thé licensing of a third party after appropriate petition,
notice and hearing if the Board determines after review of the
factors set forth in Section 312. (b) that such licensing would
best support the purposes of the Act.

The provisions of paragraphs (C), (D) and (E) of this
subsection, commonly referred to as "march-in" rights, are intende
to cover situations of insufficient use, important and imminent
public needs, and considerations of competition which are
applicable at any time after titie vests in the contractor. The
additional "march-in" provision of paragraph (F) provides an
appropriate period of exclusivity to encourage contractor
participation and commercialization of inventions, because those
critical areas of concern where exclusivity may not be appropriate
have been covered by the "march-ins" of paragraphs (C), (D) and
(E). At the end of such period of exclusivity those inventions
which are of interest to competitors may be licensable depending
upoﬁ the balancing of the criteria set forth in Section 312. (b).

The ten-year period is tolled for the period of time a
contractor is required to be before a regulatory agency for
premarket clearance of its invention in order to put such
inventions on an equal footing with inventions which require no
such premarket clearance.

Subsection (b) (3) requires that the Board consult with
the Federal agency involved before taking action under Section

311.{w)Y (2){(D), (E) or (F}.
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(c) Contractor's rights.

Subsection (c) establishes a defeasible title in the
contractor in those inventions on which the contractor files
a United States patent application and declares his intent to
commercialize subject to those rights granted to the Government
in Subsection (b) (2). Subsection (c) further provides that the
contractor's employee-inventor may assume the contractor's
rights with the permiésion of the contractor and the sponsoring
Federal agency.

Sec. 312 ther Provisions.

(a) Extension of Contractor's exclusive commercial rights.

Subsection (a) permits the sponsoring Federal agency
to extend the normal five or ten-year periods of exclusivity
of Subsection 311.(b) (2) (F) for good cause following notice
to the public and an opportunity for filing written objections.
Although the normal periods will satisfactorily create the
degree of exclusivity necessary for contractor participation
and invention commercialization, there will be a small number
of situations which may reqguire an extension of the normal
periods. To assure that this authority comes under public
scrutiny, however, the agency is required to provide public
notice prior to making any extension.

(b) Board considerations.

Subsection (b) suggests to the Board a series of eight
factors which it may consider in determining whether and to

what extent to exercise its right to require licensing after
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the normal period of market exclusivity has expired. Review
of these factors against the marketed invention are designed
to aid in more sharply defining the equities of the Government,
the public and the contractor in such invention.

(c) Alternative criteria of the allocation of property
rights in Subiject Inventions.

Subsection (c) (1) permits the Head of a Federal agency
to deviate on a case-by-case basis from the single patent
rights clause in rare situations where exceptional circumstances
exist. Each deviation must be published and reported to the
Council for review to assure judicious use of the authority.
This subsection is not intended to auﬁhorize repetitive
case-by-case deviations on similar fact situations, because
such deviations are to be handled as class deviations under
the regulations drafted pursuant to Sections 311 and 312. (c) (2).

Subsection (c) (2) provides that éhe regulationé may
permit deviations in two class situations which are considered
to pose equity considerations radically different from those
that arise in the conventional negotiations for research and
development services. These classes cover contracts involving
cosponsored cost sharing, or joint venture research where the
contractor is required to make a substantial contribution
of funds, facilities or equipment, and also special contracting
situations such as Federal price or purchase supports and

Federal loan or loan guarantees.

12
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Subsection (c) (3) assures that in no event can the
antitrust "march-in" of Section 311. (b) (2) (E) be waived by
either an Agency or any regulations drafted pursuant to this
Act.

Chapter 2--Inventions of Federal Employees

Sec. 321 Reporting of Inventions.

Section 321 requires that Federal employees report to the
Federal agency all inventions made while an employee of that
Agency.

Sec. 322 Criteria for the allocation of rights to inventions.

Section 322 establishes the criteria for allocation of invention
rights between the Federal Government agency and its employee-
inventor.

Subsection (a) establishes the right of the Federal Government
to obtain the entire right, title and interest in all inventions
made by a Federal employee "which bear a relationship to the
duties of the employee-inventor, or are made in consequence of
his employment."

Subsection (b) establishes the right of a Federal employee to
the entire right, title and interest in any invention made by the
employee-inventor in any case where the invention does not bear
a relation to his duties or was not made in consequence of his
employment, subject to certain license rights in the Federal
Government if the invention was made with a contribution by the

Federal Government.
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Subsection (c) establishes in the Federal agency the right to
leave the entire right, title and interest in an invention to an
employee-inventor notwithstanding the right of the Federal
Government to obtain such interest under Subsection (a), where
the Agency determines there is an insufficient interest in the
invention to justify seeking patent protection. Notwithstanding
such right in the Federal agency, it may publish or dedicate
to the public such invention if it is determined to be in the
public interest.

Subsection (d) establishes in the Federal employee the right
to retain the entire right, title and interest in his invention
in any case not falling within Subsection (a), (b) or (c).

Sec. 323 Application of criteria.

Subsection (a) (1) sets out employee duties which establish
a presumption that an invention made by such employee falls
within the criteria of Subsection (a) of Section 322. Thus,
for example, if an employee is assigned to conduct research
and development work, it is presumed that any invention he makes
will be disposed of under the criteria of Section 322. (a),
reserving to the Federal Government the right to obtain the
entire right, title and interest to such invention.

