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MEMORANDUM FOR ROBERT E. WINDOM, M.D.
ASSISTANT SECRETARY FOR HEALTH

SUBJECT: Implementation of the Federal Technology Transfer Act
of 1986

I wholeheartedly support the President's aim of vigorously
implementing the Technology Transfer Act of 1986. This Act
promotes the use of new knowledge from the research laboratory
to develop new products with potential application in the
'p r i va t e as well as the pUblic sector. It offers new incentives
to government scientists and industry to participate in this
process.

I am rlirecting the Public Health Service to begin vigorous
implementation of the new law within existing resources, to
include entering into collaborative research arrangements with
the private sector, arranging for the marketing of technological
innovations made by PHS scientists, and representing HHS on
Commerce's interagency committee.

Accordingly, I am delegating you the authority to carry out the
major provisions of the Act. Since the Act offers significant
new opportunities, in your implementation planning please
consider: ~ .

o the structu re_.and. procedu res necessary to manage effect i ve
implementation and operation of the Act, particularly
certain common procedures and data systems, conduits for
interaction with the private sector, and relationships with
other Federal Agencies, including use of their services for
invention management, where appropriate;

o the degree of decentralization and roles of my office, OASH
and PHS agencies;

o recommendations concerning royalty sharing and a cash awards
program;

o how to ensure the continued fulfillment of the Department's
research mission, and at the same time, effectively promote
the transfer of new knowledge from Federal to the private
and non-Federal public sectors; and

o how to assess progress in transferring technology and the
impact of the Act on HHS activities, including reporting
requirements and the appropriate structure for review.
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In your implementation of ~he Act, you should plan to use
existin] HHS mechanisms for information exchange, gradually
building more systematic ones, as appropriate.

While the Technology Transfer Act applies principally to
laboratories within the Public Health Service, I look to the PHS
to Qevelop procedu~es that we could apply HHS-wide, as appro
priate. I would like you, after cODsultation with your agency
heads and ot.he r s .._a s u ap.pi:apriate, to sencr-meyour detailea
implem~ntation plan within three months, including how you will
address the issues discussed above, and any other issues for my
consideration. In addition, please keep me advised on a
periodic basis of progress in implementing the Act within the

-PHS .

Under your leadership, I know that PHS scientists will respond
enthusiastically to the purpose as well as the opportunity
created by this important legislation.

---{e.-.:-. -"j-..,i!. ,.:$.._...- ~

Otis R. Bowen, M.D.
Secretary

cc:
OPDIV Heads
STAFFDIV Heads

__ To." _ 6'. L.I \,J ... -.;;;rj... IW.l. L.I.
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UNITED STATES DEPARTMENT OF COMMERCE
The Under Secretary for Economic AHairs
WashingtOn. D.C. 20230

MEMORANDUM FOR

FROl4:

SUBJECT:

•
•

Douglas A. Riggs
G~neral Counsel J1 .1\
Robert Ortner / ~'
Under Secretary for Economic Affairs

Preparation of Materials Explaining the
Application of the Employee Standards of Conduct
to Activities Under the Technology Transfer Act
of 1986

In your memorandum of February 11, 1987, you reviewed this
Department's Employee Standards of Conduct for the purposes of
the Federal Technology Transfer Act of 1986, ,and concluded that
·our regulations establish adequate guidelines to cover
situations under the law and do not require changes at this
time.· My office is now beginning to prepare materials for use
in the Department's laboratories that will establish guidelines
for employees in situations likely to arise under the Act. The
purpose of this memorandum is to ask you to assign a member of
your staff to work with Norm Latker, Director, Office of Federal
Technology Management, in the preparation of these guidelines.

These guidelines would address problems that might arise in the
course of this Department's implementation of the Act. Some
examples of specific questions that should be discussed include:

o Could a Federal employee/inventor accept compensation
as a consultant from a firm which is licensing that
employee's invention from the Federal government?

o Could a Federal employee/inventor or co-inventor accept
compensation for giving technical advice to a private
firm on developing an invention that these employees
made under a cooperative agreement with the laboratory?

o Could a Federal employee/inventor invest or become a
stockholder in a firm which is licensing that
employee's invention from the Federal government?

o Could a Federal employee/inventor become an officer in
a firm which is licensing that employee's invention
from the Federal government?
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Could a Federal employee/inventor remain an employee
and become an officer in a firm which, as a result of a
cooperative agreement, has been granted in advance a
patent license for all that employee's inven~ions

arising under the agreement? ..

o · would a Pederal employee/inventor who obtains a license
from the~overnment to use his or her own invention
receive 15 percent of the royalties back from the
government that he or she paid to the government for
the right to use the invention?

o What restrictions are there on a former employee of a
Federal laboratory negotiating a cooperative R&D
agreement with that Federal laboratory?

•.
o Under what circumstances can an employee of a

laboratory leave the laboratory and become an employee
of a company which has a cooperative agreement with the
laboratory?
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MEMORANDUM TO: Assistant Secretary for Health

SUBJECT: Delegation of Authority: Stevenson-Wydler Technology
Innovation Act of 1980 as amended by the Federal
Technology Transfer Act of 1986

I hereby delegate to the Assistant Secretary . for Health all of
' t he authorities under the Stevenson-Wydler Technology Innovation
Act of 1980 (15 U.S.C. 3701 et seq.), as amended by the Federal
Technology Transfer Act of 1986, P.L. 99-502, with respect to
activities carried on within the Public Health Service,
excluding the authority to promulgate regulations and to submit
repo~ts to the Congress. This authority is subject to redele
gation in accordancd with Executive Order No. 12591 of April 10,
1987.

This delegation is effective upon the date of signature.

/ '::._ -~--r~ « --.

Ck-. """'-.

Otis R. Bowen, M.D.
Secretary
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MEMORANDUM TO: Assistant Secretary for Health

SUBJECT: Delegation of Authority: Stevenson-Wydler Technology
Innovation Act of 1980 as amended by the Federal
Technology Transfer Act of 1986

I hereby delegate to the Assistant Secretary for Health all of
the authorit ies under the Stevenson-Wydler Technology Innovation
Act of 1980 (15 U.S.C. 3701 et seg.), as amended by the Federal
Technology Transfer Act of 1986, P.L. 99-502, with respect to
activit ies carried on within the Public Health Service,
excluding the authority to promulgate regulations and to submit
repor.ts to the Congress. This authority is subject to rede1e
gation in accordance with Executive Order No. 12591 of April 10,
1987.

This delegation is effective upon the date of signature.

Otis R. Bowen, M.D.
Secretary

- -- ::1 . ---- -- .
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PART 1 ..
ORGAlUZATIQI
Genernl

CHAPTER 1-901

DEP~ PAT1!2fT ACTIVITIES

1-901-00 Purpose
10 Responsibilities ·

1-901-~~A2

,<
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1-901-00 PURPOSE

This chapter describes the organization tor patent activities
vithin the Department.

1-901-10 ~(lfSIBILlT:rm

A. Office ot the Secretary

1. Assistant Secretary (Health and Scientit1cAttairs)
"

" ;

"

f l"

---- I

a. Eval.uates current pate~t pollcy and develops policy to
meet chaDging needs.

b. M!1kes determinations ot rights in inventions and patents
invo1!,ing important policy considerations.

c. lok~nta1ns liaison with Congress on matters involving
patent policy and programs and the FederaJ. Council on
Science and Technology. '

2. Office of General Counsel

The GeneraJ. Counsel will designate a Department Patent
COUDsel who will be responsible for:

a. Patent Administration

1. Issuing patent administration procedures and reeca
mending regulations tor issuance by the Secretary•

•
2. Receiving reports ot inventions by employees and

holders ot Department grants, tellowships and
contracts.

3. Issuing licen8es to applicants under patent appli
cations and patents owned by the Government as
represented by the Department and accepting licenses
issued to the Government as represented by the
Department.

4. Maintaining recorda and documents incident to patent
~nistration.

;;, ,\.y

Supersedes Ch 1~901, TN-183
J.
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b. Legal services

1. Rendering legal interpretations with respect to all
patent matters W1thin the Department.

2. Mak1ng patent determinations within the f'ra.mework
ot existing ~w, regulations and policy.

3. Providing legal advice on patent matters to the
Assistant Secretary (Health and Scientific Aftairs).

4. Furnishing legal counsel to the Department Patent
Boarc:l.

5. Providing other legal services, such asconductiJJg
patent searches, filiJJg and prosecuting patent
applications, and drafting legal documents such as
assign2Dents and licenses incident to patentadminis
tration for which the 'Department bas respottsibility.

6. Maintain1JJg liaison vith other Federal departments and
the public on legal matters in the administration 00£
the Department's patent responsibilities.

