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LNH’ED STATES DEPAHTMENT OF CUMMERCE
The Under Secretary fur Technulugy LRl
WBSIIIHHD]D.ME . e

fChmrwamm. Subconmuttm on Technology / J
{ ﬂ F-'*"ﬁ
i :Wash%gg%ton, D.C. 20515-6301

- .Ccmmttee on Science -
.Dear Maﬁam Chmrwoman | = @‘?’E = 4 ?CP _,J’

Honomble Constance A. Morella . éQA :FZD
U13.S. House of Representatives } 5
.s@,

5 "-In response to the request of the Subcommittee sraff we have prepared cominents on H.R. "
2544 These were developed by the Interagency Working Group on Federal Techinology
@‘mnsfer which includes the Departments of Agriculture, Commerce, Defense, Evergy,
“Health and Human Services, Tnterior and Transportanan as well as thc Nanonal Aeronauucs
3and Space Adnumstrati.on. ' ] .

o -We fully support the goal of . R 254-4 {0 sunphfy the reqmrements mposed on
 Governmeat-owned and operated federal laboratories in the licensing of their inventions. An
«  additional important goal i eisuring federal agencies maintain the ablhty to exarcise proper
e stewardshlp over the commercialization of government technologies.. Each federal agency
~ has a mission which ultimately provides benefit to the public. To achieve that mission, each .
~~ - agency must be able to exercise its stewardship resmns:.bmues and ensure that
commerc:la.hzation is achieved in an appropnatc and timely manner. .

"However, we believe several provisions of the bill should te revised §. order to bettcr
o - achieve these goals. A few technical changes {o related statutes are recommended to
88 fagilitate the transfer of federal ﬁeﬂhnologxes They are included, pcr the mquest of
T f,Suboommi‘ftce staff . D T

_ ' "The- Ofﬁcc of Managemem and Budger advises that there is no Ob]a':tlon to the t:ansmzsston '
' ,--of 11115 report ﬁ'om the standpoint of the Administration’s program. -

' We look forward ';E"":".wurking with you and your staff on this irnpor;am b111

: Bachula _ ,
Acting Under Secretm'y
for- Te::hnology
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. Enclosure: Consensus Comnments
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Date: __ October 29, 1997 o
" To; ' Norm Latker
Qrganization: __Browdy and Neimark
Telephone number: 202-628-5197
Fax number: 202-737-3528
Total number of pages: 7 {including this cover sheet)
Drigina.i mai'led? ' Yes X No
From: - Jog Allen

Please call immediately if the telecopy you received
Telephone number: 304/243-2130

Thank you.

is incomplete orillegible.

Fax number: 304/243-4389

001

NATIONAL TECHNOLOGY TRANSFER CENTER
MARKET AND TECHNOLOGY ASSESSMENT
Wheeling Jesult University/ 316 Washington Ave./ Wheeling, WV 26003
Phone: (304) 243-2130 Fax: (304) 243-4388
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Oct 28, 1997

TO, NORMAN LATKER
FROM: . JOEAILIEN

SUBIECT:  WRITTEN COMMENTS ON MORELLA BILL

Thanks (as always) for your help! Enclosed is a copy of my draft letter, Jf you see
anything missing or lefi out {or wrong) please let me kaow.

P've also attachad a copy of the bill as introduced, Note that they changed our suggested
notification procedure in Sec. 3(e). Let me know if this is a problem.
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: OCtobr;-';r 28, 1997

' l-lonomble Conslance A. Morella

" Chair
Houge Subcommiitiee on Technology
2319 Rayburn House Office Building
Washington, D.C. 20515-6307

~ Dear Reprasentative Morella:

During my recent testimony before your Subcommittee on your “Technology Transfer
-Commercialization Act 0f 1997, T was asked to cornment in writing on the proposed
amendments to the bill contained in the testimony of Federal Laboratory Consortivm
Chairman Dan Brand. Ihave 11<;'rec1 helow the FLC suggestions and my comments on
them.

1. Provide notice of invention availability and intent to license.

H.R. 2544 has already adoptcd this suggestion in Section 3 (&) which reqmreq agencies 1o

provide public notice that inventions are - available for 11cen~1ng for at least 30 dﬂy‘: before
the license is grantad.

2. A'related issue has to do with the information that must be included in the notice of
IH.IE]’H

I—I R. 2544 simply states that a notice must be given and does not list what information
must go into the notice. I recornmended in my testimony that agencies be encouraged to
pruwde notices electronically as the most efficient method of alerting as many Potentldl
licensees as possible that a license is available, The current reerulauOns calling for another
round of notifications when someone has sought an exclusive hcensa would be negated by
the cuerent bill. This is a significant step forward toward the goal of efficiently
commercializing Government-owned inventions. I believe that the cutrent bill language is
appropriatc as currently drafied.

3. Potential licensees should be required to submit a commercml development plan prior to
the granting of an exclusive license.