Subsection (a) (2), however, establishes a presumption that
an invention made by an employee whose duties fall outside those
listed in Subsection (a) (1) falls within the criteria of Sub-
section (b) of Section 322 reserving to the employee the entire
right, title and interest to such invention subject to certain

license rights in the Government.
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Subsection (b) provides that either presumption of Subsections
(a) (1) and (2) may be rebutted by the facts or circumstances
attendant upon the conditions under which any particular invention
is made.

Sec. 324 Review of Federal Agency determinations.

Section 324 provides for review of Federal agency determinations
regarding the respective rights of the Federal Government and a
Federal employee-inventor in situations when the Federal agency
determines not to acquire all right, title and interest in an
invention or where an employee-inventor when aggrieved by a
determination requests review.

Sec. 325 Reassignment of rights.

Section 325 establishes a right in the Federal agency to adjust
the rights acquired from a Federal employee-inventor on the
basis of evidence that the granting of greater rights to the
employee~inventor is necessary to correct an inequitable
allocation of rights.

Sec. 326 Incentive Awards Program.

Subsections (a) and (b) provide to the Federal agencies the
right to establish an incentive awards program which is intended
to monetarily reward or recognize Federal employee-inventors,
stimulate inventive creativeness, and encourage disclosures of
inventions which in turn will enhance the possibility of
utilization through the Federal licensing program established

under Title IV.
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Subsections (c) and (d) establish the amount of such awards
and the procedures under which they shall be granted.

Subsection (e) provides that a cash award is to be considered
in addition to the regular pay of the recipient. Further, acceptanc
of the reward consitutes an agreement that any use by the Federal
Government of an invention for which the award is made does not
form the basis of a further claim of any nature against the
Federal Government by the recipient, his heirs, or assigns.

Subsection (f) designates the fund or appropriation from which
the awards should be made.

Subsection (g) makes discretionary the implementation of the
awards program of this section.

Sec. 327 Income sharing from patent licenses.

Section 327 establishes the right in a Federal agency to
share with the Federal employee-inventor the income received
by such Agency from income bearing patent licenses for an
invention.

Sec. 328 Conflict of interest.

Section 328 provides that determinations concerning a Federal
employee's promotion of his invention is subject to the
regulations of the Civil Service Commission. The intent is to
ensure that a Federal employee will not be prohibited from
promoting his own invention if consistent with the Civil Service

Commission regulations governing conflict of interests.
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TITLE IV--DOMESTIC AND FOREIGN PROTECTION AND
LICENSING OF FEDERALLY-OWNED INVENTIONS

Sec. 401 Authorities of Federal Agencies.

Section 401 provides the authorities necessary to effectively
administer the licensing of Federally-owned inventions.

Subsection (a) authorizes the Federal agencies to apply for,
obtain and maintain patents in selected countries on inventions
in which the Federal Government owns a right, title and interest.

Subsection (b) authorizes the Agencies to promote the licensing
of inventions covered by Federally-owned patents or patent
applications. |

éubsection (c) authorizes the agencies to grant licenses
under Federally-owned patents and patent applications on appropriate
terms, including the right in the licensee to sue for infringement.

Subsection (d) authorizes the Agencies to conduct market surveys,
acquire technical information and demonstrate the practicability
of a Federally-owned invention for the purpose of determining and
enhancing its marketability.

Subsection (e) provides to the Agencies the right to defer
release of information disclosing an invention the Federal
Government owns a right, title or interest in for a reasonable
time until a patent application has been filed.

Subsection (f) authorizes the Agencies to utilize all other
suitable and necessary steps to protect and administer rights to
inventions on behalf of the Federal Government either directly

or through contract.
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Subsection (g) authorizes the Agencies to transfer custody
and administration of a Federally-owned invention to the
Department of Commerce or other Federal agency for the purpose
of administering the authorities éet forth in Subsections (a)
through (d) without regard to the property transfer procedures
required by the Federal Property and Administrative Services
Act of 19489.

Subsection (h) authorizes the Agencies to designate the
Department of Commerce as the recipient of funds received from
fees, royalties or other managemen£ of Federally-owned inventions.

Sec. 402 Authorities of the Department of Commerce in
cooperation with other Federal Agencies.

Section 402 provides the authorities necessary to effectively
administer the licensing of Federally-owned inventions by the
Department of Commerce either in cooperation with other Federal
agencies or solely based on a transfer of-administration of a
Federally-owned invention to the Department of Commerce.

Subsection (a) authorizes the Department of Commerce to
coordinate a program for assisting all Federal agencies in carrying
out the authorities provided by Section 401.

Subsection (b) authorizes the Department of Commerce to publish
notices of all Federally-owned inventions available for licensing.

Subsection (c) authorizes the Department of Commerce to evaluate

inventions referred to it by Federal agencies in order to identify

those inventions with the greatest commercial potential.
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Subsection (d) authorizes the Department of Commerce, with
the concurrence of the Agency involved, to assist the Federal
agencies in seeking and maintaining protection on inventions
in any country, including the payment of fees and costs conneéteﬁ
therewith. |

Subsection (e) authorizes the Department of Commerce to accept
custody and administration of Federally-owned inventions from
other Federal agencies without regard to the property transfer
procedures of the Federal Property and Administrative Services
Act of 1949.