3. Department Patent Board

The Department Patent Board shall be composed ot the Deputy
UDder Secretary, as Chairman, and represen-tatives f'rom the
folloViJJg statt offices aDd operatiJJg agencies:

Assistant Secretary (Health and Scientific Af'f'airs)
Assistant Secretary tor Adm1njstration
Depa.rtment Patent Counsel
otnce ot Education
Health Services and Mental Health AdJII1nistration
Consumer Protection and EnVironmental Health Service
National !nstitutes 00£ Health
Social and RebabilltationService

The Department Patent Board shall upon the request of the
Assistant Secretary (Health and Scientific A:f'f'a1rs):

a. AdVise the Assis-tant secretary (Health and Scientific
Mf'airs) on patent policy matters.

b. Provide the Assistant Secretary (Health and Scientific
Aftairs) a medium through which to evaluate the ettec
tiveness ot Department pa.tent pollcy and the administra
tion ot such polley.

" - - - - - ...... ~-.&.. __.... u __ --.
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DEPARTMEI1r PATENT ACTIVITIES

c. Assist in the development of patent policy.

d. Provide a forum for discussion of all matter•
pertaining to inventions and 'pat ent s .

1,:,901-10B
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e. Review proposed changee in regulations affecting
policy.

B. Operating Agencies

The head of each operating agency is responsible, in accord
ance Y1th Depart.ment policy, for:

1. Including patent clauses approved by the Department
Patent Counsel in grants, contracts and fellowships as
appropriate to implement the J)epartment patent regula
tions and policies.

2 ,. Educating employees, contractors, and. grantees as to
the need for reporting inventions •

3. Evaluating the impact of patent policy on agency pro
grams andprovid1ng such advice as the Assistant
Secretary (Health and ScieJ?tific Affairs) may require
on the most effective meaDS of relating patent policy
and procedure to program objectives.

4. Assisting, as requested by the Department Patent Counsel,
to obtain scientific evaluations of inventions and providing
such other information and assistance as may be required.

5. ProViding such other information or reports as the
Assistant Secretary ·or Department Patent COUDsel may
request.

ORGANlZAT=I:..=O-=..:N _
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TO:

FROM:

PHS Technology Management Advisory Board

Dr. Lowell Harmison

AS noted in Dr. Windom's September _______ memo, the first
.

meeting of Board will be idgy 2! week) October (date) in

Room _

The agenda for our first meeting will be the schematic chart •

and its associated explanatiop attached. This is a sugg~sted d '
~ 1t~"LJj uf- ~eNCI·~J/ ("e;/IeA-J (UI&/, J;;/II--it-

decision making process that ~reG~ors of aytQQr;zed laboraterjes JA _ .

can move through in order to successfully implement Section 11 of

the FTTA.

Identification of the decision making process will

facilitate the assessment of laboratory resources required and,

therefore, the most effective levels for delegati;!on of authority

and retention of laboratory oversight. The Board should

determine what resources each authorized laboratory will utilize

in moving through the decision making process to implement their

delegated authorities. The decision making process will also

focus on the administrative tools we need to develop and the need

for review of potential conflict of interest.

The chart has two primary logic trees, which represent the

important responsibilities delegated by Dr. Windom's memo. The

first lists actions and decisions needed to identify laboratory

projects with the potential for developing a useful technology,

finding a private sector collaborator, negotiating and

executing a cooperative agreement, conducting the cooperative

research, and finally, assisting in marketing and collecting the

benefits of the reSUlting technology. The second tree identifies



.t he actions and decisions neded for identifying patentable

technology developed at the laboratory, evaluating its economic

potential, finding a private sector licensee, negotiating and

executing a licensing agreement, assisting in development of the

licensed technology and finally, assisting in marketing and

collecting the benefits of the technology.

I am also attaching for discussion model cooperative

research and development and license agreements developed by the

Department of Commerce. These instruments are models only and

can be amended in any appropriate way to meet your present needs.

Also please come prepared to discuss future agenda items

such as:

a) The implementation plan and procedures for the

Secretary;

b) A royalty sharing and use policy;

c) Conflict-of-interest guidelines;

d) Review of and delegation requests from other PHS

laboratories~ and

e) Licensing of computer software and other technical

data.

2
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TO:

FROM:

PHS Technology Management Advisory Board

Dr. Lowell Harmison

As noted in Dr. Windom's September memo, the first

meeting of Board will be~ Qf week) October (date) in

Room _

The agenda for our first meeting will be the schematic chart

and its associated explanation attached. This is a suggested

decision making process that the Heads of Agencies, Centers and

Institutes can move through in order to successfully implement

Section 11 of the FTTA.

Identification of the decision making process will

facilitate the assessment of laboratory resources required and,

therefore, the most effective levels for delegation of authority

and retention of laboratory oversight. The Board should

determine what resources each authorized laboratory will utilize

in moving through the decision making process to implement their

delegated authorities. The decision making process will also

focus on the administrative tools we need to develop and the need

for review of potential conflict of interest.

The chart has two primary logic trees, which represent the

important responsibilities delegated by Dr. Windom's memo. The

first lists actions and decisions needed to identify laboratory

projects with the potential for developing a useful technology,

finding a private sector collaborator, negotiating and

executing a cooperative agreement, conducting the cooperative

research, and finally, assisting in marketing and collecting the

benefits of the resulting technology. The second tree identifies
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the actions and decisions neded for identifying patentable

technology developed at the laboratory, evaluating its economic

potential, finding a private sector licensee, negotiating and

executing a licensing agreement, assisting in development of the

licensed technology and finally, assisting in marketing and

collecting the benefits of the technology.

I am also attaching for discussion model cooperative

research and development and license agreements developed by the

Department of Commerce. These instruments are models only and

can be amended in any appropriate way to meet your present needs.

Also please come prepared to discuss future agenda items

such as:

a) The implementation plan and procedures for the

Secretary;

b) A royalty sharing and use policy;

c) Conflict-of-interest guidelines;

d) Review of and delegation requests from other PHS

laboratories; and

e) Licensing of computer software and other technical

data.

2



- .... ,:

/

ART NOmS R!VISION 0' UTUl 00CUKEH'1'
UClIVB.D AT 8/24/87 KU!'INGS V/U'tt:b

In the attached JUD. 23, 1987 DeAO, tbe Steretary dele.. ted .. the
re.pon.lbility to 1Ipl...nt the Federal Te~ololY Transfer Act of 1986
(PTT!) within exi,tine resource.. As 10U vill note, prior to further
dellaations to PHS laboratorie., the S.cr.tary requested that, after
consultatioD with PBS .._ney heads and by the end of Sept.-ber, I prepare
an 1aple-.ntat1on plan vnldh respond. to hi, concerns.

Impl...ntation of this le,1s1ation represents au~ a draaatie shift in
the way most PBS laboratories have done business in the past, that it
will be important for you and Jour entire staff to understand its intent
and b..ic provisions. Both the intent of the Concress and the
Pr••id.nt's ~ecut1ve Order of ApriL 10, 1997, require that we Move
quickly to i.pl..entation of the Act without beeo-iD, eDr-led in tis.
eon.su-ina eventa which delay it. Aceordlncly, I intend to re-delelate
autboritfes as quickly ., po••1bl.. This aay be an iterative process in
whi~h dele,atiQns require hi,her level or ~r. intensive re~leY initially
until w. have all learned .are and art ~re ••cure in the kinds of
auldeline. that -uat be developed. I do Dot believe we can delay all
i.pl...ntation until ca.prahensive guideline, are daveloped.

