fiscal year 1986, it is not reflected in the table
below.

[By fiscal years, in millions of dollars]

1981 1982 1983 1984 1985

Existing fee structure-Esfimated revenues:
Patents ................................................................................. 20.3 20.8 21.3 21.8 22.2

.Trademarks ........................................................................... 2.4 2.4 2.5 2.5 2.6

Total ................................................................................. 22.7 23.2 23.8 24.3 24.8

Proposed fee structure in H.R. 6933-Estimated collections:
Patents' ............................................................................... 220.3 21.2 21.2 21.2 27.2
Trademarks ........................................................................... 3.6 3.6 3.6 4.6 4.6

23.6 24.8 24.8 25.8 31.8

Net budget impact ......................................................................... -0.9 -1.6 -1.0 -1.5 -7.0

, Maintenance tees would becollected beginning in fiscal year 1986, and by fiscal year 1994 would result in revenues approximately twice those
estimated for processing.

2 The current fee structure for patents remains in effect throught fiscal year 1981.
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advice of its own counsel the Committee concluded that state reme
dies for protection of computer software are not limited by this bill.

OVERSIGHT STATEMENT

Oversight of the Patent and Trademark Office is the responsibili
ty of the Committee on the Judiciary. During the First Session of
the 96th Congress the subcommittee on Courts, Civil Liberties and
the Administration of Justice held hearings entitled, "General
Oversight on the Patent, Trademark and Copyright Systems." They
have been published as serial No. 15, Ninety-sixth Congress. The
Committee and its subcommittee intend to continue this oversight
into the next Congress.

No oversight statement has been received from the Committee
on Government Operations regarding H.R. 6933.

NEW BUDGET AUTHORITY

In regard to clause 2(1)(3)(B) of rule XI of the House of Repre
sentatives, H.R. 6933 creates no new budget authority.

STATEMENT OF THE BUDGET COMMITTEE

No statement on H.R. 6933 has been received from the Commit
tee on the Budget.

ESTIMATED COST OF THE LEGISLATION

It is estimated that there will be no additional costs to the
United States due to the provisions of H.R. 6933. As the statement
of the Congressional Budget Office indicates, there will be a substan
tial savings to the United States as a result of the legislation.

STATEMENT OF THE CONGRESSIONAL BUDGET OFFICE

U.S. CONGRESS,
CONGRESSIONAL BUDGET OFFICE,

Washington, D.C., August 28, 1980.
Hon. PETER W. RODINO, Jr.,
Chairman, Committee on the Judiciary,
US. House ofRepresentatives, Washington, D.C.

DEAR MR. CHAIRMAN: Pursuant to Section 403 of the Congres
sional Budget Act of 1974, the Congressional Budget Office has pre
pared the attached cost estimate for H.R. 6933, a bill to amend the
patent and trademark laws.

Should the Committee so desire, we would be pleased to provide
further details on this estimate.

Sincerely,
JAMES BLUM

(For Alice M.Rivlin, Director).

CONGRESSIONAL BUDGET OFFICE-COST ESTIMATE, AUGUST 28, 1980

1. Bill number: H.R. 6933.
2. Bill title: A bill to amend the patent and trademark laws.
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Subsection (b) authorizes the appropriation to the Secretary of
Commerce of such sums as thereafter may be necessary to enable
the Secretary to carry out responsibilities under this section.

Section 411. Definitions
Section 411 sets out the definitions, for purposes of the Act for

the terms "Agency," "Responsible agency," "antitrust laws," "con
tract," "contractor," "Federal employee," " invention," "made,"
"nonprofit organization," "patent rights," "practical application,"
"small business," "state," "local," and "will."

CONFORMING PATENT POLICY AMENDMENTS

Section 7 amends or repeals parts of other acts as necessary to
implement the provisions of new chapter 38 of title 35, United
States Code. Acts amended or repealed in part are:

Title 7, U.S.C. 427(i).
Title 7, UB.C. 1624(a).
The Federal Coal Mine Health and Safety act of 1969.
The National Traffic and Motor Vehicle Safety Act of 1966.
The National Science Foundation Act of 1950.
The Atomic Energy Act of 1954.
The National Aeronautics and Space Act of 1958.
The Coal Research and Development Act of 1960.
The Helium Act Amendments of 1960.
The Arms Control and Disarmament Act of 1961.
The Appalachian Regional Development Act of 1965.
The Federal Nonnuclear Energy Research and Development

Act of 1974.
The Tennessee Valley Authority Act of 1933.
The Consumer Product Safety Act.
Title 30, U.S.C. 323.
The Resources Conservation and Recovery Act of 1976.
The Electric and Hybrid Vehicle Research, Development,

and Demonstration Act of 1976.
Public Law 95-39.
The Water Research and Development Act of 1978.