Subsection (f) authorizes the Department of Commerce to receive
funds from fees, royalties or other management of Federally-owned
inventions authorized by this Act provided such funds will be
used only for the purposes specified by this Act.

Subsection (g) authorizes the Department of Commerce to under-
take all of the above functions either diéectly or thfough contract.

Sec. 403 Authorities of the General Services Administration.

Section 403 authorizes the Administrator of General Services to
promulgate regulations specifying the terms and conditions under
which Federally-owned inventions may be licensed.

Sec. 404 Grants of an exclusive or partially exclusive license.

Section 404 sets out the terms and conditions under which a
Federal agency may grant an exclusive or partially exclusive
license.

Subsection (a) provides that an exclusive or partially exclusive

license under a domestic patent or patent application shall be
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granted only after notice and an opportunity to object has been
afforded to the public, and a determination that such licensing
is a necessary incentive to call forth the investment of risk
capital to bring the invention to practical application, and
that the terms and scope of exclusivity are not greater than
reasonably necessary to provide such incentive. However, no
such license should be granted in the event an Agency determines
that the license will "tend substantially to lessen competition
or result in undue concentration in any section of the country
in any line of commerce to which the technology to be licensed.
relates, or to create or maintain other situations inconsistent
with theantitrust laws." The quoted language is deri&ed from
"The Federal Nonnuclear Energy Research and Development Act of
1974" and is discussed in the conference report on S.1283.
Subsection (b) provides to the Federal -agencies the authority
to grant an exclusive or partially exclusive license under any
foreign patent or patent application after notice to the public
and opportunity for objection and a determinatioh that such
licensing will enhance the interest of the Federal Government
or United States industry in foreign commerce. However, such
license shall not be granted in the event an Agency determines
that the license will "tend to substantially lessen competition
or result in undue concentration in any section of the country
in any line of commerce in which the technology to be
licensed relates, or to create or maintain other situations

inconsistent with the antitrust laws." .
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Subsection (c¢) requires that the Federal agencies maintain a
record of determinations to grant exclusive or partially exclusive
licenses.

Subsection (d) reguires that the grant of an exclusive or
partially exclusive license contain at least (1) a reguirement
for periodic reports on commercial utilization, (2) the standard
paid-up license to the Federal Government, (3) the right in the
Federal agency to terminate such license if the licensee is not
taking effective steps towards utilization of the licensed
invention, and (4) the right of the Federal agency after petition,
notice to the public, and hearing three years after the grant
of the license, to terminate or modify such license on a
determination that such license "has tended substantially to
lessen competition or result in undue concentration in.any section
of the country in any line of commerce to-which the technology
licensed relates, or to create or maintain other situations
inconsistent with the antitrust laws."

TITLE V--MISCELLANEQUS

Chapter 1--Other Related Provisions

Sec. 511 Definitions.

Section 511 sets out the definitions, for the purpose of this

Act, for the terms, "Federal agency," "Federal employee," "contract,
"contractor," "invention," "subject invention," "practical
application," "person," "made," and antitrust law."
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Sec. 512 Relationship to Antitrust Laws.

Section 512 is intended to remove any implication that the
Act provides immunity from the antitrust laws.

Chapter 2--Amendment to Other Acts

Sec. 521 Identified Acts amended.

Section 521 is intended to amend or repeal parts of other acts
covering similar subject matter.

Acts which have been identified as covering similar subject
matter are:

"The Agricultural Research and Marketing Act of
August 14, 1946".

"The Federal Coal Mine Health and Safety Act of 1969".
"The National Traffic and Motor Vehicle Act of 1966".
"The National Science Foundation Act of 1950".

"The Atomic Energy Act of 1954".

"The National Aeronautics and Space Aét of 1958".

"The Coal Research and Development Act of 1960".

"The Helium Act Amendments of 1960".

"The Saline Water Conversion Act of 1961".

"The Arms Control and Disarmament Act of 1961".

"The Water Resources Act of 1964".

"The Appalachian Regional Development Act of 1965".
"The Solid Waste Disposal Act".

"Pitle 38, U.5.C. 216".

"The Federal Nonnuclear Energy Research and Development

Act of 1974".
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Chapter 3--Effective Date Provision

Sec. 531-'Effe¢tiVe date of Act.

Section 531 provides that this Act shall take effect on the
first day of the seventh month beginning after the date of

enactment of this Act, except that regulations implementing this

Act may be issued prior to such day.
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time—the famous 1039 letter from Dr. FinsLeln to President Roosevelt J
pointing out to the President the imminence of the first controlled
nuclear chain-reaction and the advent of the Atomic Age. 1In the
letter Einstein made the following recommendations with a view toward
expediting the work:
"In view of this situation you may think it desirable
0 have some permanent contact maintained between the
Administration and the group of physicists working on chain
reactions in America. One poésible way of achieving this might
be for you to entrust with this task a person who has your
confidence and who could perhaps serve in an unofficial capacity.
His task might comprise the following: ¥
a) to approach Government Departments, keep them
informed of the further development, and put forward
recommendations for Govermment action, giving particular
attention to-the problem of securing a supply of

uranium ore for the United States;




Page 2 - DUr. Betsy Ancker-dchnson

1} 1s Ticensed to practice Taw, 2} can maintain its fax exempt status
since there 1s an appearance of seiling a service to the public which
is unrelated to its charitable purpose, and 3} can successfully deal
with potential licensees who attempt o negotiate directly with the
principal in order to obtain better terms. While 1) and 2) may pose
no problems to industrial contractors. 3} may impact sgually on
industrial contractors seeiting to license their rights. Hhether one
deems ihese problems insoluble or not, the assiognment of title is a
requirement of existing non-profit patent management organization,
and attempts to change the established procedure will, no doubt,

meet with resistance.