The first step in responding to the Secretary'. requt.t i. the
identification of the decision -.kJng process involved in the succe.sful
manare..nt of technolocy by a laboratory director. I have, therefore,
asked Dr. Loyell Harmison to chair an i.pl...ntation task foree to reviev
the decision process assoeiated witb • laberatory'. entry into
cooperative re.earch and developaent or license .,r....nts under the
authority of Section 11 of the FTTA. Identifieat10n of that process yill
facilitate the aas.s••eDt of resources required and, therefore, tbe .ast
affective level. for deleaation of authority and retention of overai.ht .
The task torce will be.in to det.~1ne what resource, eaeh PBS agency
will utilhe to Wlaertake i.pluentation of the Act . It will focus on
the ad.lni.trative toola we need to develo~ and t~. need for r•• levs of
potential conflicts of interest. ,

I would 11k, each a,eney to be represented on the talk force by two
parti~1pants: either you or your deputy and another principal offieial,
who hu Men involved in teehnolo;y lI&nq...nt , I ....y also appoint so..
at-lara. =..bars to represent other points of viev. The first meetina of
the tuk force will be _

The attached 'ch....tic chart and 1ta associated explanation will be
useful to your stiff and the Task 'oree. The chart identifies the work
steps and d,ei,tont vbich must be undertaken for laboratories to enter
into cooperative research and de~elo~eDt, licen.e "r,..eots, or

(1;



ienerally .anaae technololY transfer. The chart h&a tyO pr1aary lOiie
trees, both of vhtcb represent importlDt responsibilities under the Act.
Tb. first · list action. and decisions needed to identify laboratory
project, vith the potential for d•••lopin, a useful teebnololY. finding a
private sector collaborator, n.,otiatin, and exeeuting a cooperative
alr.ament, conducting the cooperative r....r~, and finallYr assisting in
~rk.tin; and colleeriu, tbe ben&titl of the resultin; teehnolozy. The
second tree identifies the actioM and dec:biolU needed for identlfy1n,
patentable teebnolocy developed at the laboratory, ••aluating its
.eon~ic potantial, findin, a ~r1v.t. sector licensee, ne,otiating aDd
executin; a lieenains agr..-ent, &I,i,t1n, i~ the develo~ent of the
licenBed teehnolOlY and fina11Yf ...iatina in Marketinr and eollectinc
the ben.fits of the teebnology.

Since I am anxious to ... t the Secretary's d.sire to proceed, I believe
it is appropriate at this ti.. to perait each PBS aaeney to c~e.
ne.ot1ation of ~ooperative research and development and license
arr....nta lubj.~t to review by ay offie.. leeoJnilin, th&t future
actions taken with this authority must confor. to clear auldelineat this
viII be an tnt.ri. arran,e-.nt in which not only viII ~ offi~e review
the~, but ve vill assure close coordinetion vith the Secretary's ~ffiee.

To assist your staff and task force ...bers, I .. also attach1nr .odel
eooperative research and develop-ent, and license asr....nts developed by
the Oepart-.nt of eo...rce. Tbese inst~ts are ~od.ls only and ~an be
a.ended in any appro~riat. way to meet your n-.ds. I ha.e a1.0 attached
a list of issues that are provided to iive so.. appreciation for the
nuaber of details that aust be eODsidered durin. i.plementation.
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MEMORANDUM FOR

FROM:

Director, NBS
Director, NTIS
Administrator, NOAA
AIS, N'l'IA

Robert Ortner
Under Secretary for Economic Affairs

- "

SUBJECT: Authorization Under Section 11 of the
Federal Technology Transfer Act

The Secretary of Commerce has deleqated to me his authorities
and responsibilities under Section 11 of the Federal Technology
Transfer Act of 1986, (P.L. 99-502). Under the provisions of
Section 11(a) (1) of that Act you are hereby authorized to enter
into Cooperative Agreements between federally operated laboratories
under your supervision and other federal agencies, units of state
and local governments, industrial organizations, foundations,
nonprofit organizations, and other persons. This authority is
subject to limitationa in Subsection 11(c) which are explained
below.

Under agreements entered into pursuant to SUb.ection 11(a) (1),
Government-operated Federal laboratories may accept, retain and
use funds, personnel, services and property from collaborating
parties, and in exchange may provide personnel, services and
property, but not funds, to the collaborative effort. (Se.
Subsection 11(b) (1». The laboratories may also, in advance, grant
lioense. or a••ignments to collaborating parties for any invention
made by a Federal employee under the agreement, and also in advance,
may waive Federal government ownership to any inventions made by
employees of the collaborating organization under the agreement.
License. must be retained for Governmental use, however. (See
Subsections 11(b) (2) and (3)). Under Subsection (11) (b) (4), where
appropriate you should permit employees and former employees of
laboratories to participate in the commercialization of
inventions they made while in the service of the United States.

Your authority to enter into cooperative agreements under
Subsection 11(a) (1) is subject to the provisions of Subsection
11(c). Aa provided for in Subsection 11(0) (1), the Department is
preparinq regulations on procedures for implementing this section.
Implementation of Section 11, however, should not be delayed pending
the i.suance of these regulations. As required by Subsection 11(c) (3),
the Department has reviewed its employee standards of conduct for
conflict of interest, and has determined that no change is necessary.
Any potential conflict of interest in a Federal laboratory arising
from an agreement under Section 11 should be immediately reported
to the Director, Office of Federal Technology Commercialization.
under Subsection 11(c) (4), in deciding what cooperative research
and development agreements you enter, you should give special
consideration to small business firms and consortia involving
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small businesses, and should follow the requirements of Subsection
11(c) (4) (B) pertaining to preference for busineas units located in
the United Stat•••

In accord with Subsection ll(c} (5), any cooperative agreement
entered into under Section ll{a) (l) should include a claus.
providing the Secretary of Commerce a 30-day period to disapprove
or require the modification of the agreement. Please notify the
Director, Office of Federal Technology Commercialization of the
initiation of negotiations leading to a cooperative agreement
under Section ll(a) (1). This notice should include:

1. Name of parties to the Proposed Agreement
2. Work Scope of Proposed Agreement
3. Resources to be made available by each participant
4. Disposition of Patent Right.

All royalti•• received under cooperative agreements negotiated
under Section 11 of the Act shall be distributed as provided in
Section 13. The Department does not intend to file an
alternative plan for the sharing of royalties as provided by
Subsection 13(a) (A) (ii).

In order to facilitate the drafting and negotiation of cooperative
agreements, the Department plans a workshop in the near future to
diseu•• model provisions and methods and options for commercializa
tion available to OoC laboratories.

This memorandum does not apply to a procurement contract or
cooperative agreement as these terms are used in 31 U.S.C. 6303,
6304, and 6305.

_____ ........... 'lliiii ......~.s L...A.Ln I r ~ nrl'



Date

From

Subject

To

DEPARTMENT OF HEALTH &. HUMAN SERVICES

NJ; -5 1981

Oi rector
National Center for Toxicological Research

Technology Transfer -- BRIEFING

The Deputy Assistant Secretary for Health
Through: ES/PHS ___

Public Health Service

Memorandum

PURPOSE: You asked me to represent you at a session on technology
transfer at the Department of Commerce from July 20-23 and at a meeting
of the Executive Working Group of the Interagency Committee for Federal
Laboratory Technology Transfer on July 23, 1987. This memorandum re
ports on events at those two sessions.

BACKGROUND: The Federal Technology Transfer Act of 1986 directs
Federal agencies to take several steps to encourage the transfer of
technology from Federal laboratories in the interest of global economic
competitiveness. Executive Order 12591 of April 10, 1987, requires
timely implementation of this Act, delegation of responsibilities to
appropriate levels, and other cooperative items.

Because the Department of Commerce has coordinating responsibilities
across the Federal government, an effort was developed to write
training materials for use by government employees. A contract was
awarded to Gulf South Research Institute (GSRI) to develop these
materials. A meeting was convened from July 20-23, 1987, to critique
the materials developed by GSRI.

GSRI was asked to develop a set of modules for three different
audiences--lab scientists, technology transfer agents, i.e., those who
staff the Office of Research and Technology Application (ORTA's), and
laboratory management. Those of us at the session were asked to
critique that effort. That task was made more difficult by the fact
that the primary deliverable, a notebook with training materials, will
not be available for review for several weeks.

The session on Friday, July 24, of the Executive Working Group was
called in order to define future actions needed to follow the training
materials and speed the implementation of the Act and the Executive
Order.

DISCUSSION: In light of this, two conclusions can be made: (1) if the
notebook contains all and describes all that it is said to include, the
materials may be very useful; and (2) based on what was presented,
without benefit of seeing the notebook, one would have to be concerned
about its value to HHS. TAB A to this memorandum provides some detail
of the session.

.~
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The Deputy Assistant Secretary for Health 2

THE EXECUTIVE WORKING GROUP: Items covered included a decision to
decline the request of GAO to become members of the implementation
group as well as the decision that FLC, as a private organization,
could also not be included as part of the Federal Implementation
Committee since it would then put the Committee under the Federal
Advisory Act and, hence, open other meetings to all other outside
groups.

The second item of business included a request by NASA for an
assessment of Executive Order 10096 (1950) in light of the 1986
Technology Transfer Act. This request is already being addressed by
the Department of Commerce and relates to consideration of whether or
not the agency must undertake an evaluation as to the legitimacy of
ownership prior to transfer of licensed material. The result of this
inquiry will be provided at the subsequent meeting.

The third item of business was a review of the course given already
that week. In general, the course was not overwhelmingly well
received. The salient points were: (1) course did not provide enough
material on research and development; (2) was too redundant; and (3)
the after-the-fact course material was of less than optimal use. It
was pointed out by Mr. Tip Parker that the contract was completed and
there was no need to continue or modify at this time. The resulting
product is to be provided to each course attendee on or before August
31, at which time it may be utilized as seen fit and reproduced as
needed as long as the contractor is given credit for whatever of their
material is accepted.