TRANSITIONAL PROVISIONS

Section 8. Effective date
Section 8 provides for the taking effect of the bill's various provi

sions.
Section 8(a) specified and that the fee setting authority provi

sions of the bill and the conforming technical .amendment take
effect upon enactment. Nevertheless, these fees need not be set to
recover the levels specified in the bill (25 percent recovery for
patent processing and full recovery for providing materials and
services in patent and trademark cases) until the first day of the
first fiscal year beginning one calendar year after enactment. This
will provide at least a year to determine the amounts and natures
of fees needed.

Subsection 8(b) provides that the reexamination provisions of this
bill take effect six months after enactment and apply to patents
then in force or issued thereafter.
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Section 404. Regulations
Section 404 makes the Office of Federal Procurement Policy re

sponsible for directing the issuance of regulations specifying the
terms and conditions upon which federally-owned patent rights
may be licensed. Agencies are permitted to deviate from such regu
lations on a class basis unless prohibited by the Office of Federal
Procurement Policy.

Subchapter IV-Miscellaneous

Section 405. Patent enforcement suits and right of intervention
Subsection 405(a) provides for enforcement of an exclusive license

under the chapter by an exclusive licensee without the necessity of
joining the United States or any other exclusive licensee as a
party. The intention is to make the exclusive license the functional
equivalent of title within the specified fields of use. However, the
Attorney General and the agency that granted the license must be
given prompt notice of the suit and served copies of papers as
though they were parties to the suit.

Subsection (b) requires the responsible agency to notify all of its
exclusive licensees of any suit by an exclusive licensee, the Govern
ment, or another person. One intention of section 405 is to provide
for the adjudication of the infringement and validity of a Govern
ment-owned patent subject to this Act without the necessity of the
United States appearing before the court as a party.

Section 400. Background rights
"Background rights" refer to patent rights on non-contract in

ventions, those inventions which did not result from federally
funded research but which may relate to the work object of a fund
ing agreement. The committee does not contemplate that funding
agreements may require the contractor to license such invention
(not developed with Federal funds) to third parties. Moreover reten
tion of background rights by Federal agencies is not considered by
your committee to be consistent with the intent of this bill.

The problem of "background rights" has seriously disadvantaged
certain businesses, primarily small businesses, which bid on gov
ernment research and development contracts. Background rights
refer to patent rights on non-contract inventions, those inventions
which did not result from federally funded research, but which
may relate to the work object of a funding agreement. Background
rights constitute valuable property to many businesses, particular
ly to small firms; however, some agencies have routinely and un
necessarily required that contractors sign away their exclusive
rights to background inventions as a cost of doing business with
the Government. The retention of background rights by Federal
agencies must be curbed unless such use is clearly justified by a
national need.

Section 407. Notice, hearing, and judicial review
Subsection (a) requires that agency determinations under sec

tions 382, 387(a) and 387(c), and 403, must have written reasons and
be preceded by public notice and an opportunity for a hearing in
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Section :J95. Review of agency determinations
Section 395 provides for the review of Federal agency determina

tions regarding the respective rights of the Government and a Fed
eral employee-inventor in situations in which the agency deter
mines not to acquire all rights in an invention or where an ag
grieved employee-inventor requests review. The review is to be con
ducted according to regulations issued under section 399.

Section 396. Reassignment of rights
Section 396 establishes a right in the Government to adjust the

rights acquired from a Federal employee-inventor on the basis of
evidence that the granting of greater rights to the employee-inven
tor is necessary to correct an inequitable allocation of rights.

Section 897. Incentive awards program
Subsection (a) provides Federal agencies the right to establish an

incentive awards program which is intended to monetarily recog
nize Federal employee-inventors, stimulate innovative creativeness,
and encourage disclosures of inventions which in turn will enhance
the possibility of utilization through the Federal licensing program
established under subchapter III.