In 1ight of the above, we consider the Z(b) option 0 be an unaccept-
abie course when applied to universities and non-profit orcanizations.
Although applying the Z{b) option to industrial contractors who them-
salves will be delivering to the marketplace may have lesser compli-
cations, we perceive other problems in that area. which should be
considered prior to pursuing the 2{b) option further.

In this regard, some understanding of what will transpire at the time
an exclusive license terminates must be reached. If it is intended
to return panagement of a substancial number of inventions to the
Government after an exclusive Ticense ands, we envision substantial
administrative difficulties in bringing the departments and agencies
Gt the Executive up-to-date on the exclusive Ticensee's axparience

in the marketplace before the Government could grant additional
iicenses. Further, we believe that a policy requiring the Government
to assume the vesponsibility of granting nonexclusive licenses after
the exclusive license ends will act as an additional disincentive to
the invoivement of university and non-profit organizations in techno-
iogy transfer. This resylt s but the natural consequence of dimin-
ishing prospects for income from nonexclusive licensing.

In conclusion, we must advise that. in our opinion, the 2{b} option
is more than cosmetically different from the 2(a} option, especially
as it applies to the universilty and non-profit research sector.

This option should not be pursued further without a fuller exami-
nation of its ramificatiens. It is suggested that the protection af-

forded by the Government through the use of option 2(b) could as easily be
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Or. Betsy Ancker-dohnson

Chairman, Committee on %o
Patent Policy

Department of Commerce

Room 3362

Hashington, B.C. 2023¢

vernment

Dear Dr. Ancker-dohnson:

This is in response o your invitation to 21l Committee members for
additional agency comments on the Commiitee'’s January &, 1576
nraliminary indication to pursue option 2(b) permitting Government
contractors to retain an exclusive license 1in inventions they
generate in performance of Covernment-funded research and develop-
ment contragis.

Ay review indicates that the differences b=iween the {itle and
exclusive license opticns appear to be more serious within HEM

than could be highlichted and discussed in the limited time available
at the January € meeting. This is especially true where the contractor
will not himself deliver the invention to the marketplace but must
Ticense a third party to atiract the risk capital necessary to accom-
plish such delivery. Hhile such licensing by an industrial contracter
may be infreguent. it 1s a primary and rapidly-growing mechanism in
bringine aniversity and non-profit institdtion inventions to the
marketplace.

Historically, university and other non-profit ressarch institutions

enerally utilize the services of either (1) an in-house but separately-

incorporated patent management organization, such as the Wisconsin
Alumni Research Foundation, or {2} & nationwide non-profit patent
management organization, such as Research Corporation, when inveived
in patent Ticensing for the purpose of technoliogy transfer.

Traditionally these patent management organizations have required
assignment of title from the university and non-profit organizations
they serve. 1 am advised that assignment of title is considered
essential in order te negate any appearance that the patent manage-
ment organization i1s acting as an agent rvather than the owner of the
invention. Ap agency relationship with the patent titleholder raises
the cuestion of whether the non-profit patent management organization
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obtained by permitting contractors to retain title subject to well
defined march-in rights. Such a poiicy would come closest to
creating the optimum conditions for contractor participation in
Government research and development and ultimate utilization of
its results without the administrative costs highlighted above.
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Mr. Postman says if you are arriving at Forrestal.by driving east on
Independence, then turn right on 12th street (street is torn up but
still usable). Then turn immediately left, down ramp, to basement
of Forrestal. There is a guad at the bottom of the ramp. He knows
you are coming. You will probably get a temporary parking ticket,

0.A, is on from 8.30 to 9.30--you should probably arrive about 9.00
anyway . V\ Q?%
BN
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Mr. Norman J. Latker, Patent Counsel
Hational Institutes of Health
Westwood Building
Bethesda MD 20014

NOV 2 1976

~

Dear Mr. Latker

Thank yvou for your offer to participate as a guest lecturerx
in our second annual Patent Officer Training Course to be
presented this year during the week of December 6th. The
sixteen students attending the course this year are almost
evenly divided between civilian and military attorneys of
the Air Force, mostly from Air Force procuring activities,
who have been appointed as "Patent Officers" or whose duties
are concerned in various degrees with inventions, patents,
copyrights, and rights in technical data and computer soft-
ware. These attorneys for the most part do not have any
formal training in patent or copyright law. This course is
designed to provide these men with both the legal and prac-
tical background necessary to the effective performance of
their duties. Your willingness to assist in this effort is
greatly appreciated.

Enclosed is a copy of the course program as presently
scheduled. You will note that your presentation is set
Wednesday morning, December 8th, at 9:30 a.m. ITf there
any problem with this date or time period, please let us
know as early as possible so that the schedule may be
changed. Also, if there is anything that you would like to
have duplicated and included in the course materials that we
are preparing for distribution to the students, .we would
need to receive it by November 26th. If you have any
guestions, please contact Marty Postman at 693-5710. ——— —-

=g

SEPH E. RUSZ
Chief, Patents Division
Office of The Judge Advocate General
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0830
0835
0845
03900
Break
0945

Lunch
1300

Break

1445
1500

0830

0930

Break
1030

Lunch
1300

0830
Break
1000
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Program for Patent Officer Training Course
7-10 December 1976
Room 5E083 Forrestal Building, Washington, D.C.