The fourth and final additional item is outlined in USDA's course to be
provided September 17. The course outlined appeared to address many of
the major points there, but the implementation discussion follows.
This included:

1. A need for education among the research and regulatory leadership
since there is the incorrect feeling among some that this
represents a conflict of interest which it specifically does not.

2. That there is a concept that artificial barriers are being placed
relative to implementation by procurement groups. This is placed
outside the procurement process.

3. That laboratory personnel must be informed as to what constitutes a
loss of proprietary rights relative to disbursement of ideas and
concepts.

4. That, while it might be acceptable under the law for an agency not
to accept for either themselves or their staff a benefit accruing
from the transfer of technology, it is certainly not the intent of
the law to encourage this, but rather where regulatory conflicts
exist that they be resolved by the language, permitting full
participation of said group in the end.

_ _ __ _ _ _ _ . ~ •• •• _. •• .., ~'1I'_'1 "" ...... '-1.'" .V. ""ILI.~~.CI \.II "'11'£::'"
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5. While under the law it is possible for a laboratory to become
involved with a single R&D broker, it is of concern that this might
develop into a perceived conflict of interest and hence, it might
be better to develop a more apparent equality of access to
information through either electronic systems or publication in the
Federal Register, Commerce Business Daily, or some other group, to
provide due notification to industrial development companies and
have a review board to be responsible for evaluation of inquiries.

6. It is the opinion of the USDA consultants and staff that protecting
proprietary information will be difficult under present FOI laws,
however, that same can be protected best by the language up front
by cooperative R&D contracts, since the research information and
hence results from same would be paying owner by contract.
Contracting needs to be further explored by the respective
departments and agencies.

Finally, a schematic diagram for implementation and a PERT analysis for
accomplishment is to be sent prior to the next scheduled meeting of the
group which is September 9, 1987 at 10:00 a.m.

I have also attached, at TAB B, my memorandum to you de cribing the
June 5 meeting of the Executive Worki 0

"'~_A

Ronald W. Hart, Ph.D.
Director, NCTR

2 Attachments:
Tab A - Notes on Technology Transfer Session, 7/20-23/87
Tab B - Copy of Report of June 5, 1987, Meeting of EWG

cc: Commissioner. FDA
Actg Assoc Comm for Mgmt &Opns, FDA
Executive Secretariat, FDA
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From Director, NC'l'R (HFT-1 )

SubjI!'eport of Meeting

To Deputy Assistant Secretary for Health, oms

ATTACHMENT B
Pubic Heelth Servic.

Memorandum

Attached please find my SlIII'08ty minutes for the meeting at the Depart
ment of carmerce on iJrp1ementation of the Technology Transfer Act of
1986. '!be meeting was an infonnative one as you may see by the attached

___inf.5?~~iS'O. __'I1)e_bot~an_1ine of the meeting was that there was a great
diversity both in the needs of the various departments of the Executive
branch and in the speed and effectiveness of inplementation of the
Technology Transfer Act of 1986. Also, although a diversity of ~inions

and approaches exist in these departments, there is a strong tendency to
delegate authority to the lQiest level, i.e., laboratory director.

In II!{ opinion, the IIDSt effective of the participating departments
appeared to be the Dept. of Agriculture. '!hey have been judicious in
delegating the responsibility of inplementation of the Technology
Transfer Act down to the level of the individual laboratory when
apprq>riate, and have develc.ped an alternative mechanism when this is
not practical. The entrepreneurialism resulting fran this
·custanization" process has expedited their activities in this area.

It appeared that the primary iJrpediment identified by the menDers at the
meeting to inplementation of the Technology Transfer Act is the
develcpnent of an autanated Infonnation system to identify both products
which are patentable or copyrightable, and resources and programs which
are amenable to cooperative ventures between the private and public
sector.

It also appeared that there was a problem concerning the sale or joint
venture of copyrightable material, especially software deve1opnent,
which is presently subject to the Federal copyright law. '!be upshot of
the discussion was that in order to pennit this, the copyright laws may
have to be altered and that this would, in all likelihood, require a
separate piece of legislation.

'1be major action item resulting fran the meeting was an agreement on the
part of the member agencies at the meeting to participate in a technol
ogy transfer training program to take place in mid July and which will
be provided by the Department of CoTmerce. HHS was allotted three slots
for the program. I lobbied for and got concurrence for f i \Ie slots for
HHS with the suggested carposition being: one fran NIH, one fran COC
and one fran Ftl\ (these individuals would subsequently train others

_ ••__ ....~u.~ ... ....a.ftl. ....... #'I_ .,r--..I ....P"~...
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Dr. Lowell T. Rami80n
J\me 11, 1987

within the cooperating agencies), a fourth slot for a policy type
individual whose primaIy role would be to participate in the first two
days of the workshop: and the fifth individual's slot would be as an ad
hoc observer,lpartlcipant who would participate in all four days of the
workshq> along with the representatives fran the various agencies within
PHS. Neither this slJ01estioo, nor the nunber of slots, was not set in
concrete and, therefore, can be JOOdified easily by yourself by calling
Nom.

I appreciated the q>portunity to participate and hq)e that you will give
me the freedan to do so at future meetings of this group.

Sincerely,

Ronald W. Hart, Ph.D.
Director, NCTR

AttaclJnent



SlHIARY MINlmS
MEETIt«; CF mE aJt!ITl'EE ~ f'E[DAL ~1ORI~

(EXFXl1l'IVE~ GIUJP)

JWE 5, 1987

The meeting was called to order at 10:00 a.m. in roan 8-1851, Department
of Ccmnerce Building by Mr. Nonnan Latker, Director, Federal Technology
Management Divisioo, Office of the Assistant secretary for Productivity,
Technology and Innovatioo, Deparbnent of Qmnerce.

I. Mr. Latker summarized the role of the Department of Conunerce
relative to the Technology Transfer Act of 1986. He described its
participation as a cross-cutting function, coordinating the activities
of the various departments within the Executive Branch, in order to: a)
develop node1 agreeroonts that might then subsequently be JOOdified by the
various participating departments for either licensure of patentable - _ .
material or the deve10pnent of cooperative research and deve10pnent
prograns between the public and private sector1 b) the preparation and
sul:rnission of a report to Congress in 1988 relative to the progress made
in the 1nplementation of the Technology Transfer Act of 1986 by the
various departments of the Federal Government as well as the cost
savings and returns to the Goverrvnent resulting fran the Act, and c) a
generic training function for merrbers of the various departments in the
Executive Branch concerning the meaning of the Act, its inp1enentatioo,
and the procedures to irrplement it.

II. After his S\.D'I"I'Mry, Mr. LaUer asked the Group menbers fran the
different units in the Executive Branch to describe the progress made
thus far within their respective departments. That progress is
surmarlzed below.

A. Department of Defense. '!be Department of Defense has dele
gated its activities to IABCCfi, who has subsequently contracted with the
Federal Laboratory consort.nsn, to develop an irrplernentation strategy for
the Technology Transfer Act. 'l1ley will be briefing the IABCX:N carmander
on this plan at the end of this mooth. At that point, they plan to
develop new regulations if needed. They are essentially proposing a
very decentralized approach with delegation directly to the various
laboratories. For an exanp1e of the scope in 000, the Ar1t!i alone has
approximately 35 laboratories, ranging in size between 100 FTEs up to
approximately 1,000 FTEs, with the average size being 300 FTEs.

B. Department of Chtmerce. Catinerce 's approach has been similar
to that of the Department of Defense. '1hey first developed a fl~hart,

which is attached, for the decision-making process. It is also their
decision to decentralize with the responsibilities being delegated
directly to the laboratory directors. Carmeroe has made JDajor progress
in the 1nplementation of the ndlnology Transfer Act.

• • 1l~.L. __ .... ,Z _ - -
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c. Department of Agriculture. '1he Department of Agriculture has
IIIal.1e good progress. "!bey have already developed a plan for 1Jrplementa
tion of the Technology Tranfer Act anc! are using the flCNCharts pI'O'lided
to them by the Department of O:mneroe for the decisiorHDaking process.
'!hey also have already developed, and are in the process of
inplementing, collaborative r:esearch and develqnent agreements. They
are also in the process of attenpting to sell certain patentable or
already patented items to the private sector. Unlike either Q:mnerce or
Defense Department, they have decided to use a mre centralized
AWroach. This is based on the fact that, with the exception of one
laboratory, Beltsville, their laboratories have less than 200 FTE's,
with over 70' of their laboratories having less than 35 Fl'Fs.
Beltsville is being delegated authority directly, and, in order to
assure maximum participation without undue administrative burden being
placed upon the rest of the snaIl individual labs, Agriculture has
also developed a centralized approach with representatlQrL...fran . the _
various participating laboratories. In additloo~"they have developed a
University Consortium (as ooly they and tCTR/FDt\ have). The University
COnsortilltl will work closely with the Technology Transfer Act providing
expertise and acting as a OJIlduit for transfer of technology.