—— BRo54has-adopted thisprovistorrin Sectign 3 (4)(2), 7 b Wyenees
] ‘ = : - fo gegt . anC Jwelh @ /crz/f//_
L 4. Language should be restored to 15 USC 3710c(1}AX1) to read, “The head of the

Agency or laboratory, or such individual's designee shall pay each year the first $2,000, 72\/, ~
and thereafter at least 15 percenr, of the rayalties or other payments to the invenior or vy
coinventors whose rights in the invenlion have been assigned fo the United 7/ A lépﬂ

States 4 s %
I agree with this recommendation. ' -
Cowtsidpn

& ff cﬂfr\,ff\




10,2697 09:16 T304 243 2463 NTTC . : o Bood

- Ed

.

5. Provide that the Government can license as well as assign its rights 10 an invention lo
the co-inventing party and 1hat a co-tnvenror may voluntarily assign its vights to the
Crovernment for licensing. S _

T am not awate that this has been a serious problem. I am concerned, however, that while
the intent is ¢lear that a co-inventing party should make such an assignment “voluntarly,”
such a provision raises the possibility that catities receiving sizable Government grants or
contracts ight feel coerced to make such assignments rather than upset their funding
source. I suggest that this provision receive careful study and that it shonld probably not
be placed in the eurrent legislation until the university and small business comnmunity have -
an oppuriunity to comment and testify on its implications. '

6. Just what constitules cur invention is not always consistent in the statutes-regulations
covering government funded inventions (Bayh-Dole), Government-owned inventions,
patent statures, Federal Technology Transfer Acts, CRADAS, etc. . :

This suggestion is true, bul raises several very controversial issues that far exceed the
scope of the current bill. Legislation has already been introduced in previous Congress’ by
Rep. Morella attempting to allow Government-owned and Operated laboratories to
copyright software under CRADA’s. This is indeed a serious legal deficiency, but its
inclusion would substantially cloud the current bill's chances of passags.

Similarly, many procurement agencies would probably have serious concerns with
restricting their rights to inventions “conceived” under federal support and not also P
including “or first aclually reduced to practice.” Again this is a legitimale issue, but would 5
raise possible formidable opposition to epactrment. ;

I recommend that both issues be delayed for separate legislation and hearings since they are .
not directly related to the scope of the current bill and the important issues it dready P
addrasses.

7. It is recommended thal the proposed language he modified to state thar authority is
limited lo the licensing of federal techneologies directly related to the scope of work under
the CRADA and such licenses are subject fo the requirements of Section 209 of the Bayh-
Dole Act.

I have no problem with this recommendation.

8. The legislation should be amended to continue Lo state that it is preferable to have non-
exclusive licenses but permit the use of exclusive licensing as deemed appropriate hy the
federal agency.

I do not agree with this comment. The current bill in no way restricts an agencies’ ability to

license non-exclusively if that is the most appropriate means of insuring prompt |
conunercinlization and protecting the rights of the American public. The commnents rnplies g5
that non-exclusive licensing is somehow moratly superior and intrinsically in the public -
interest more than exclusive licensing. This is not justified. Licensing is difficult enough

without Government artificially imposing these kinds of artificial barriers to

commercialization. The Janguage in the Morella bill should be retained.
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9. The proposed amendment removes current subparagraph 209(c)(1)(D); requiring that
the terms and scope of an exclusive license not be greater than reasonably necessary 1o
provide rhe applicant with incentives to develop the mventwn_

This provision seems redundant since Section 3(d) TERMS AND CONDITIONS, states
that “Licenses granted under this section shall contain such terms and conditions ag the
granting agency consicers appropriate.” Section 3(d)(2) further allows agencies to require
that prospective licensees supply them with a *plan for development or nmrkenncr the

~invention.” It would seem that these provisions would provide adequate authorities for

s

agencies to conclude that the terms of the license should be tailored to these requirements.

There is no implication in the Morella bill that agencics arc required to provide exclusivity
to fields of use cutside the magketing plan or to all applications of the invention. Agencies
should not need legislation in order to exercise good judgment. I recommend keeping the
Lill language as prescntly constituted.

10. The proposed amendment retains language aimed at antitrust considerazions, but
revises it to delete consideration of “undue concentration in any section of the country in
any ling of conmerce to which the technology to be licensed relareg, currently contained in

209(c)(2)(d).

T am not sure what this change actually does to improve the language in Section 3(2)(4) or
how usefu] it is in real life.

11. Changes in the termination language (d)(1)BKI) which deletes the demonstration 1o the
satisfaction of the government that the livensee has taken or is Likely to take steps 1o achicve
practical utihization of the invention.

I do not see specifically what lerms are missing from the Morella bill that is being songht.
Section 3(d)(1) requires periodic reporting from the licensee on their utilization of the
invention and allows the agency to terminate it if the lcensee is not achieving practical
utilization within a reasonable time, is not manufacmiring the product substantially within
the 11.5., or hecause termination is necessary to meet requirements for public use as
specified by Federal regulations issued after the date of the license, and such requirerneants
are not reasonably satisfied hy the licensee. This seems 1o exactly parﬂ‘lol [he current
termination requiréments in Scctmn 209 of Rayh-Dole. '

1 hope that this has heen helpful. | fI can provide avy additional information to you or other
members of the Subcommittee, please let me know. _

Sincerely,

Joseph.P. Allen
President, National Technology Tr 'msfm Center
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FILE h2544.in
HR 2544 TH
105th CONGRESS
1st Session
"To improve the ability of Pederal agencles to license fedﬁrally
owned inventions.
oo T IN T:iE HOUSE OF REPRESENTA"‘IVES
Septenber 25, 1987
Mrs, MORELLA introduged the follow1ng Lill; which was referred to
" the Committes on Science, and in addition to the Committee on
the Judieiary, for a peried to he subsequently determined by

as fall within the jurlsdlctﬂon of the committes congerned
: _ A BILL

: . To smprove the ability of Federal agenca.ee to license fedsrally
P - owned inventions.