Tuesday 7 December

Welcome

Opening Remarks

Introduction & Scope of Course

AF Patent Organization & Functions

ASPR Patent Rights Clauses: When used;
Clause reguirements & reporting provisions
Administration of patent rights provisions:
Follow—-up, Disputes re Subject Inventions

Processing and Evaluation of Invention
Disclosures

Patent Soliciting in the Air Force
Employee Rights; Incentive Awards

Wednesday 8 December

Patent Policy under Government Contracts
Presidents Policy Statement; Proposed Legis-
lation

University Patent Policy - Institutional Patent
Agreements

Consultation Period - Visit individual attys.
in Pats. Div. & other JAG offices to discuss
special and mutual problems

Rights in Technical Data & Computer Software
" Practical Problems in Data & Software Rights
Policy, Proposed ASPR changes, Vglue Engi-
neering Change Proposals, Solici#®d and
Unsolicited Proposals.

Thursday 9 December

Administrative Claims for Infringement
Patent Litigation in the Court of Claims;

Air Force - Dept. of Justice Relationship;_
Interrogatories; Evidence

-

e

Postman

General Vague

Postman
Rusz

Postman

Crawford

Kundert

Libman
Gluck

Neumann

Latker

Prahinski
Postman

Budock

Byrnes

R



Lunch
1300

1330
Break
1430

0830

Lunch
1300
1330

Break
1400

1430
1500

- Ut

Patent Indemnity; Notice and Assistance; Auth Freudenberg
& Consent
Royalties & Allowability of Patent Costs Wiseman

Feedback Sessions
Group l. Patents Rights; Disclosures; Claims Singer, Budock
& Litigation :
Group 2. Rights in Technical Data and Computer
Software; Copyrights Postman, Libma

Friday 10 December

Copyrights (
Gov't Policy: Employee Works, Contractor Works Postman
Infringement; Fair Use; Royalty Free Permis- Libman

sion; Licenses
New Copyright Law

Revision of AFR 110-8 Jarcho
Administration of the Invention Secrecy Hilton
Act 35 U.S.C. 1B1-188

New Government Patent Licensing Regulation Peterson
AFR 110-33

Technology Dissemination and Utilization Urbach

Overview & Closing Remarks Rusz

Adjourn

L AL VRT3 S



/t

ML — setd .
/?ff c" — sk AwSrens
#o /J/g?//m,/
v ﬁnto/w )m—»ﬁ ol gL Eo o o
/c?mé /& i § ‘?9?‘/ /cﬂj}c :J V,«//A,)Amf

(.’v'? ( -
3}£ng il &f'"

-, 2.
<

& _,_,(,/ /Z*'(qé/‘;(_ (15;/’—/—-\
y i /f‘"f"w-vfaf o V// aﬁ% /(79’# D/'_j

::ué /0' »ééé/?‘f d / |
MM&.&MW____“ /fl »7uuq\'47/'{ JF’ a,g-, m7 brcfe.

e V & feed oAy -
N = R ot

7 ;.”c./ Aan e ~/5z«* / Ao s
éi":" //VVIC 7d ,A{ej

7

pé:’ci"j /71_- /P}é 722
Z et G f f]‘”‘
1% 7§ K Ao oo

<7 /:f/ u’/w*/»w : )Zv:g /& “ o S

[ %/g;% L;a/féo < 6//{’/ éaﬁ S /L By oy =

< Lo
Vo /"’.«//7 e \7‘ e 4 f?;;w AN e fu/‘;’w y
e v oA /5 b 1

- j %‘;ﬁ/ il -~ g o 2 N
Er G&4, 203"!](' /-l’l & s st /5 ¢ 2 x V""‘"’ ey Ve d
7 / <

o F a{r‘

g s ; s < V‘_, /u‘(’}f’;'“l’
7ZC/ E« A/r//‘?'zu/ e be faetid & 6*'{1""/ Phe
7 Y Ja;i“” ew'e /c' ’mr/ cet

sewel s ! e Va ,\M»,/‘f- MA 2

/e ke SA-w‘?*‘? #— el / 1t
,{ } e 7 %‘c (;'9/71 74;4,
/ Apsen /’“/érb /‘/ Gewe 4A— 4e 144 <

sh Pt — 7 e »4!
g Ak T B
M/"(' Py 429 Lk z*”j;//% ﬂ Z"J /‘/Zcz?{e/

éf/y L/u

///Z ‘ c»«/ /zqf— (( /M/(’N h :H/ ?j

P
o s A N | W 7 - P Y e Y




( 7 /%r’ s € VAR ?a/’ :?z

/"41; m aﬂﬂ//ﬂj {@% F A ol
(g_,;y/‘ﬂ //ﬁ L3 a K o,._,::_;‘ = ’ i"i/'#;.v//z"’
p

h il?f /j < ICZ 27 G 2 ‘.'/d f/(,,/(‘f) <'::_ﬁ‘ «;f

T N L R A
Z'v?fg,/(_ ,ég s /sfcz/ / /,J 2, a_ ¢ e P
7["& 2o € e / 9/ /’ ' CE c/ c//;'u w/Q’M
7 [ e /:7 o

rd s LV&‘-{ o:—av/ k ‘ "
!v;l /M 7)“/; /,s DAY ;o s / /0 e
ﬁl‘ //A //\U Goe7 /SJ T e (” l/ )[Cf’ "/