D. Envirorvnental Protection Agency. The Envirorrnental Protection
Agency, similar to the Department of Defense and Department of Ccmnerce,
is delegating authority down to the laboratory level. This approach was
taken even though the laboratories are not large (have more than 200
FTEs). '.l1ley have also taken a novel approach by attenpting to work
with their on-site contract errployees in such a way as to make them
co-inventors. '!hey are still exploring ways to accarplish this. 'Ihey
strongly feel, as did the majority of the representatives at the
meeting, that it is inperative for those establishnents which have on
site contractors to bring these contractors into the process by sane
means. 1hey also announced that they have made Technology Transfer a
major initiative for the Enviror¥nental Protection Agency and have formed
a high level task force to inplement the Technology Transfer Act as
expeditiously as possible. '!here awears to be tremendous interest
within all sectors of EPA on inplementation of the Act and ccx:peration
across all groups.

E. Office of SCience and Technology Policy. The Q;TP
representative gave strong endorsement for the Technology Transfer Act
stating that this was to be one of the major initiatives of this
Idninistration. It is apparent fran his presentation that (l)TP and om
believe strongly that the government has real and substantial r:esources
and that this infonnation nust sanehcM get out to the industrial sector.
They believe that this can best be acex::trplished through a peq>le-to
-peq>le exchange with industrial scientists, not only as a visiting
scientist but actually working in cooperation with governmental
scientists on site. He also pointed out, however, that this has not
usually been done. '!be single exception that was mentioned was NCTR
which has agreements with sane of the trade associations located in
Washington for representatives fran these various trade associations to
serve as guest workers at M:TR on projects of nutual interest.

- - - -- "_.. _."-.".;
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F. Department of Health and IUnan services. I had requested
prior to the meeting that Phil a-n might feel mre canfortable in
giving the IUllMry of progress in HHS. Be delivered a 81.mDU'Y of the
RHS activities, primarily relevant to ,the National Institutes of Health.
He made the statement that delegation was expected to cane to the agenc.y
head, i.e., the Director of NIH. To iJrplement this centralized polic.y,
the Director, NIH had developed, through the Patent JlOlic.y Board, three
suboarmittees. '!hese subcxmnittees were: 1) cooperative R&D agreementsJ
2) royalty distribution: and 3) administrative mechanism and data
systems. He also mentiooed that the Patent Policy Board had four major
functions it was taking on: 1) trainingJ 2) royalty rate, 3) the
mechanisms for data gathering: and 4) develqment of carputer gathering
systems.

G. Department of Interior. The Department of the Interior
explained that they had approximately eight laboratories, with BOStof
their laboratory centers -well -belowthe1OO'FTE '~eveI-;-wlth-an average
size of approximately 75 FrEts. Similar to most of the Executive
branch, they are delegating authority directly down to these
laboratories, and noted that R&D was already being done within these
laboratories. This was being done predaninately at the Bureau of Mines,
which has a history of mainly using cooperative R&D programs with
industry. 1bey are in the process of developing a strategy for irrple
mentation of the ';t'echnology Transfer Act and, hq)efully, they wish to
aCCCltplish this within the already presently operating system. HcMever,
they have also started to utilize the oooperat.Ive R&D oodel developed by
the Department of Ccrrmerce for subsequent programs to be done with the
private sector.

tIlen the report fran the various Executive departments were concluded,
we proceeded to the next item on the agenda.

III. TrainiDJ. Noonan Latker turned the proceedings over to Mr. Tip
Parker of his office. Mr. Parker described the need for a training
program and stated that the Depart:Joont of C<:mterce has already developed
a basic training program and the materials to be used therein. This
material includes information on: a) what laboratory managers can get
out of both the 1984 and 1986 Acts on Technology Transfer ActsJ b) what
the scientific carmunity within these laboratories can get out of these
respective Acts: and c) what technology transfer people can get fran
inplementation of these Acts. All of this material is available at this
time the NTIS, as well as a series of video tapes which can be obtained
either fran NTIS, or fran Mr. Latker's office within the Department of
Coornerce. Also, Ccmnerce is planning to have a training session in mid
July to cover inplementation of the Technology Transfer Act. '!hey are
requesting that one individual attend fran each of the various agencies,
as you will see in the attachment to the sllTl'l\aIY minutes. They are
hoping that each of the agencies will supply not only a training
specialist but also a policy person. The training specialist will be
responsible for training other individuals within the given

_ _ _ .... _'-"'•• L.
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deparbftent. BHS has been allotted three. However, because of the
size and structure of cur Department, I asked for the option of having
five, which I think is acceptable to the 'tbrking Group if you feel it is
useful. With five individuals, we could invite one representative fran
CDC, one fran PDi\, and me fran NIB, as well as having two policy people
at the meeting. For the meeting, it is intended that the policy
individual will attend the first two days of the workshop and the
trainers will attend all four days of the workshop. If we have two
policy people, me of them could attend for the first two days and the
second one could attend for all four days, writing an overall surrnary
for the workshop. As soon as yoo have decided upon whether three or
five is the appropriate IllIIIber, it 1«>Uld be best to let Norm Latker at
the Department of CCmnerce know.

'l1le meeting was concluded at 12:00 noon and the materials attached were
oolle~~ for f~__~vi~_. _- - _.
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Technology Transfer Act of 1986 (P.L. 99-502)

(Recommended Delegations of Authority for Carrying Out Major Provisions of the Act)

Prepa red by OOMS/OM
June 1987 -

Authority
Delegste Authority

to Agencies
'Retain Authority

in OASH Co1llDents

SECTION 2. Cooperative Rese.rch and
Develop.ent Agre..ent. (Section 12 of
St...nsoo-Wydler)

12(.) Gener.l Authority

Dnder the tem. of the Technology Tr.nsfer
Act of 1986 "e.ch Federal ageney ..y
pe~t the director of .ny of ita
Govera.ent-oper.ted Feder.l laboratorieu••• "

"
-(I) to enter into cooper.tive re.e.rch

aDd develo~nt agre..ent. on beh.lf
of .uch••••geney with Feder.l agencies.
••• indu.tri.lorg.niz.tions••••public
and priv.te foundation••••or other
per.on•••• "

-(2) to negoti~te licenaing agre..ent••••for
Gover~nt-owned inventiona made .t the
l.bor.tory .nd other inventions of
Feder.l ..ployee. th.t may be volunt.rily
•••igned to the Government."

yes, but with
.uch exclusions .s
uy be deterained
necess.ry by ASH

* *
~.\.,'
/--~..~

ASH delegation to PHS agencies should
note th.t this .uthority can be
redelegated to BIDs. (Se;-5(a»
Agencies will have to ~stablish an
oversight -.chanism to ensure: no
undesirable impact on agency mission
and personnel; no conflicts of
interelt; competition and equity to
extent possible.

*NTIS will be retained through an
agreement (with ASH as the PHS
signatory) to do this in conjunction
with OCC and on behalf of PHS and
its agencies. Agencies will, of
course, be extensively involved and
their advice and reco1llDendations
solicited. PHS will participate in
NTIS license negotiations.

NOT!: For the'purpose of this .nalysis, Federal agency is defined as the PHS. and the "director" of PHS Federal laboratories is defined .s the
------ bead. of NIH. CDC. FDA••nd ADAKHA. These definitions h.ve been .pplied uniformly and consistently throughout this analysis.

~

i
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12(b) Enu.er.ted Authority

Under eareement. entered into•••• Governaent
oper.ted l.bor.tory ..y •••

·(1) .ccept. ret.in••nd u.e funds ••••
fraa coll.bor.ting partie•••• •

·(2) Iraat or agree to Irant in advance. to a
collaboratiag party. patent licenses or
.s.1I~nt•••• in .ny invention ..de in
whole or in part bJ a Feder.l ..ployee
under the agre..ent. retaining a non
exclusive. noo-transferrable•••paid up
license to practice or have the
iawention pr.cticed throughout the world
by or on behalf of the Govern.ent••• •

·(3) vaive. aubjeet to reaervation bJ
the Governaent of a non-exclusive.
irrevoc.ble. paid up license to practice
the invention•••in Whole or in part. any
r1&bt of owner.hip Which the Federal
Goverlilent .y have ••• •

12(c) Contr.ct Con.ider.tions

·(1) A Federal ageney ..y is.ue regulation.
on .uit.ble procedure. for ~pl..enting the
prow1aions of this .ection••• •

·(l)(A) ADy eaeney using authority given it
under sub.ection (.) shall review employee
stand.rda of conduct for resolving potenti.l
conflicts of interest to -eke sure they
.dequately establisb guidelines for
.itu.tions 11kely to arise through the use of
this .uthority ••• •

Delegate Authority
to Agencies

yes

yes

yes

yes

yes

Retain Authority
in OASH

yes

Page r

CoDlllents

The delegation will be qualified in
th.t ASH will retain authority to
review and ~dify all agreements
involving waiver afar significant
delimitation of the Governaent's
opportunity to realize royalties and
other income from GovernDent-owned
inventions.