Subsection (b) sets forth the criteria for making an award.
Subsection (c), (d), and (e) establish the procedures for making

awards of different amounts.
Subsection (f) provides that acceptance of a cash reward consti

tutes an agreement by the employee-inventor that any use by the
Government of an invention for which an award is made does not
form the basis of a further claim of any nature against the Govern
ment by the recipient, his heirs, or assigns.

Subsection (g) requires that an award should be paid from the
fund or appropriation of the agency primarily benefitting.

Section 398. Income sharing from patent licenses
Section 398 authorizes Federal agencies to share income from li

censing the Government's patent rights with the employee-inven
tor.

Section 899. Regulations
Subsection (a) makes the Secretary of Commerce responsible for

issuing regulations to implement subchapter II.
Subsection (b) provides that determination concerning a Federal

employee's promotion of the employee's invention is subject to reg
ulations to be prescribed by the Secretary of Commerce with the
concurrence of the Office of Government Ethics and the Attorney
General. The intention is to ensure that a Federal employee will
not be prohibited from promoting his own invention if consistent
with conflict of interests regulations.

Subchapter HI-Licensing of Federally Owned Inventions

Section 400. Covered inventions
Section 400 provides that subchapter III applies to all federally

owned patent rights, including licenses or sublicenses granted or
required to be granted by the Government under section 387, upon
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Subsection (c) enables an agency to specify reasonable licensing
terms whenever, in exercise of its march-in rights, it requires a
contractor to grant a license or sublicense.

Section 388. Deviation and waiver
Section 388 permits Federal agencies, to further an agency's mis

sion and the public interest, to deviate from any standard patent
rights clause issued under section 390 acquiring more or fewer
rights to a contract invention.

Subsection (a) authorizes deviations either on a class basis in ac
cordance with regulations to be issued under section 390, or, unless
prohibited by those regulations, under regulations issued by an
agency itself. Case-by-case deviations are permitted when author
ized by the head of an agency or a designee, and described in the
Federal Register. The Committee intends that agencies normally
will not deviate and especially so in respect of contracts dealing
with the development of defense related technology.

Subsection (b) forbids waiver under any circumstances of the na
tional security and antitrust march-in rights reserved by sections
387(a)(2), 387(a)(4), and 387(c).

Subsection (c) forbids waiver of rights reserved by sections 384(a),
and 387(a)(1), (1) in contracts involving co-sponsored, costsharing, or
joint venture research to which the Contractor makes a substantial
contribution of funds, technology, facilities, or equipment; or (2) in
contracts with a contractor whose participation is necessary for the
successful accomplishment of an agency mission and such contract
cannot be obtained under the standard patent rights clause.

Section 389. Transfer of rights to contractor employees
Section 389 authorized a contractor's employee-inventor to re

ceive some or all of the contractor's rights to a contract invention
if the responsible agency and the contractor approve. The corre
sponding obligations of the contractor under subchapter I then
become the obligations of the employee.

Section 390. Regulations and standard patent rights clause
Subsection 390(a) requires the Office of Federal Procurement

Policy to direct the issuance of regulations implementing sub
chapter I, including the establishment of a standard patent rights
clause or clauses.

Subsections (b), (c) and (d) require a sharing of the royalties andl
or revenues with the Government to pay the Government for Fed
eral funding of research and development. Regulations to be devel
oped may permit waiver of some or all of this payment.

Subchapter II-Inventions of Federal Employees

Section 391. Employee inventions
Section 391 defines "employee inventions" as inventions made by

Federal employees.

Section f92. Reporting of inventions
Section 392(a) requires that a Federal employee report to the em

ployee's agency all inventions made while an employee of that
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national security circumstances of which it has become aware since
the time of contracting that might now require it to deny the con
tractor an exclusive license in a particular field of use. The con
tractor should not be denied an exclusive license solely on the basis
of facts that were known. or reasonably foreseeable by the agency
at the time of contracting, the agency normally will deviate from
the standard patent rights clause so that the contractor will know
at that time that it will not receive an exclusive license to practice
a forthcoming invention in a particular field of use.

