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·COMMITTEEON

EN::::RGY AND NATURAl. RE:SOURC~

WASHINGTON. D.C. 2.0510

June 22, 1982

NE'lOR-\;\DI.N

TO: Bill ~lcCloskey

FRQ\l; Paul Gi1Jnan

RE: Previously Discussed ~lodifications to S. 1657

You wi Ll find attached (Attachment 1) some language intended to resolve
our concerns regarding .the treatment of government O1med contractor operat~d .

>(GOCO) .··facilities,·.Jneintentwould be "to provide-a liberal labor policy ...•.......•..
forvthe Departments under \,nomGOCO' soperate, wi.th the presumption in favor
of granting patent rights on .individual inventions unless it was determined
that such. rights shoul,dnot be granted.

Also attached (Attachment 2)-is language intended .to capture an exclusion
'ion-the grounds of national security interests. 'The third area of concern,
... ··J:h.at)of. presenTing· the Federal government's residual foreign rights,appears

to be more involved than my. understanding at the timeo£ our meeting, I
have attached (Attachment 3) .the language suggested by the Office of Management
and Budget. It would appear that your effort to provide a reasonable time for
electing to file is in conflict with the need to preserve the Federal government's
residual foreignrights •.+willdiscuss this issue further with the Department

•. ·•.··ofErJe::rgy.inyi8\l7of1:hefact . that your language has been taken from ... the
regulations presently governing this procedure under Public Law96~5l7.

However, I believe the Department of Energy maintains that these regulaticns
and the authority provided in Public Law 96-517. may also destroy the Federal

....•..••.. government15 .:residual £oreign rights: .

Lastly, because it appears the intent of S; 1657 is to· impose a uniform
patent policy over those Federal efforts directed at research and development
and not commercialization, we would suggest that the provisions pertaining
to the Synthetic Fuels Corporation be deleted.



1. .'de a s:,:th s cb p a r a g r apb t o Sec t Lcn 301(a) as f ol Lovs :

U(6) Trie CODL:.ract is for the operation of a -GO'\·er:-.==.. :.-o--~ed

r.e s e a r ch or p r oduc t Son rfa c f.l ti t.y , p r cv i de d that the:~::eral 2fE:~CY

s~~ll nO~311y br2n~ ~2ivers under the authority o~ 5~ction 3D3(d)
of- this ti t Le , n

2. ~od a n=~ paragraph (d) to Sect:ion 303 as follo~s:

.. (d) (1) j,rn e r e a Fe de.ra.L a,9'ncy has reserved t.he r i gnt t o acquire
. .inventionsunder"'contract f ort:he opera-tionof aGDYc:rn'i:ient~o·~ned

r es e arch or p r oduc t Son facilit:y as authorized in Section 301(a) (6)
oi this ~!..ct, . t h e Fe d e r a L c£encysh211:n~rr-311y£re.;::~-ai\.'ersc?on

~r2questi:oany~fGen'C'ified subject. invention toeith~r_ t n e ccnt~2c:0!'}

_oria t h i.rd par~~' s pons o r i ng research or develo~=e:1:c.:tivit:iesc't
the fac,iliry, -unless 'the ag ency cieter=ine? th2: s~~:-.~=t:ion ".-ill
not best ~e:r-vethe in::erest.sof the Un i r ed S[a~esa~: the gener a L
?1;:'ljc~

(2) In caking det:erninat:ions under subsect:ion (0)(1) of "his
Sec~ion, Lhe agency shall consider at least t.he £uicz~ce of
Sec t i on 301(a) of t:his Tit:le, t:he· objec t Lves of s ubs e c t ion (c) of

- .. t.hi~ s ec r Lcn, ",hether the agency is still f und i ng deveLopraerrt of
t he invention, and "het:her ovrre r s h'i.p of such .. invem:ion could
resul t; in a conf La ct; of int:eres t , ..

'.