Salle as above.

ASH will issue overall operating
procedures and each PRS agency may

supplement with procedures it judges
necessary.

Agencies will be expected to institute
procedures to ensure that conflicts
of interest do not occur.



Authority

-(4) The laboratory director in deciding what
cooperative reaearch and developaent
aare.eata to eat.er into ahall - (A) give
specl.l coaaideration to ...11 business
fi~s••• - MCI) give preference to business
unita located In the United St.tes.....

-(5)(A) If the head of the agency or his
des1lDee desires an opportunity to disapprove
or require the -odification of any such
aare.-eDt, the agre_eat shall provide a
30-da, period within which such action 8Ust
b. takeD beginning on the date the agre_ent
Is preseated to ht. or her by the head of
the laboratory concerned."

M(I) ••• the head of the agency or such
d.signee shall traasmit a written explanation
of such disapproval or ~dification to the
head of the laboratory concerned."

M(6) lach agency shall .. intain a record of
all sgre_enta entered into under this
sectlon.-

SECTION 3. Eatablis~ent of Federal Laboratory
Consortium for Technology Transfer (Section 11
of Stevenson-Vydler).

ll(e) Establlsh.ent of Pederal Laboratory
Consortium for Technology Transfer

Delegate Authority
to Agencies

yes

yes

yes

yes

Retain Authority
in DASH

yes

yea

Page 1"

Coraments

ASH should retain "r evi ew" authority
over agreements regsrding waiver or
deliaitation of the Governments
opportunity to realize royalties.
The 3D-day liait will ensure that
ASH or agency head review will not
unduly delay the process.

ASH should retain a central PHS
repository of summary info~tion.

Each PHS agency will be expected to
maintain detailed records and be
able to provide OASH inforaation on
an as-needed basis.

M(2)•••The representatives to the Consortium
shall include a senior staff ~.ber of each
Federal labOratory which is a ~.ber of the
Consortium and a representative appointed froa
each Federal agency with one or ~re aeaber
laboratories."

No dele8ation needed ASH (or his designee) should represent
the HHS in these activities. Each PHS
agency will be, or can be, involved
as participating laboratories, or ASH
can designate one to serve as his
representative.
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·(7)(A) ••••n ~ount equ.l to .005 percent of
th.t portion of the re.e.rch and development
budget of e.ch Federal agency th.t is to be
utilized by the l.bor.tories of such agency
for a fiac.l year (1987-1991) aball be
tr.D8ferred by auch agency to the National
lureau of St.ndards ••• • :

SECTION 4. Utiliz.tion of Federal Technology
(SectiOD 11 of the Steven.oo-Wydler Act)

11. Otiliz.tion of Feder.l Technology

MC.)C3) Each l.bor.tory director .h.ll
eoaure th.t efforta to tr.nsfer technology
.re conaidered po.itively in labor.tory job
deacriptioDa. employee proaotion policies.
aDd ev.lu.tion of the job perfonaance of
acieDtlata and englneer. In the labor.tory.·

Deleg.te Authority
to Ageneles

yes

yes

Retain Authority
in OASH

..
Page 4-

Co_ents

N(f) E.ch Feder.l agency which operates or
direct. one or -are Feder.l labor.torie.
ahall report annually to the Congreaa••s
part of the agency'. annual budget aubmi.sion.
on the actlvitie. to the provisions of this
section.- .

SECTION 6. Rev.rda for Scientific.
Engineering. and Technical Per.onnel of
Federal Agenciea (A new Section following
Sectlon 12 of the Steven.on-Wydler Act).

Section 13. Revards for Scientific.
Engineering••nd Technical Personnel of
Federal Agencies

NThe head of each Feder.l agency •••• hall
uae the appropriate at.tutory authority to
develop .nd t.ple.ent • ca.h award. program
to rew.rd ita acientific, engineering.
and technical personnel••• •

yes

Not applicable

yes ASH should allow each PHS agency to
admini8ter its own unique cash award.
program. but 8hould retain right to
approve awards over a certain amount.
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SECTION 7. Distribution of Royalties
Received by Feder.l Agencies (A new Section
followiaa Section 13).

Section 14. Distribution of Royalties
R.ceived b1 Federal Agencies

(.) ID General - .(I) ••••ny royalties or other
iDCa.. received by • Feder.l .gency from the
llc.D81ac or ..a1gn-ent of Inventions under
.ar....Dt. entered into under Section 12r••
shall be retained by the agency whose .
laboratory produced the invenUon and
shall be dhposed of as follows:

(A)(i) The head of the agency or his
desllD•• shall pay .t least 15 percent
of tbe rOJ.lties or other income the
a••Dey receives on account of any invention
to the loventor••• •

-(I) The balance of the royaltiea or other
income sh.ll be tF.naferred by the agency
to Its Gove~ent-oper.ted laboratories,
with the ..jqrity share of the royalties
or other in~a.e from .ny invention going
to the laboratory where the invention
occurred••• •

- ••• funcla so transferred ••• lIIaY be used
or ohIi.ated by that laboratory during the
fiscal year in which they are received or
during the succeeding fiscal year . "

Delegate Authority
to Agencies

yea

yes

yea

yes

RetaiD Authority
in OASH

t.

Page;

ColIIDents

Hemo of agrement with NTIS to be
signed by ASH would provide that NTIS
will diatribute funds in accord with.
PHS agency approved list of 8Wardees.

l
' poli CY regarding level of payment
reaains in OASH.

Each PHS agency i8 the lab., and ••
8uch administers the balance of the
royalties transferred to it by ASH.
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Authority

-1. for payaent of expenses incidental
to the ad~ni&~ration and licensing of
1nvent lana••• ; -

-li. to reward acientific, engineering
aDd techo1c:al _ployeea of that
laboratory; •

-111. to further acientif1c exchange
a800& the Covernment-operated laboratories;-

-1v. or for education and training of
e~IOJe.a••• -

-(b)certa1n Aasig~ents - If the invention
Involved waa one asaigned to the Federal
agency -

(1) Ly a contractor, grantee , or participant
in a cooperative agreement with the
ageney~ or

(2) b1 an _ployee of the agency •••

the agency unit that was involved in euch
.aell~nt ahall be considered to be a
laboratory for purposes of this Seetio~.-

-(c) Reporta - (1) In ~king their annual
budget aub8dseione Federal agencies ehall
aub8dt •••both Houses of the Congress,
au..ariea of the ..aunt of royalties or
other inc~ received and expenditures
••de••• -

Delegate Authority
to Agenciee

yes

yes

yes

yes

Retain Authority
h OASH

yes

yes

t ·

P.ge~

Collllllents

OM would be delgated responsibility
for dispersing monies to those
responsible for administering (and
patenting) inventions. Agreement
with NTIS, and addendum thereto,
will cover the payaent for licensing
activities and foreign patent
activities.

Reporte will be submitted to OASH.

Reports will be submitted to OASH.

ASH should receive periodic notific
ation of such assignments.

Supporting information will come from
NTIS and PHS agencies.
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SECTION 8. ~ployee activities (a new
Section following Section 14).

Section IS. E!p1oree Activities

·(.) ••• the ageDey .., condition the inventor's
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By the attached June 23, 1987 memo the Secretary delegated to me
the responsibility to vigorously implement the Federal Technology
Transfer Act of 1986 (FTTA) within existing resources. As you
will note, prior to further delegations to PHS laboratories the
Secretary requested me to prepare for his review, after
consultation with PHS agency heads~an implementation plan which
responds to his concerns by the end of September.

In order to respond to the Secretary's request, I believe we must
first identify the decision making process which must be
undertaken to successfully manage technology by a laboratory
director who is permitted to enter into cooperative research and
development or license agreements under the authority of Section
11 of the FTTA. Identification of the decision making process
will make assessment of necessary resources and, therefore, the
most productive levels for delegation of authority and retention
of oversight easier. Further, this should enhance our ability to
focus on the necessity of developing administrative tools and
identifying when reviews for potential conf1ict-of-interest need
to be undertaken.