The antitrust provision of subsection (d)(2) and similar provisions
throughout the bill are intended to encompass existing judicial in
terpretations of activities prohibited by the antitrust laws. This
provision does not authorize each agency to create its own body of
antitrust law or policy.; but in applying this provision each agency
has the authority, subject to court review, to determine whether
questionable conduct does or does not violate existing antitrust
laws as judicially interpreted.

Subsection (e) provides that, whenever an agency determines
that a contractor will not receive an exclusive license in any field
of use, it must include in its determination written reasons, and
that the contractor has the right of appeal de novo to the United
States Court of Customs and Patent Appeals within sixty days
after the determination is issued. the Court of Customs and Patent
Appeals is given exclusive jurisdiction to affirm, reverse, or modify
the agency determination. The burden of proof rests with the
agency. Specifically included is the authority for the court to order
the responsible agency to issue an exclusive license to the contrac
tor.

Subsection (D permits the contractor to obtain title to any con
tract invention in any foreign country in which the contractor
agrees to file a patent application, unless the responsible agency
determines that the national interest would be affected adversely,
which should not occur except in extraordinary circumstances.
However, title will be subject to the Government minimum rights
under section 386 and march-in rights under section 387. If the con
tractor does not file a patent application within a reasonable time,
then the Government may acquire title to patents on the contract
invention.

Section 385. Contractor license
Subsection 385 automatically grants a nonexclusive, royalty free

license to each contractor complying with subsection (b) of section
382 to practice the contract invention in all countries in which it
neither receives title under subsection (a) of section 383 nor has an
exclusive license under subsection (b) of section 384. This nonexclu
sive contractor license may be revoked by the Government only to
the extent necessary to grant an exclusive license under sub
chapter III. It is expected that, so long as the contractor is pursu
ing commercialization of the invention under its nonexclusive li
cense, there would be no occasion to grant an exclusive license,
and, therefore, no need to revoke the contractor's non-exclusive li
cense. It is also expected that the contractor's license to practice
the invention shall include the right to grant sublicenses of the
same scope, and on reasonable terms and conditions, to subsidiaries
and affiliates within the corporate structure of the contractor's or-
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Subchapter I-Contract Inventions

Section 382. "Contract inventions ':. reporting
Section 382 defines "contract inventions" and sets forth a con

tractor's responsibility with regard to a contract invention.
Subsection (a) defines "contract inventions" as "inventions made

in the course of or under Federal contracts."
Subsection (b) requires that all contractors provide the responsi

ble Federal agency with timely reports on each contract invention
containing sufficient technical information to inform the Govern
ment as to the nature of the invention and a list of each country, if
any, in which the contractor elects to file a patent application.

The Government is prohibited from publishing or releasing these
reports until the earlier of one year from receipt of the invention
disclosure or the contractor has had a reasonable time to file a
patent application; the Government also must withhold such infor
mation from other records or reports. The temporary prohibition
on publishing or releasing contractor reports or information is nec
essary in order to avoid the possible forfeiture of patent protection
in some countries. Subsection (c) provides that the responsible
agency may deprive a contractor who unreasonably fails to file the
reports required by subsection (b) of any or all of the rights it oth
erwise would have under subchapter I pertaining to the contract
invention for which such report has been unreasonably withheld.

Section 383. Allocation of rights-Small businesses and nonprofit
organizations

Subsection (a) provides for the acquisition of title to contract in
ventions by contractors which are either a small business or a non
profit organization. They would acquire title in each country listed
under section (b)(2) of section 382 in which they filed a patent ap
plication within a reasonable time; their title would be subject to
the Government's minimum rights under section 386 and to march
in rights under section 387.

Subsection (b) provides for acquisition of title to contract inven
tions by the Government in each country in which a small business
or nonprofit organization elects not to file a patent application or
fails to file within a reasonable time.

Section 38.1,. Allocation of rights-Other contractors
Subsection (a) provides that a contractor that is not a small busi

ness or nonprofit organization will have four and one-half years
from the filing of an invention report under section 382(b) to select
one or more fields of use which it intends to commercialize or oth
erwise achieve public use under an exclusive license; an example of
such is making the invention available to others for licensing on
reasonable terms and conditions. During the four and one-half year
period the contractor will have temporary title to the invention,
subject to the Government's right under the Act.