_~d a fifth subparagraph-to Section 30l(a) as follm,s:

"(5) the agency determines, on a case-by-case basis, that such

action is necessary to protect the national securiD- nature of

-such activities; or"
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. . .
e t i e c t c v e s t ep s

2 the inv e nt i cn ;

3 (2) to alleviate se~ious health or s~fety

, needs which are not reasonably satisfied by the

5 contractor, his assignees or licensees; or

6 to meet requirements for public use

20 GENERAL, PROVISIONS

" shall not be c ons i de r e d a contract dispute a nd shall

1t; d e t e r mi na t i on under t h i s section may, at any time

Dursuant to this section. ,

by. the contractor, hissatisfied

oete~mina~ion made

305; Each contract entered into by a Federal

reasonably

invention to the Federal agency v i thin a reasoll,able
Sf.-Iode.

time after it~ecomes kn ov n to contractor personnel
I..

{,} that the contractor disclose each subject

Sec.

-H-

B

9 assignees or licensees.

'5 v i t h i n 60 Days after the Determination is issued, file•

7 specifiec by Federal regulation _hic:' are not

'7 shall have .,jur.isdiction to d e t e r mi ne the matter ae

18 novo and to affirm, reverse, or modify as appropriate,

16 a petition in the United States Court of Claims, vri i c r,

'2 not be s cb j e c tvt o the Contract Disputes Act (4' U.S.C.

13 601 e t s e q , ) ...::Any contractor a dv e r s e Iy affected by a

'0

22 agency shall employ a patent right clause containing

2'

23 appropriate pr'ov i s i on s to provide

2S

'9 the a~termination of the Federal agency.

27

26



the subject invention under section 301(a) of this

'is no more than 60 cays' pri or to the e nd of

the statutory period!]

(E) a contractor .. hich elects rights in a

subject invention agrees to fil~ Ca] p,,:ent

apPlicatio~1fprior to any statutory bar date

I -;
T,

not

statutory

inventiDn

to the provisions of

subject

Federal agency

contractor make

pursuant

(h) the

election:to the

invention

peri od vrie.r e i.n valid patent protection can

section 302 of ihis title: Provided. That, in

(2) unless the Government acquires title to

-15-

years] after o.i sclosure under parag:r2?h (1) of

thissubsecti~ such additional time as may
. r\.

be approved by the Federal agency ..hether the

contractor will retain title to i} subject

still be ob t a i n ed j v i t h i.n the Dn i t e d States,

the period for election. of title may be

any case vhe r e pubI icati on, . on sale, or pUblic

shortened by the Feceral agency to a date that

' .. use has initiated the one-.year

rece i v e title 'to 'any

title t t~at--

'disclosed to it .within such time; and
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that mey oc c ur under ~itle35f Dr. i t ed S~c~es ~ ~' .c ~;
1 '< ~ r~

,Co:5e, cue to publ i c a t i on , on s,c.le, or pulJlic ~ \) C; ,- "-"., ~~ \ t\-
use, a n d r s ria L), thereafter 'fDe 'corresp:mo:ng ~:; ~'..,

"' v ....... \: 05 :.
patent applications in other countries in ~~~ ;~

..'hich it ..dshes to r e t a i n titlO ..:ithin ~'---.: t'<~
...... 0" ... ,

reasonable times, ano that the Federal ~~'3 ~
<; ~..( i

" ',' -'-. - .. ~Gove r nme n t lila)' r e c e av e t 1 t 1e to any s uc j e c t .........< '>~ ""
'<. ~ ~'t

inventions in the Dni teo States or other ~'.L l"'.r ~

¥u~ ~ v.....
c ourrt rie s in vn i ch the contractor ha s not \;> ,0 '- "

""'-' 'v \l ~
'1 " . , <:J:}..~""'~f i eo, ,patent e pp.l i c a t i on s on the s ub j e c t - ..... ". ~-c.'

...::.~ ~ ""I"inven~ion v ith i n such times; and ';) '" <-.L
~, ';>~

, • ~ 'Q v';:..r
'(C) the contractor, in the event a Dnl teo ..... .v .~>....