[Zealie-»] Be i1t enacted by the qEnate and House of
Representativos of the United States of Amewxica in Congress
assembled, [<-Italic] :

. 8BECTION 1. BHORT TITLE.

This aAct mé&y be c¢ilted as the "Technology Transfer
Commercialization Act of 1897 .

SEQ. 2. COOPERATIVE RESEARCH AND DEVALOPMENT AGHE‘E‘M'F‘NTﬁ.

facrion 12(b){1) of the Stevenson-wydler rechrnology Innevation
actc of 1980 (15 ©¥.S.¢. 37l0a(b) (1)) is amended by inserting ‘oz,
subject to section 209 of title 35, United states Code, in a
fedarally owned invention directly related to the scope of the work
under the agreement, ' after "under the agreement,’

BEC, 3. LICENSING FEDERARLLY OWNED INVENTIONS,

(&) DMENDMENT- Sectien 209 of title 35, United States Cods, iz
amended to read &3 follows;

‘See. 209. Licensing federally owned inventions

‘{a) AUTHORITY- A Federal agency may dgrant an exclusive or
partially ex¢lusive license on a fedsrally owvnad invention if--

(1) granting the licemsce is a reasonzble and necessary
1ncant1ve co-—

*{a) call forth the investment capital and expenditures
needed to bring the invention to practical apgplication: or
* (B} otherwise promote the invention’'s utilization by the
public;

*{2) the Federal agency finds that the public will be served
by the granting of the license, #s indicated by the applicant's
intenticong, plans, and ability to bring the iavention to
practical application or otherwise promote the invention's.
-utlllzat1mn by the publig;

*(3) the soplicant makes a commitment to achisve PIaLthd1
utilization ¢f the invention within & reasonable time:

“{4) granting the licenge will not substantially lessen
competition or create or maintain & violation of the antitirust

Claws; and : _

“{5) in the c¢azge of an invention coverdd by a foreigm patent
“application or patent, the interests of United States 1ndLstry
in foreign commerce will he enhanced.

(b} MANUFACTURE IN UNITED STATES- Licenses shall normally be
granted under this section only to a licensee who agrees that any
products cmbodying the invention or produced thyrough the use of the
invention will be wamufactured substantially in the United States.

" {c) SMALL BUSINESS- Flrst preference for the granting of
licenses under this section shall be given to small business firms
having equal or greater likelihood as other applicants teo bring the
invention to practical amplicabion within s reasonable time.

{d) TERMS AND QONDITIONS- Licenses granted under this section
thall contain sueh ferms and conditions as the urantlng agency
considers appronrlate Such terms and conditions-—

Paga: 1

the dpsaker, in each cass for consideration of such proavisions

@one

Tuesday, Oclgber 28, 1987
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(1) shall 1nclude provisiong--
" (A) requiring periodi¢ reporting on utlllzation of the
invention, and utilization 2fforts, by the licenses; and
Y (B) empowering the Federal agency to terminake the
ligense in whole or in part if the agency determines that--
" - {1} the licenses is not adecuately exccuting it
conmitment to achieve practical urilization of the
" invenlion withip a reasonable time;
*{ii) the liceneee is in breach of an agreemsnt
decoribed in subsection (b); or _
*{iii} termination is necesgary Lo meet regquirements
for public use specified by rFederal regulations igsued
after the date of the license, and such requirements
-~ are not reasonably satisfied by the ligensee; and
(2) may include a reguirement that the licensees provide the
agency with a plan for development or marketing the invention.
Inférmation obtaiped pursuant to paragraph (1) (A} shall be treated
by the Federal agengy as commerdial and financial infozrmation
obtained from a person and privileged and confidential and rmot
subject to disclosure under section 552 of title 5§, United sStates
Code
e PUBLIC NOTICE- No -license may be granted under this -section
unless puwblic notice of the aveilability of a federally owned
inventien for licensing in an epbropriate manner has been provided
at least 30 days bglore Lhg Jicense is granted, This zubsestion
shall not apply to the liccnsing of inventicns madae under a _
coaperative research and develcopment agreement entered inte under P
section 12 of the Stevenbon—Wyaler Technoleogy InnuvaLﬂcn Act of ‘ s
1980 (15 U.s.C. 3710a).

() COWNFOFRMING AMENDMENT~ The item relating to section 209 in the
table of pewtions for chapter 18 of tirle 35, United States Code,
is amended ko read as follows:

*209, Licensing federally owned inventicns,'

Pagat 2