Contractors are encouraged to file field of use lists from time to
time, and not wait until the end of the 4V2 year period. Each filing
will be separately reviewed, and title to the patents in question will
not pass to the Government until the filing of the final field of use
list, or 4% years, whichever is earlier.



10

relates to the actual processing of patent applications and the ag- .
gregate fees for an application effect the specified 25 percent recov
ery rate.

Subsection 41(b) would treat design patent processing fees differ
ently than fees for other types of patents. Since the costs to the
Office of processing design patent applications are significantly
lower and maintenance fees will not be imposed, design patent ap
plicants would be charged fees equal in aggregate to 50 percent of
the estimated cost of processing such an application.

Subsection 41(c) requires the payment of maintenance fees three
times in a patent's life-six months prior to the fourth, eighth and
twelfth anniversaries of the patent's seventeen-year term. As re
quired by the Paris Convention for the Protection of Industrial
Property, subsection 41(c) permits late payment during a six-month
grace period. Failure to pay an applicable maintenance fee by the
end of the grace period would result in expiration of the patent on
the date the grace period ends.

Subsection 41(c) also requires the Secretary to establish mainte
nance fees at levels that recover 30 percent of the costs to the
Office for the year in which such maintenance fees are received of
processing all applications for patents other than design patents,
from filing through disposition by issuance or abandonment, by the
fifteenth year following enactment of the Act.

Subsection 41(d) requires the Secretary to establish fees for all
other patent-related services and materials at levels which will re
cover the full costs to the Office of performing those services or
providing those materials. Fees would be adjusted as costs vary.
Subsection 41(d), however, would maintain the existing subsection
41(a)(9) fee of $50 for providing a depository library with uncerti
fiedprinted copies of the specifications and drawings for all patents
issued in a year.

Subsection 41(e) allows the Commissioner to waive any fee for a
service or product provided to a government agency. This authority
now is provided in existing subsection 41(c).

Subsection 41(f) limits the adjustment of patent application proc
essing fees and maintenance fees to once every three years.

Subsection 41(g) imposes a notice requirement on effective date
of new or adjusted fees.

CREDITING OF FEE REVENUE TO THE PTO APPROPRIATION ACCOUNT

Section 3 of this bill would amend section 41 of title 35, United
States Code, by completely rewriting it.

Section .42. Patent and Trademark Office funding
Subsection 42(a) makes all fees for Patent and Trademark Office

services and materials payable to the Commissioner of Patents and
Trademarks. This provision is carried over from existing section 42.

Subsection 42(b) requires all fee revenues and all Patent and
Trademark Office appropriations to be credited to the Patent and
Trademark Office Appropriation Account in the Treasury of the
United States. At present, Patent and Trademark Office fee rev
enues are deposited in the general fund of the Treasury and are
unavailable for directly funding PTO activities.
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the Board of Appeals. Adverse final decisions on reexamination by
the Board of Appeals or by the Commissioner could be appealed to
the U.S. Court of Customs and Patent Appeals or de novo review of
the reexamination decision could be sought in the United States
District Court for the District of Columbia.

Section 307. Certificate of patentability, unpatentability, and claim
cancellation

Section 307(a) requires the Commissioner at the conclusion of
reexamination to cancel any patent claim found to be unpatenta
ble, confirm any patent claim found to be patentable, and add any
amended or new claims found to be patentable.

Subsection 307(b) provides intervening rights similar to those
provided by patent law section 252 with respect to reissued patents.
Thus, a person practicing a patented invention would not be con
sidered an infringer for the period between issuance of an invalid
patent and its conversion through reexamination to a valid patent.

It ordinarily is in the interests of both parties to expedite the dis
position of patent litigation. A party discovering new prior art on
which reexamination might be conducted ordinarily will reveal it
promptly to the patent owner. If he does not, the court may exer
cise its equity power by allowing the patent owner to request reex
amination later in the trial, or precluding the party from relying
on such prior art or by other appropriate measures.

ADMINSTRATIVE FEE SETTING

Section 2 of the bill would restructure and modernize completely
section 41 of title 35, United States Code-the basic fee provision of
the patent laws.