,,~~L

States patent application is filed ~ by or on -~ C~,:>i.'7;:
~S:~~ ~

its "behalf or by :any assignee of . -t ne _~\:::. ~ ';,-
~ Q '" tTl

contractor, ..·ill incluoe ·... ithin the '= ~~~
-" '-'" .-, - 'J

, ,.. . '''''-~~, -:,specification of such apP_lcat~on ano c.ny , • ,~~'~
U .: ~ ~

patent issuing thereon a s t a t erne n t speClfying~'~K~"':;

support and that the Government has certain

construed to deprive the o."ner of any bac~ground patent

. Ic:»;-r;'

..'as made ."ith Governmenti nventi.on

Nothing contained ~n this Act shall be

thethat

rights in the invention.
viAe,.)' a ~~k,./J- I.J{JeS o.,.Ju,J

l BACKGROUND RIGHTS

Sec. 306.

or of such rights as the o."ner lilay have unoer such
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Honorable Harrison H. Schmitt
United States Senate
Washington, D.C. 20510

Dear Senator Schmitt:

In accordance with our telephone conversation, I am enclosing a 'brief summaT)'
of the DcD position on your bill, S. 1657, the "Unifonn Science and Technology
Research and Development Utilization Act. " The version to which we refer, and
believe to be the most recent, is that reported out on May 5, 1982, by your
Senate Committee on Commerce, Science, and Transportation. The points we would
like to make are essentially these:

o The bill is headed in the right direction, but there remalTI a few
problems.

o In ~Brch this year, the Administration, DcD concurring, submitted to
the staff of your Committee certain language changes which would have overcome
all objections, at least from Federal agencies:

o The latest version ofS. 1657 still does not contain all of the recom
mended changes. There .are two which in our view are essential for a Federal
patent policy:

disclosure and reporting of inventions must be based on a time
certain" e. g., their making or reduction to practice;

.~ - DcD must have. the right in cooperative programs to sublicense
"''-allied government.s , .

o With the. changes, DcDwould support the bilL

TI1ere are some indications that the Armed Services Committee is concerned about
the technology transfer aspects of the bill. In our view, this bill is and
should be a patent policy bilL Techno'Iogy transfer, particularly as involves
the industrial base and the Soviet threat, is a far broader subject, and should
be treated elsewhere.

I hope this is responsive to your question.

Sincerely,

045-~;L
Attachment

as stated



S. 1657
DoD Position

On ~Brch 8, O~ffi invited agencies to a meeting to discuss a Senate staff draft
of S. 1657, and to formulate an Administration position on the legislation.

Like earlier versions of S. 1657, the revised draft provided that the contTactor
shall have the option of Tetaining title to subject inventions (Section 302),
subiect to at least a nonexclusive, paid-up license in the Government (Section
301(c) (2)), except in certain circumstances (Section 301(a)). The basic
concept would thus parallel the President's Patent Policy, ,vhich presently
governs most DoD research and development contracts, and is one which essentially
we would support.

There "ere some provis ions of the staff draft which the research and development
agencies found objectionable. The research and development agencies principally
interested are DoD, NASA, and IXlE. OFPP and 0511' were also represented. At
the meeting, an Administration concensus was reached, and language agreed upon
which would have overcome the objections of .the agencies. We understand that
O~ffi transmitted the language changes to the staff of the Senate Committee on
Commerce, Science, and Transportation, to which the bill had been referred.

The bill, as since revised, remains unchanged in two essential provisions.
One concerns Section 305, which relates to the requirement for contractors to
disclose and report contract inventions, and to take action either to file
patent applications, or to elect not to file and to so advis~, thereby giving
the C~vernment the option of securing patent protection itself. Aspresentl)'
wri t ten, the bill bases these obligations on the point at which the invention

_ "becomes known" to contractor personnel respons ible for patent administration.
- There is e irement on the contractor to make the invention known. This

problem has been avoided by Do over tle years y aSlDg the repor and

~
filing requirements on the event of the invention being first made or reduced

I to practice. This affirmative requirement sets the running of the contractor's
"\ obligation at a time certain, and enables the Government to assure that patent

elfr{l.~ J<;pplication~ are filed by the c?ntractor, or that the Government I s right to
J/~I(O~ e f i l e domest icall y and overseas 1S not barred by the patent laws of this and

other countries. The Language submitted by the Administration would have
cured this weakness in S. 1657.