W..:"Z

/,IA/ dﬁw'm'ﬁ Mo (%’;%//4'7,(‘—{,[(@ cS

éf)%v\/ey o Shey ,/4/ e T , ZGeov / K/;f”/ /, % e FiGS

L eowsps é We  deorce &
///cr /’ 1(.. /(“'c
7"('; /4, a/j\/ :J < 7

:,"i"lwxr @.

/244 AWW W/e e

e

/ lom s A O

ol 7 /5/ Ve ]L, ¢ g ¢ { = 7 v 7 </ /[Z_\
5 7 i 74
é: < o Cas ¢ 71’—7\




A é«/é 7[’ 7o /—, %g‘/ﬁv} q/‘/ % V/(;'A./ r/(:>
L4 // N 2 7 /’ -
() P Seaait Ao P fl
2) e Aboect o £ 4 oS
3 o & oo
!:-; fé & - 7 2 < é.
/o /”/}L/Z—/j . // ﬁq’”ﬁf,v% %_W;/;I/_f//
Z &«fb—— J N TP s //‘ /2, = 4/ o // / 4
A E h; & & & e / ’ “Hu/l l/ % )Zl Voo CE e v:>’/;;
bno é’ % cu‘/z///j /?C-;’/‘f/l'("{(”;./)é‘;[ ﬂ"'z f—
| / 4‘1)’ e 4/‘453“/ « ¢/; h e vf~’5¢'5 = 4
Cou bputn and e st Lo
/~ ) f ( é/ 'X r‘;:’a // (2 i- Citvim s wf
v /5’ & St - «raf;w»w G Fidd ik
A’./%—- /44(// Z //Z:.».,./ 4 _.,‘
/;’ A /'A /(o /‘—_— / 7 </ / G
4 y / :S/c“" 7 { /,ﬂ/{/ /V' sy
74 A YW § - /(,..,/ //ééz?/ e Hay
40( f// %} =7 Cir= = o
é/{‘d ( 7Lf 4,/ /O &) /j?/;,\ 5 /6’ /((r/g
o

¢

';‘?}L'_, /7 _/ / Cx= s /’Q«' / ﬂ’fgﬁ?fJ
o e
Gt /v /G‘/’I'ch—z 1 </ZJ / .\/

/7)4 / 1{0?’ € e bl 7{ @

/‘7/7/(»’& C e b e a /aa (/ic/nwt s i

T Ay z‘h Epsf= sedteve o

s st (/ Mo oo™

-—/— ’%/wm — ; b~ b e “ ‘7 od tf’/}’

A le.  cbhen o J R ﬁ)?ooff S

/N Vﬂa’Ak;;,J &7 nybqf')Laqj & 7‘~1f.fs F—s "/R

P A;z;f,,»:),,t..\ri’ N VeZ 0% le 7 o/ Hh ey
oy st o P O R /j

74”! gt 15 e v laas fog

ﬁf‘\- / l"\:/‘/-”{/




/'w

, /’//// (ﬂX/a//,e,u e FPowee F7Y
by o pooidty eccodens Bas e
/émz“jf’w//u /zv\ﬁ (7 TP 5 A Ifé//?vf}&

/ vw%/d&ﬁ"%ﬁ)/’/c j// ant P “«f @ =7
7T prvae pe Porgy w~ o
dee 7 ",i:ﬁf/éf/% ZZ/ et ﬂyix@“: A
;Y //V)'T/Zfal%uwj /@Hﬂ-—» S e : fﬂfiéj
jm /:”/(,/( N, A )’-75‘"(55 ;’«.i%// //ig;/ }
!":j’;zfﬁ7r'{fk/£ %ﬂrf/’ g,u Mo pea /)50 da
‘772@ /"Tziﬂm, o € (/Z/, ¢ ot e f///guﬁfézg <

I ,—/L,_,,n; S @ Aew ca
7%2//-} Vs J o /f’éj {/9‘{’ / 1.
Prat— s dils sikens Lo 523”,:’ R
7%y w/ puke g APy ae *’z;/é/é\
6%% v v 5 /,ésf/, cf‘ﬁ«wthuw @ ot

X/ 4 ; /’ ]éz/é (*’/ﬁﬁﬂ/b} t’f/ﬁ&“"‘ /7@7&—7;7 A

} e

'{/x’»/éfr.;c; //»zé /’«wcé/,a/;, 2, w,;»wz N@“Z,
§ e A s f«, é//lf%’»»vﬁ’”7
== TN Nt T /zamwg/sq,,ﬁ’«c( O St <o /¢
/céﬁmﬂ fos - »/_ e - bose ‘més;
7{@2 haﬂﬁgﬁl"ﬁ@ /42{; /5i‘ a B =z )
pamafed— A A fc*//e‘*‘tj &wu//rf,