The committee recognizes that the PTO, in issuing patents and
registering trademarks, performs a significant public service in im
plementing the Federal patent and trademark laws and also con
fers benefit on private persons who seek to protect their intellectu
al property. The Committee, therefore, supports the premise that
patent applicants and those seeking to register trademarks should
bear a significant share of the cost of operating the PTO by the
payment of fees. However, the Committee has made certain amend
ments to the formula which empowers the Commissioner to set
these fees. Certain costs of operating the PTO confer no direct
benefit on applicants but rather go to meet the responsibility of the
Federal Government to have a PTO in order to execute the law.
For example, the cost of executive direction and administration of
the office, including the Office of the Commissioner and certain
agency offices involved with public information, legislation, inter
national affairs and technology assessment. Maintaining the public
search room confers a general public benefit, as does the mainte
nance of the patent files in depository libraries. The contribution to
the World Intellectual Property Organization relative to the Patent
Cooperation Treaty is a treaty obligation. These costs should be
paid for entirely from appropriated funds.

The committee inserted the word "actual" in this legislation to
describe those costs which should be assumed 50 percent by appli
cants. Patent applicants should bear through the payment of fees,
25 percent in processing of fees, and 25 percent in maintenance



6

In developing the amendment to this section, it should be noted
that the subcommittee worked closely with the Science and Tech
nology Committee, and it is particularly grateful to members of
that Committee for their contributions.

Finally, sections 9 and 10 of the bill, as reported by the subcom
mittee, reflect amendments which are designed to respond to the
criticism of witnesses who argued both that the Patent Office ought
to be independent of the Department of Commerce and that the
present search files of the Office fail to effectively utilize modern
computer technology.

SECTION-By-SECTION ANALYSIS

REEXAMINATION

Section 1 of the bill would add seven new sections to the patent
laws to establish a patent reexamination system. These seven new
sections would constitute chapter 30 of title 35 of the United States
Code.

Section 301. Citation ofprior art
Section 301 provides statutory authority for the citation to the

Patent and Trademark Office (PTO) of prior art consisting of pat
ents or printed publications which a person believes to have a bear
ing on the patentability of any claim of a particular patent. Section
301 would make clear that a citation of prior art is not to be in
cluded in the official file on a patent unless the citer submits a
written statement as to the pertinency and applicability to the
patent. Section 301 also would require the PTO to keep the identity
of the citer of prior art confidential if the citer so requests in writ
ing. Without the confidentiality provision, competitors of a patent
owner might be reluctant to cite prior art to the PTO.

Section 302. Request for reexamination
Section 302 provides authority for any person to seek reexamina

tion by the PTO on the basis of the patents and printed publica
tions cited under section 301. Such a person need not be the one
who cited prior art under section 301. The person could even be the
patentee.

Section 302 requires that the person seeking reexamination pay
a fee established by the Secretary. Under section 2 of this bill, the
Secretary would be required to establish a fee to recover the esti
mated average cost of a reexamination proceeding. Thus, those who
request reexamination would pay for it.

Section 302 requires the Commissioner to send a copy of the re
quest promptly to the patent owner, as shown by the records of the
Office. The patent owner would have to see that his ownership and
current address are recorded properly so that the request is not
sent to a previous owner.

Section 303. Determination of issue by Commissioner
Subsection 303(a) requires the Commissioner to determine if a

"substantial new question of patentability" is raised in connection
with any claims of the patent against which a patent or printed
publication is cited and to order reexamination upon a positive de-
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will permit efficient resolution of questions about the validity of
issued patents without recourse to expensive and lengthy infringe
ment litigation. This, in turn, will promote industrial innovation by
assuring the kind of certainty about patent validity which is a nec
essary ingredient of sound investment decisions.

The cost incurred in defensive patent litigation sometimes
reaches $250,000 for each party, an impossible burden for many
smaller firms. The result is a chilling effect on those businesses
and independent inventors who have repeatedly demonstrated
their ability to successfully innovate and develop new products. A
new patent reexamination procedure is needed to permit the owner
of a patent to have the validity of his patent tested in the Patent
office where the most expert opinions exist and at a much reduced
cost. Patent office reexamination will greatly reduce, if not end,
the threat of legal costs being used to "blackmail" such holders
into allowing patent infringements or being forced to license their
patents for nominal fees.