TIle second problem with S. 1657, as it presently stands, concerns the ability
of the Government to enter into cooperative armaments programs with N4TO and
other allied governments, We,have long held the view that it is important to
the conduct of our international cooperative programs that the Government
retain the authority in appropriatecircUffistances to grant rights to allied
and friendly governments to utilize DoD-sponsored technology. Language submitted
by the Administration but not adopted in the current version of S. 1657 would
~ave accomplished the desired result by providing that the ro)"alty-free license
lD t~e Government carries with it the additional right to grant sublicenses to
fo~e1~ governments when determined to be in the national interest purSuant to
existing or future treaties or agreements.

/
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Yuu have asked for my advice as a.: attorney concerning certain
org,H1iz<ltional conflict of int21'est questions which have been raised
conccrninrJ the national laboratories in the event the Schmitt bill
should be omctcd into law with its pr"sent lallguage 9r"ntillg a first
opt.ion to Federa l l y funded invent iorr, first conceived or reduced to
practice at .1 GOCO facility to the Ope(<ltor or contractor' of the GOCO
f,lI:ility, :ipccifically, you ind i ce tcd that the f(,lloY/ill,] situation
had LJeen pos t ul a ted ,15 an argument to show organizational conflict. of
interest at a laboratory such as th is one,

An i nvcnt i on is nude with Ft~del'al funds a t this Labura t ory and an
option is qro n t ed under the prov i siuns of the Schmitt. hill to pass
ti t l e to oi thor the opern to r of the Labor-
.i to ry or to a noupro r i t cn t i ty ac t i nq on behalf of the l.abcra tory .
Thereafter, a royalty-bearing, ex cl us i ve license ·is granted tu a
corpor-ate entity ,lith the roya l t i cs being applied tor tho benefit of
the contruc tor at.d the Laboratory, Subsequently, a prccuruncnt is
souqh t on beh.i l f of the DOE or thu t.auura tory involvinq a project
wherein tho 1 i<:t,nsetl invention could appropr i a tul y be used t.ut 15
not nocesiar i l y rcqu i rcu , t .e . tlll're aI''' sa t t s f ac t ory al turno t i ves .
f.!oreover, l.a(,'lt'atory staff are on the s el ec t iuu pane l determining
,/hicl, [udus t ri a l hirld,y Hill 'let 1.11" con tra c t . Til" 1 ic,'n'ice bid:; on
the r.on tru c t .

The arqument is made that in the circumstances noted ahov" there is
an orqan t za t i oua l confl i c t of t nt oro vt h"CdllS" it would Ill: ill the
Labor-atory"; i"tcrl',;t to have t he lic['n,;['e ob ta i n till: r.uutro ct 'since
this would r es ul t ill the payment of rnyu l tie', Jccruing tu the heti',fi t
of the c.nnt rac t.or a" the Labo ra to ry. rt Is Illy op i u ion that such a n
al'gulilent is clearly err-oneous in that the express ldn'Jud0l: of the
~Chlllitt bill I'reclll'le'; any payment of ruya l ties in these ci rcums t ances .
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Page 2

Thu~, Section 301(c) requires that any contract entered fnto by a
Federal agency include appropriate provt s tuns whereby unless greater"
I'ights are acquj r ed by the lln i t.ed SIAles under' Stc.tion 30l(a), at
least an irr'evocable, nonexclusive, nontransferable, paid-up license
to mlke, use, and sell any ~ubject invention throughout the world'by
or on behalf of the United States is reserved to the United States.
The term "contr-act" is defined in Section 103(1) as including any
assignment, substitution of parties or subcontract of any type entered
into or executed for the conduct of experimental, developmental. or
r asearch wOr"k in connection with the performance of a contract wi th
a Federal agency for the performance of the same type of work, i.e ••
experimental, developmental. or research.

It is therefore apparent that if the Schmitt hill is enacted into
law with its pr"esent language. the prime contracts under which the
various national Iaboratorl es opera t e would of necess t ty be nnd i Ij ed
to conform them to the requirement Set forth in Section 301(c) as
well as the various other requirements imposed bv the-SdunitLhill or
P.L.95-517 as amended by the Schmitt bill."