; . -y 4/5 or « /p{ g(/;‘-eu
/8/;}11‘:/5’(-) ]44«4 7"6 ' « e L%% & {t/ z//,

‘Z ‘/%ﬁ"‘” 74’ 7“6 (€ate < 3/9 w e
LLPL aa/onuq c ¢ / /o Lm)\,@q“/sfff 7u é%;ﬂﬁk&—\
&/é’)r?g NV h/e_ éf:ioa z’// é"zlj Ve— [




ﬁi»g_;;é;é,/ﬁdaf J'/i/‘)féw/

T Nmne IR0

PO e R

i) 4_//.?/ g peEcotte G T /ﬁz/ YA /
%—j U o s Fe . M* / Ly ?) !
- :
J ﬁ “/ﬂ w7 & /a'//{_ e Cfy S @(/z /4'(
4 f:)v’?/f /eSS 47 & j Feryy o/ //

C/u 63(/6”/’] ]L, )uj/)/Lu 55/ //é 74 "%‘1()@//%‘ )f/
: véca T
W e pe ;z«fy,,///f/ Jgﬁséwy 7 m””W]
SOuntrt o /4,( S TE T 0 Wee 74”)
Q45 45( ) jvo W /:7&" (fz L,«t@
) Gee ) 4 I )”0/744
di oToes ¢w,@/5 — c:é/ //5&/ /Z‘:é‘iee,;&(
"/0@’2"7/%(:42/ /;,9/7 @?f Z /’/)”’f/’l,?@'
V(X< ‘,./é’e/yvzf'/! R ,,//’4".!/57%/ Ve
i WWe 2 P -y L) jiroa /,,
Yr Ao iR e f?a/fuz T . /%q/ /7 ¢
A4e /'t o yd 7’%/6 C:“v v”*’r‘?ﬂ“ﬂ‘—t‘”ﬁ ‘Z’"fv >/~e a’/g/‘;]
Z’é_ s //ﬁ{_,/;&v / f/(, 17 E e, 6/ sl (7/(2*11

Y. ayﬂ,7 i T WY /éf@} S’,wé/;" Wy 75;,/,(, 72 <
W,
/é{[ r W/b/ wlfu /ng %’6 A, #- /ﬁw ae gy
Q ﬁ‘/‘g i N:;, A by 4 | o palya m%d/(u/j _
a/?é 2.4 JU"/ u/‘/-?vé’ﬂw//f < "/*Ju’wfoz?/ /;,7
tf@ /Z z"hum i £ }Z/Méu"’ o /8 ‘6%;‘7-“5402-' i{% .
J [ Trese  Spfoaro N e et Vers, A/‘
wishony Vo ive Gaioo Ants 5
_ 7?/9// fsz///e“/ v Fa i v fou
? }/7 _(/ 6 i, b. / 7(/ 'k Wl «LA» /;7%57‘ ¢ }L/wﬁb/)
%%8_‘\\ i /) %%H,Mzw";;@/” (/,,./ \)%/ qc eE S
Flese ﬁ‘:“-_-,{/w‘ Me i /zoﬂsl /7 - 7*4‘ V4 ;s’v /a,/fi_ |
Gogirs) e contliors ) il Ko iaven ),

il E i# wn o L > PN I S PR




%}ﬁ Sifvats G//\.J wheve 71e
4 ﬂ‘mw; conl AS arnE T
Jrv o /j e e«//ué Vo AT Fims a5
ﬂq/e’ NV Eén #, e«,éf | 7;, s 7741%3 Zilgy /
bolece 11 i st Fee wdenesr
ol Lo gorte . ay e pes S
v fa’ fc// ' (’//!/@//3’ /u s 4 7= /M/A"”W .S?/"’
onl Dy /Z’dc v~ & Dae S ree s i“‘f @‘/j
an éfv4/u’223 L,.,f/‘*()b( awd 4y q{‘,é}\/; - on/ e %‘;ﬁ;:ﬁf
éfoﬁl C’éydfﬁjz‘* z’f‘/* S ke M%M’m
4 Vﬁ/m;f?%?e (i“z»c/ u’/ﬁ-mw]—eA /ﬁ?}u /
(2// f’vz’ 47“‘,@,, ¢ 5 ¢ F ‘7@&/ Ex e o he
fo @bccfi— tue TPh puley af
SUs e ‘f(-* Ngf« § F= ufs//ct/’z v @Zfﬁcf&ff’“ﬁf‘
N e e AR e dun/ Al‘ie /7?.///;?’ ar & /
Aﬁ? “/):'M_,,-&, / (S § S EE Solbh /jr’u/‘;%“h)
Wy /// he A{y/ {// _A,‘c’i‘i‘féy(// ((/ g ‘Z"Z'(
T 72 E € § Gy v ”va( )%w s {/ €24
GipeA i, W oe et Gumibia g, T
Zﬁ g fézusz/ ‘f"”V/;’W ﬁ”‘"
P Lo thren 3y o /Jnﬁwu ai 4L
[ [t Ly nt o adf # a L0
allbwnd] 1o Ut/ Jcenie /&’5’/ o wo A ~/
// 2., MNew g;/, /’ffg)v/‘, [ s A ,VL/
‘ & an\f/ Proanss o e /% abes, ‘,;‘
¢ Freld 5 & [y(, YRS A — T
.A( T e //,,(_()ﬂf = C‘/x A e (J v-’sz«:;,/ — Ao

S (Al \Fo ). oz
[&"70 Vi A ¢ 1 /( "d(r&//uw?c”*‘ A»«z; o flfl'“”(

joe

Y & .