Given the above, my staff has developed the attached schematic
chart and explanation. In short, the chart identifies the work
steps and decisions which I believe must be undertaken to
successfully manage technology at a laboratory with authority to
enter into cooperative research and development or license
agreements. The chart has two primary logic trees. The first
identifies the actions and decisions that need to be undertaken
to identify laboratory projects that have the potential of
reSUlting in a useful technology, finding a private sector
collaborator, negotiating and executing a cooperative agreement,
conducting the cooperative research, and finally, assisting in
marketing and collecting the benefits of reSUlting technology.
The second tree identifies the actions and decisions that need
to be undertaken to identify patentable technology developed at
the laboratory, evaluating its economic potential, finding a
private sector licensee, negotiating and executing a licensing
agreement, assisting in the development of the licensed
technology and finally, assisting in marketing and collecting the
benefits of the technology.

To proceed further, I have asked Dr. Lowell Harmison to chair an
implementation task force to review the schematic chart and begin
to determine what resources each PHS agency will utilize to
undertake implementation of the Act as suggested by the schematic. I
would like each agency to be represented on the task force by two
participants: your deputy, who will represent you personally, and
another principal official, who has been involved in technology
management. The first meeting of the task force will be

Since I am anxious to meet the Secretary's desire to proceed, I
believe it is appropriate at this time to permit each PHS agency
to commence negotiation of cooperative research and development

I.J"'JlrITlI~C rn£:l ~"''P''''''''''' ", .-1 ,: .L-'I_ _ JI - -



and license agreements subject to review by my and the
Secretary's office. To assist you in that regard, I am attaching
the cooperative research and development and license agreements
developed by the Department of Commerce to meet their legislative
mandate to assist agencies in implementing the FTTA. These
instruments are models only and can be amended in any appropriate
way to meet your needs.



By the attached June 23, 1987 memo the Secretary delegated to me
the responsibility to vigorously implement the Federal Technology
Transfer Act of 1986 (FTTA) within existing resources. As you
will note, prior to further delegations to PHS laboratories the
Secretary requested me to prepare for his reviewl.~ after
consultation with PHS agency heads, an implementation plan which
responds to his concerns by the end of September.