Since it is not seen how lilboratory staff when actln~ in an official
capacity could authorize 01' approve any contract Qi'slibcontl'act
which would be other than by Dr On behalf of the United States, there
could be no roya l ti es paid as a r",c.ultof the use of a licensed lnven"
ti on and hence no rr,)netary benefit to the Lahora tcry. In this c ircum
stance it is my np i ni on that there is no or-qant za ttuna l COnflict of
interest. ,

To the extent ft. IIli1y bl'! contended that the qrant of a contract to
the 1i cans ee even in such ci locum'. tances woui d f10nethel ess provi de an
1ndirect benl)fit to the Laboratory and thus still constitute an
organizational conflict of intel'est, Such contention is also without
merit. The only indirect benefit d"iJument of which I am aware appear'S
pos tul e t ed on the th"ory that the us" of a 1icen,.l)d fnventfon in a
contract or subcontr-ac t author i zed 0)' approved by laboratory staff
wou I d redound to the benefit of the labora tory in that it would II i d
in the conmer c te t f zat ion of the invention dnd thel'eby ultfmately
rc su l t in greate)' rnyal ties to the cont rcc tor- and/or the l.abor-a tory ,



.Thereareseveri'll··renojj$wtIysuch an ··lIrgument .does··not validly
~lJpport a fflidtng of oi'glll\iutiol'lal conflict of interest. First of
all, contrActs let on behalf of the ~aboratQry arR Ilmost invariably
for progra~~t1t purposes as ultfmately defined and approved by DOE
or other federal pro9ra~ managers. A! !uch, they art not intended.
'or commercialization and it is an unusual circumstance when 1n and
of them~elY8s, i.e., without substantial and sfgniftcant addttional
effort by the lfcensee, they result tn I eo~~erctal product. Second
ly, any contracts or subcontracts authorized or approved by laborlltory
staff are required to conform to procurement policy and ~e~Jlut1ons

authorized and approved by DOE. Cle~rly, the lettfng of a tontra~t

or $ubcontr~ct merely tor the purpo~e of atding in the co~~erCial

1zat1on of a ltcen~ed Inventton would result 1n disapproval of the
contract dur1no the contract rev1ew cycle by DOE. FinQl 1y, to th&
extent thilt it Can be reasonably percetvnd that the gl'ant1ng oftltl,
to a Federally funded lnventton would li~ely result 1n en organizattonal
~onfltct or interest, this wouldpresurncbly constitute lin obvious
exceptional circumstance jU$tHyin~ a refuslil of the agency to grllnt
rights to the invantion to the operator of the GOCo.ln approprlah
cir,ulll~tllnc&S, sud\ refusal would be jU$tifled under Section 30l{a)(2} )
of thliSchmltt bill. . ... /

,.",.<.',,:......-..,
-;ir:.::.'"'- ',--';

... PAge:!
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Accord1ngly. it i$ my'op1nlon that passage of the Schmftt bIll will
not result in orgat\iz~ttoncl conflfct of interast for this Laboratory.
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THE WHITE HOUSE

WASHINGTON

July 21, 1982

Dear Senator McClure:

This letter presents the Administration's position on
the provisions of S .1657, the "Uniform Science and
Technology Research and Development Utilization Act,"
concerning rights to inventions resulting from research
performed by Government-Owned Contractor-Operated (GOeo)
entities.

The Administration strongly supports the approach to this
issue embodied in S.1657. That Bill, as reported by the
Senate Committee on Commerce, Science, and Transportation,
provides Goeos the first option to ownership of inventions
made with federal support, unless "exceptional circumstances"
dictate otherwise. This approach is consistent with the
central thrust of this important legislation -- private
sector ownership of rights to patents resulting from
federally-funded research, unless such ownership is
contrary to the national interest.

Although this approach reverses the long-standing patent
ownership practice of DOE and its predecessor agencies,
as well as that of some other agencies, we have concluded,
after careful study, that there is need for the change
reflected in S.1657.