STANFORD UNIVERSITY

STANFORD, CALIFORNIA 94305
Area Code 415 497-3567

OFFICE OF
TECHNOLOGY LICENSING " December 28, 1976

ENCINA 6-930
TENT BRANCH, 0GC
DHEW

w3
s
P 3

The Honorable Paul N. McCloskey .
205 Cannon House Office Building JAN A 1877
Washington, D.C. 20515

Dear Pete: Sl

I am sorry I missed your recent telephone call. Enclosure (1) is a
second copy of my letter of July 9, which concerned H.R. 12112, the
ERDA ILoan Guarantee Bill. The Bill was eventually defeated 193-192
in the last session. The July 9 letter also included a copy of a
letter sent to the four California congressmen that were on the com-
mittee rev1ev\71ng the Bill. ~

Enclosure (2) is a copy of some very brief testimony given before the
"National Commission on the Protection of Human Subjects in Biomedical
and Behavioral Research" at their December 11 hearings. It capsulizes
another negative factor in enabling use by U.S. industry of the results
of the tremendous amount of basic research funded by various government
agencies. Dr. Betsy Ancker-Johnson of Commerce, Howard Bremer of Wis—
consin, and Norman Latker, HEW Patent Counsel, also gave testimony which
was more detailed and which explains the situation further, at the same
hearings. Dr. Ancker-Johnson's office will have copies of those testi-
monies if you'd like to look into that issue further and possibly be of
assistance.

ERDA patent policy and practice are key areas where the legislature could
be of great help in enabling innovation by U.S. industry of energy tech-
nology. ERDA is following the AEC policy of tightly controlling industry
research and development. This is partially accomplished by maintaining
proprietary rights of companies in a government "idea bank." When ERDA
takes title to an invention, a company does not have justification to
invest its risk capital without a proprietary position. It has been esti-
mated the cost of developing an invention to a product is on the order of
100 times the cost of research which led to the invention. ERDA thus con-
tinues to control further development and must continue to supply govern—
ment funds until risk is gone.: This has another side effect--that of
narrowing participation in ERDA research to the dominant companies in an
industry. A proprietary position is critical to a small company attempting
to compete in an established market.

The title-in—-government philosophy is also sometimes called the "empty
head theory." This theory presumes that an individual (or company) working
under a government contract brings nothing to the table and, because the
government grant or contract pours all knowledge into that "empty head,

the government therefore should own all inventions. By the government
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"owning the inventions," the chance of development of these inventions
is reduced to a very small percentage. In fact, through this philosophy,
the government has accumulated some 28,000 patents, which, detached from
their 1nventors, are largely useless. _

The arguments that you will hear against companies (or universities which
then license to companies) owning title to inventions of their research
results are that: (1) the public pays, the public should benefit, not

one contractor to the exclusion of his competitors; (2) patent rights are

a windfall to a contractor enabling a "monopoly surcharge in the market-
place;" and (3) contractors will take government money anyway, notwith-
standing a title policy. Ralph Nader also has picked up this cry. Unless
one has studied the issue, a first reaction is to agree with this reasoning.
Enclosure (3), a 1974 Washington Post article, quotes letters by Senators
Iong and Hart and Ralph Nader which follow the same theme." Their position
ironically results in the opposite of what they postulate. However, I am
not aware the Anti-Trust Division of Justice or Mr. Nader's staff has pro-
duced even one example of the case where "monopoly profits have been ex-
torted" as a result of a patent from government funded research. It is
certainly possible, however, that companies may indeed make profits from
inventions derived from government sponsored research. Making profits is
entirely consistent with, and indeed a goal of, our nation's economic system.
The other side of the coin is that by preventing profits, you also prevent
utilization (and new jobs, better ability to compete in world trade, etc.)
In the present climate of distrust, unfortunately, it is easier to argue the
negative side than the positive side.

Ironically, foreign industry in many cases makes greater use of U.S. patents
and technical data than U.S. industry. This is largely because of the dif-
ference in the system of incentives between the U.S. and, for particular
example, Japan. (This is covered more in Enclosure 2.) If you investigate,
I think you will find that the sale of NTIS (Commerce's National Technical
Information Service) materials is a multi-million dollar business in Japan.

In short, legislative developments and agency policies have been detrimental
to the innovation by U.S. industry of (agaJ_n ironically) U.S. derived tech-
nology. I would like to recommend opening up a line of commumication with
the Assistant Secretary of Commerce for Science and Technology ' (now Dr.
Betsy Ancker-Johnson). This office has been alert to leglslatlve actlons
and agency pollcles detrmental to innovation.

In particular, a sensible uniform (all agenc1es) government patent policy is
now under consideration. I understand the Subcommittee on Domestic and Inter-
national Scientific Planning and Analysis (Chairman, Ray Thornton) of the
House Committee on.Science and Technology held hearlngs on thls pollcy last
Octaober.

I look forward to the chance to meet you in the future.

Best regaxds,

bcc also to:
3 ‘ Phil Sperber w/Testimony
cc: Dr. Betsy Ancker—Johnson Niels J. Reimers N. ILatker; H. Bremer
NJR:sh . * Manager, Technology Llcens:l_ng

bce: Robert Freelen