In order to respond to the Secretary's request, I believe we must
first identify the decision making process which must be
undertaken to successfully manage technology by a laboratory
director who is permitted to enter into cooperative research and
development or license agreements under the authority of Section
11 of the FTTA. Identification of the decision making process
will make assessment of necessary resources and, therefore, the
most productive levels for delegation of authority and retention
of oversight easier. Further, this should enhance our ability to
focus on the necessity of developing administrative tools and
identifying when reviews for potential conflict-of-interest need
to be undertaken. fv.J~
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~.Bcd on the above, my staf has developed the attached schematic
chart and explanation. In hort, the chart identifies the work
steps and decisions which I believe must be undertaken to
successfully manage technolo at a laboratory with authority to
enter into cooperative resear h and development or license
agreements. The chart has~hprimary logic trees. The first
identifies the actions and dec~sions that need to be undertaken
to identify laboratory projects that have the potential of
resulting in a useful technology, finding a private sector
collaborator, negotiating and executing a cooperative agreement,
conducting the cooperative research, and finally, assisting in
marketing and collecting the benefits of resulting technology.
The second~t~ce identifies the actions and decisions that need
~~~-rr~lertaken to identify patentable technology developed at
the laboratory, evaluating its economic potential, finding a
private sector licensee, negotiating and executing a licensing
agreement, assisting in the development of the licensed
technology and finally, assisting in marketing and collecting the
benefits of the technplogy. /

~q (ltul d f- (>4. c '1
To proceed fu her, I have~. Lowell Harmison to chair an
implementation t force t~~~~v~:~ the schematic chart and begin
to determine what r urces PHS agenc~ will utilize to
undertake~ implementi\ the 1ct as suggested by the schematic. I
would like each agency to be represented on the task force by two
participants: your deputy, who will represent you personally, and
another principal official, who has been involved in technology
management. The first meeting of the tas~.C;;;ill be
--------. I -I"f: ..
Since I am anxious to meet the secretary~a~esire to proceed, I
believe it is appropriate at this time to permit each PHS agency
to commence negotiation ofvCftDAS and license agreements subject
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to review by my and the Secreta y's office. To assist you in ~~
that regard, I am attaching the eRDA and license agreement'
developed by the Department of ~ommerce to meet their legislative
mandate to assist ' . • These i ns t r ument s are models
only and can be ended in any appropriate way to meet your
needs.



PROPOSED SYSTEM FOR MANAGING TECHNOLOGY
IN FEDERAL LABORATORIES

PART 1

la. a.c~orou.d /

The ederal Government funds or performs about ~ I f of all the
resea ch and development done in the Uni ted St4tes today. Much
of thi effort is to meet unique. Government /needs. particularly
for th military establishment. But it is / {ncreasingly evident
that th future of the country also depen~~ on how wei I the
res u Its f a I I U.S. R&D are used by U. S . / i n d u s try to advance
economy. For example. in a world of i n t e n s i f y i n g economic
competitio based on new technologies. the Federal R&D budge
about the s me as Japan's total R&D expenditures. but near all
of their R&D is to develop c r c e u c t s-v t c r domestic use and xport.

./

Federal labora ories have alway,S transferred the dis overies and
technologies th y produce to m~it the needs of their R&D
sponsors . These laborator ies /have made major cont ibutions to
Man's knowledge. reated tec~OIOgieS used in pro ucts and
services the publ depends /on today. trained 0 standing

I
researchers. and the j1rld in many fields.

Recently. however. has t rere been Governmen -wide emphasis on
increasing interactions !between Federal I oratories and U.S .
i n d us try to ben e fit bot, the e con omy and the I abo rat 0 r i e s . Sin c e
1980, a series of rela ed statutes has een enacted to help
promote industry/labo ator interacti Briefly. these are:

o P . L. 96-480
transfer of
the private

rovisions to encourage
e and local governments and

517 by ensuring that
con ractors that operate
the ight to own and

P.L. 98-620 -- w ich amended P.l.
most small b u s jess and nonprof i t
Fed era I I Y -.DW n e I abo rat 0 r j e s h a v e
manage their r n v e n t t c n s .

o

o P.l. 96-517 - small business and nonprofit
organizations nse the i n v e n t i o n s they create
with Federal Ttl 's Act was applied to some
nonprofit org nizatio s that 0 erate Federal laboratories
for Federal agencies under cont act and also authorized the
aqencies to iissue e clusive I ice ses on patented invent ions
they own .

P.L . 98-62 -- which provided a tow cost w y for an inventor
or Federal a c e n c v to protect the royalty-fr e r r c h t to use
an invent ion by filing a Statutory Invention egistration
with the Patent Office .

n I!! L a II .. I Y. II . .. - - ,



P.L. 99-502 -- which allows Government-operated laboratories
to make cooperative research and development agreements with
industry. license their inventions, share royalties with
inventors. and use royalties for a variety of other
urposes .

• President Reagan signed Executive Order 12591, which
al agencies to encourage and faci I itate technology

transfer and elaboration of their laboratories with the private
sector by impleme ting Public Laws 96-517.98-620 and 99-502.
The Order also dire s agencies to comply with his 1983 Patent
Policy Memorandum whic applies to laboratories run by for-profit
contractors.

c(

An objective of these is to require Government
laboratories to manage the techno y they produce as an asset .
This paper proposes a system for mana ng technology that
laboratories may use as a gUide in deve ing their own internal
processes. Part 1 01 the paper describes flow and logic of
the system. while Part 2 (beginning on page 1 provides I I

, J additional c~nsidcefations and suggestions f.o ,r imP .e~entation'-h~

J I~(Q II , tJrTe chtJ \&-'!2vJ >{P-1 !rl'f8" lx'tw. 'tl,Wj re,h."Ju!iJJ) ItA! 1'/ .7 I
I t.P'(,~..-Llt%,~ f. IJ '@-o'/:1:;::t-,O("'n'k

f
' ( /jr.--.-/"- ~---;:~)

. " .., J ~ CH~ ,,",,- "c 'e: (J11i{1
Whi Ie there are y forms ," technology transfer, ' .
concentrates ~1',,'" wo,,-collaboraf'n wit~~other or nizations and
management of patentable inventions . ~overn nt-operated
laboratories . The proposed system 01 a t' ns and decisions has
been developed as a basis for discuss ' n Th'6 System is I"[eilded -

to . . ',p". t e 'm. i ~!J>.W'''' .11b / v"
far down the organizat ion es~~.( '-~~':ktldt

. a II q (/04- Iv"'fir w/!z"Jg!
T In a nt- ~

perated ~w~/WJ

d v~
authorities. ~ is a generalized presentation that considers

SIC patents only, applies to unclassified work only. and ttr.e
omi ts some detai Is. The system emphasizes laborato~YIJn'pustry h /,
cooperation and patent licensing because of the rf:..{,~/uthorities. 'e c.'/lIiJ <1/7
I tis not i n ten d edt 0 (Ie t , Ii e [ "1 ,"", the wid era n 9 e 0 f 0 the r II,.,.. -v"(~
t y pic a I I abo rat 0 r yin era c t ion s 5 u c has pub I i cat ion 0 f pap e r s • /fe J
consultation. and per onnel exchanges. ~-~'

, fJ, (k..J( I '{ fly I¥'d I- q/ {7'8(:
Each rectangle in the chart represents a work step or series of
act ion s , w h i lee a c h 0 val i n d I cat e sad e CIS ion s t e p . Wh I let he e h art
does not indicate who should make each decision. we believe that
by identifying and describing them. a48RGies 9r lab9rat9r~.s wi I I

recognize the need to designate who should contribute and wh
should have the authority to make each deciSion. Regardles
who makes a decision. the chart assumes the necessary elos
cooperation among:

2
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o
o
o
o

Laboratory researchers and scientists
Research managers
Technology transfer officers J 1/ s)
p. t n ,4-t 't 0 r n ey s vraI (:E pclv 01,,,,J ('or k....; A ~ /1W(~

The chart has three points of entry. The first 101 lows Step 1
when a proposal for a cooperative R&D project is received from
outside the laboratory. The second is Step 2 when an internal
proposal for a laboratory project is being initiated. The third
is Step 15 PRELIMINARY VALUE SCREEN. where when the laboratory
makes a prel iminary decision on whether an employee 's discovery
or idea may be a valuable and patentable invention.

The chart has ten triangles that
of what the chart is intended to
for the laboratory, an employee.
or a patent attorney.

say "end." This means the end
show - - not the end 0 f act i II i t Y
the technology transfer off icer.

Par t 16. Step-by-Step Explanation

Step 1. LABORATORY SOLICITS COOPERATORS. A laboratory may
encourage outside proposals for cooperative R&D projects. The
chart shows R&D proposals being received in response to this
encouragement but omi t s the obvious evaluation and decision steps
that would preceed a cooperative project.

(Part 2a. TechniQyes LQL Find jng ~ Cooperators ~
Licensees discusses ways to publ icize a laboratory's
interest in undertaking cooperative R&D pro jects; page 10 .)

Step 2. PROJECT INITIATION--CONS'OER MEANS OF COMMUNICATING ANO
TRANSFERRING RESULTS. This is the first large rectangle. When a
new R&D project is being considered. it is normal to think about
how the results of a project wi I I be communicated to the sponsor
as wei I as dec iding whether or not the project should be funded .
With the new authorities. labs should also ask at this stage
whether the project may have~ial potential and whether a
private sector organization~ mi?htAinterested in helping or
coopera1ing on the project. A related question is whether the
project can be modified to meet the original sponsor's needs and
increase its interest for a private sector organization. The
chart compresses these considerations into two decisions. Step
2-A. LABORATORY WILL FUND? YES leads to Step 2-B. SEEK
COOPERATOR? If 2-8 is YES. the I aboratory wi II seek a
cooperator. If NO. the laboratory wi I I proceed to do the work on
its own.

Taking advantage of the commercial potential and possibi I i ty of
R&D cooperation at an early stage may have several benefits for
the laboratory. i n c l u d i n g '

3



o The soon era C omme rei a liz i n 9 fir m bee ome sin v 0 I v e d in
developing a technology, the greater the chances of
commercial success.

o The private sector may supplement Federal funds for
conducting laboratory R&D.

o Other parties may bring knowledge and expertise to the
project that increase its chances of meeting the
Government sponsor's needs.

o Working with outsiders can enrichen the job of
laboratory staff in many ways.

If the R&D project is expected to lead to an item the Government
wi I I purchase, there may be an opportunity to expand the market
for the item . This can spread both the development and
manufacturing costs among private as wei I as Government users,
thus lowering the total cost to the Government.

Step 3, DECIDE HOW TO FIND " COOPERATOR. If the project appears
to have commercial potential and may be of interest to a
cooperator, the next step is to decide how to find one.

(Part 2b. Technjguts iQL Finding ftAQ COODerators ~
Licensees discusses some ways this can be done; page 10.)

Step 4, SEEK COOPERATOR.
finding a cooperator .

This involves carrying out the plan for

Step 5, FINO COOPERATOR? NO. (I f YES, go to Step 7)

Step 6, LABORATORY CONTINUE THE PROJECT? The decision at Step
2-B to proceed may have been cond itioned on finding a cooperator .
If none is found, the laboratory wi II have to decide whether or
not to proceed on its own .

Step 7, RESOLVE CONFLICTS OF INTEREST. If a cooperator i s found,
before an agreement is executed, it is necessary to ensure that
conditions which might lead to an apparent or real conflict of
interest are identified and provided for .

(Part 2a. Confl ict .2.1. Interest discusses a number of
aspects of conflict of interest, i n c Lu d i n q situations where
the t e r m iss ome time s miss use d: p age 16 . ) I ( - I • j;, 1.

~ ftJ r -t-f l e 0 1 111'.) "' .1 fe.<.
Step 8, NEGOTIATE AND EXECUTE AGREEMENT . Under ".L.99 Se2,-> 14i.--1jS~ {..r
cooperative R&D agreements are not procurement contracts, grants,
or cooperative agreements as these instruments have been
establ ished by the Federal Grant and Cooperative Agreement Act .
As a result. neither the Federal Ac e v I e I t t o n RegUlation nor

4
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Government-wide assistance policies apply.
lat itude to negotiate terms and conditions
meet the needs of the particular parties.
being developed as a point of departure to
developing the agreements they may need.

This gives labs
with cooperators
Mo del a 9 r e em en t s
assist labs in

wide
that
are

A prime objective of some cooperative R&D projects may be to
produce inventions that can lead to marketable products. In
other cases. inventions may be a possible outcome but not an
objective or perhaps not even I ikely. Since it is often
impossible to anticipate when an invention will occur. it is best
to assume that any R&D project has a chance of producing one. and
the rights to a resulting invention should be established in the
agreement.

Step 9. CONDUCT COOPERATIVE PROJECT.

(Part 2b. Types QL R&D Cooperation suggests diff~rent types
of shared projects that labs may find benefiCial~age 12.) C:-

Step 10. MAKE INVENTIONS. An oversimplification that includes
all of the steps necessary to identify. describe. and protect an

invention. IIt.le ~ ~

_ Step 11. TRANSFER TECHNOLOGY PER AGREEMENT. Th i s .....~:. :he:.f f~Yt-jtP
rn ..u....q s 9 f t ta pro j • eta FeEt i ... vie EI t1" aFA9~g the 0 rig ina I s po n s 0 r • Vvr.A( f-
the \coo per a tin 9 par t n e r . the I a b. and i n d i v i d u a lin ve s t i gat 0 r sin IlfJtv"'!)
accordance with the agreement~t includes project reports. 't~c/ ~~~

rig h t s top ubI ish. demo n s t rat 0 n mo.del s , and pat, n. t... r i .g. h t. s i f 1(/ I,f-J .~
any. Iv.! (little ( h ;;J;f!,/£ ,Itr . f"~ j

~C~~~/7{I'tI(Le,.JWJ 4{~J!{b//.o~t4·e v-;;.Jt/l f , .
Step 12. RECEIVE AND DISTRIBUTE ROYALTIES. -,v-'Agencles must fOllOW. 6·\t~te
the statutory requirements and select among the options for using,
royalties the Government receives from licensed or assigned
inventions.

Step 13. LABORATORY PERFORMS WORK. Going back to Step 2. if a
project is not seen as having cooperative R&D potential. or the
lab was unable to find a cooperator (Step 6). the lab wi II
consider the merits of the proposal and decide whether or not to
do the work on its own r u s t as it has always done. If it goes
ahead. a lab employee may report a discovery or an idea that
could be an invention.

Step 14. EMPLOYEE DONATES IDEA. Under the new law. a Government
employee may voluntari Iy assign an invention that may be entirely
unrelated to his or her job. This is to give employees an
opportunity to have t b e i r ideas evaluated. patented. and managed
by a laboratory if the lab agrees. It~also ~provjdefan

additional source of ideas to laboratories and the Government
wh i c h mig h tot her wi 5 e~ die for I a c k 0 f f 0 I I ow- up.

,I
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