The reexamination of issued patents could be conducted with a
fraction of the time and cost of formal legal proceedings and would
help restore confidence in the effectiveness of our patent system.

The bill does not provide for a stay of court proceedings. It is be
lieved by the committee that stay provisions are unnecessary in
that such power already resides with the Court to prevent costly
pretrial maneuvering which attempts to circumvent the reexamin
ation procedure. It is anticipated that these measures provide a
useful and necessary alternative for challengers and for patent
owners to test the validity of United States patents in an efficient
and relatively inexpensive manner.

Sections 2 through 5 of H.R. 6933 provide for a new fee structure
for the patent office. At the present time patent examination fees
are established by statute, last revised in 1967. When enacted, the
present fee structure provided revenues which met 67 percent of
the costs of operating the Patent Office. Inflation has now reduced
the impact of those fees to the point where they generate only 27
percent of the funding necessary to the operation of the office.

At the present time patent fees average about $239 per applica
tion."

H.R. 6933 would entirely revise the fee structure. It grants the
Commissioner the power to establish fees. As introduced, the bill
provided that the fee level would be revised yearly to generate 60
percent of the revenue needed to operate the office. However, the
subcommittee amended the bill to reduce that level to 50 percent.
This was in response particularly to criticism from small business
and individual inventors that the fees would place too great a
burden on those groups.

In order further to soften the impact on small business and indi
vidual inventors, the fees are to be paid in four installments over
the life of the patent. This system, known as maintenance fees, is
in use in most advanced industrial nations and has the advantage
of deferring payment until the invention begins to return revenue
to the inventor.

6 Testimony of Honorable Sidney Diamond. Commissioner of Patents, April 24, 1980-p. 50.



2

appear to be improving. There has been an especially significant
decline in total U.S. expenditures for research and development, as
measured in constant dollars since 1970.3 Since the primary means
of improving productivity lies in the creation of new technologies,
the decline in expenditures for research and development is espe
cially significant to the health of the overall economy.

Testimony presented to the Subcommittee on Courts, Civil Liber
ties and the Administration of Justice also indicates that the Fed
eral Government is bearing an ever increasing share of the burden
of financing basic research and development.s This means that the
effective commercialization of government financed research is be
coming an ever more important issue for those who are concerned
with industrial innovation. The patent policies governing the utili
zation of government funded reseach will become even more impor
tant when the research expected to flow out of recent Congression
al enactments such as the Energy Security Act of 1980 5 begins to
produce usable new technologies. It is highly likely that the fuel
which powers our automobiles and the boilers which heat our
homes will owe part of their chemical composition or mechanical
operation to patented research developed in part by government
funds. At the present time U.S. companies desiring to use govern
ment funded research to develop new products and processes must
confront a bewildering array of 26 different sets of agency regula
tions governing their rights to use such research. This bureaucratic
confusion discourages efficient use of taxpayer financed research
and development.

HISTORY OF THE BILL

The crisis in U.S. productivity and the governmental role in it
has not gone unnoticed, however. In May of 1978 the President
called for a major policy review of industrial innovation as the key
to increased productivity in the United States. This White House
call to action resulted in the creation of an advisory Committee of
more than 150 senior representatives from the industrial, public in
terest, labor, scientific, and academic communities. The work of the
Advisory Committee was overseen by a cabinet level coordinating
committee chaired by the Secretary of Commerce. The Committee
studied all the areas in which federal government policy impacts
on productivity and innovation in the private sector. These fields of
inquiry included: economic and trade policy; environmental, health
and safety regulations; anti-trust enforcement; federal procurement
policies, and federal patent and information policies.

When the advisory committee issued its 300 page report last
year, a key segment contained recommendations on government
patent policy. These recommendations, in turn, were received by
the President, and formed the basis of a major legislative proposal
which was conveyed to the Congress. Special emphasis was placed
on the role of the patent system and the patent policy regarding
government funded research in promoting industrial innovation.
These patent related recommendations were forwarded to the Com-

3 Science Indicators, National Science Board, 1976, pp. 108-115.
4 Testimony of Pindaros Roy Vagelos, M.D., before the subcommittee on Courts, Civil Liberties

and the Administration of Justice April 15, 1980, transcript p. 14.
5 P.L. 96-294.