Successful technology development and commercialization
by the private sector are critical to efforts to revitalize
our economy and enhance our international stature. To

.. this end, the Reagan Administration is committed to removing
barriers to, and providing incentives for, increased private
sector technological innovation and productivity. The
major thrust of 5.1657 is to stimulate innovation and
productivity in the United States by encouraging transfer
of federal R&D results to the private sector for commercial
ization. We, therefore, support 5.1657 as a means of
enhancing this country's efforts to commercialize technol
ogies, increase productivity, and contribute substantially
to job creation. Because GOCOs represent a tremendous •
source of technological innovations with significant
commercial potential, they should have every incentive to
identify and transfer these innovations to the private
sector. Patent ownership has proven to be a powerful
incentive to innovation and commercialization of technology.
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Those promoting retenti~n of the present policy suggest it
is necessary to maintain GOCO commitment to agency goals
and prevent the possibility that GOCO ownership of inven
tions might diminish or distract from the performance of
assigned tasks and lead to a coriflict of interest. Ip our
review, no such conflicts were identified in the performance
of any long-term government R&D contracts where contractors
retained ownership of government-funded inventions. Absent
compelling arguments to the contrary, we believe it
inappropriate to establish any sweeping exceptions to the
general policy proposed by 8.1657. .

In those specific situations where government ownership of
inventions by GOCOs is justified, 8."1657 authorizes agencies.
to limit the rights of a contractor simply. by determining .
"that there are exceptional circumstances requiring such
action to better promote the policy and objectives" of the
act (Section 30l(a) (2). This is consistent with the policy
established in Section 10l(5), to "guarantee the protection
of the public interest."· .

We hope that this discussion clarifies the Administration's
strong support for Senate passage of 8.1657, including.its
handling of the GOCO issue. We will be pleased to discuss
this issue with you and your Committee further as reguired.

We are advised by the Office of Management and Budget that
there is.no Objection to the submission of this report for
your consideration and that the adoption of the recommenda
tions made herein would be consistent with the program of
the President. .

Sincerely,

G. A. I<eyworth_
Science Advisor to the President

The Honorable James A. McClure
United States Senate
Conunittee on Energy and Natural Resources
3121 Dirksen Office' Building
Washington, D.C. 20510 .

1
.i

j
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June 25, 1982
(Senate)

S. 1657 -- Uniform Science and Techno1ooy
Research and Development Utilization Act

(Schmitt (R) NM and 5 others)

The Administration supports Senate passage of S. 1657, which
extends to large businesses the same approach to the allocation
of rights to inventions resulting from federally funded R&D a~

granted under P.L. 96-517 to small businesses and non-profit
organizations.

* * * * * * * * *
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liuense )

iii :t-lmnhcl' of inventions
covered bv these fol'
ri;,n ;,rij,'Jkation::;

(b) API,!i,·n.tions filed 01'
cau,"ed to be filed by con
inlc\c>n, (Go\'(,1'I1Illent hns

,\1\ Applkationg filed or
caused to he filed by
~Jlh(l' l!l;,,-, Guvernmen I

3. 'f,)jul U.S.
i.i"l,:; liled

patent applica- I<'Y 70 66
I"¥ 71! 73
FY 72 82
FY 73 64
FY 74 94
FY 75 !IS
PI' Til 13]

in) Aj'lJlil-;llii)lI~ fikrlby FY 70 31
i'.f~'~r.c:,· [Uc.v ernment has FY 71 22

FY 72 32
FY 73 20
PY 74 18
PY 75 28
FI' 76 13

PY 70 35
FY 71 51
FY 72 50
FY n 44
py 74 76
FY 75 70
F1' ro 118

4· 'tot!.!] f')!'ci'<,n pntent JlDDl;._-F~70 101"\
eatrons likti _ FY 71 112'

FY 72 154-
\ FY 73 143

j
~~;: :::
PI' 76 58

I" I .c;.ppliclltiom\ filed by FY 70 0
:jil )J,!!w1f ofagenc FY 71 0
ii.;';V(:rnm"II"l. has title) FY 72 0

I FY73 34
J FY 74 42
I FY 75 18
.l_.~_.<~IX~O .

(1) Number- of tuvcnttons FY 70 ~

cover-ed hy these for- FY 71 0 0
eig-n nnplieatlons FY 72 0 0

FY73 30
FY 7·1 4 0
FY 75 2 0
FI' 70 4 0

FY 70 101 0
FY 71 112 0
FY 72 154 0
FY 73 l09 {J

FY 74 132 0
F.'Y 75 82 0
FI' 7/1 38 0

FY 70 13 o
FY 71 15 0
FY,72 16 0
FY 7:l 13 0
FY 74 15 0
FY 75 12 0
PY 7B 8 0


