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Volume 5 _ _
CH.R. 12112
. DEVELOPMENT OF SYNTHETIC FUELS
: . Wednesday,. Junel2, 1975

House of Representatives,
Subcommittee on Econcmic Stakilization
of the Committse on Barnking, Currency and Housing,

Washington, D. C.

. The Subcommittee met, pursuant to ndtice,_af " 9:35 o'clock

a.m., in Room 2128, Raybkurn House Office Buildirg, the Honorakle|

Williaﬁ S. Moorhéad fChairman cf the Sﬁbcommittee) presiding.

?resent: Representatives Mcorhead (presiainq);.échulze,
and McKinney. a o

Also'pressnt:-_Representative Rousselot.

' Aléo preseng:'_ike Wakker, Staff Director;)and Larry
Feldman, ﬁinority.Counsel.

Mr., Moorhead;' The Subcommitfee_én Economic Stabilization
of the Houselcdmmiffeé on:Banking,-Currenéf and Houéing will
please éoﬁe to crder.

Today,.hopefﬁlly,lwé conclude éur hearings on synthetic fué]
legislaticn perding before the Congress. The kill, H.R. 12112,
was.referfed on a éequeﬁtial'bgsis to this.Committee, following

report of the legislation by the Committee on Science and

s
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| a representative of the American Council on Education. = The

'approximatély 1300 institutions of higher educaticn, 20 national

and regionél associations, and 80 affiliate institutions and

behalf of the groups I represent reiative to certain provisions

o L A :
proprietary rights @ inventions, patents, and know-how.

RETTR
STATEMEN'i' OF. MR. .H.OWARD- W.. BREMER, _AMERICAN
) COUNCIL ON EDUCATION
‘Mr. Bremer."Mr; Chairman and members of the Subcommittee,

my name is Howard Bremer. I appear before you this morning as

Council was founded in 1918, and is the nation's largest associat

tion of colleges and universities. Its membership includes

organizations concerned with higher_education'in the United

States.

I mlght add that*eﬂ“&ef“tﬁe“ﬁﬁbS&d&axme a&aat&onsmfa the

National Association of College and University Business Officers,
which is a group representing 100 major universities.

I appreciaté_the opportunity to address the Sukcommittee on
of H.R. 12112 having to do with ownership and disposition of

The'conce;ﬁs of_thé'Council.and the.universitiés which it
represéntstzg'in the provisions of Sections 18(r) and 18 (qg) (4).
These prov1510ns present some of the same concerns as did com-
parakle provisions 1ﬁ the Federal Non-Nuclear Energy Research and
Development Act? which-were amply aired in the puklic hearings

held on ﬁovember l9, l975,xwhi¢h are a matter of public record.

Consequéntly, it appears that in having again to consider the
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utilization of such sources, or the more efficient use of krown

387
impact'qf suéh prbvisions in H.R. 12112, we are dealing'ﬁith
pieceméal legislation which is not‘only.burdensomerbﬁt in fact
ineqﬁitéble in.its effect. More importantly, this is thé first
timé\iﬁ ﬂistﬁry that the Govermment seeks to take title to
inventions for_whicﬁ it haé not paid.: t u eyl an

.The_mere presence of Section iS(g)(d) and‘18(r) in the bill
would appeaf.to indicate that the thrust of the previouély giveny

testimony on behalf of the university-communityiand others, aﬁd

 the‘recommendaticn of the Confefence Committee of ERDA on patent

policy was either not considered or was ignored during framing of
the bill; |

| If these two provisions are included to function as safe-
guards,for_the'Governmént in this bill,.théy arg safeguards
which it iS_belie%ed.will tend to discourége father ﬁﬁan‘to
encourage participéfion by thé.private sector in the development
of new or élierpatiﬁe energy sources, and just as importantly,

in the development of the ancillary technology necessary for the

energy sources for the benefit'of'the_public.

Both of tﬁe'sections are kbelieved inequitabkle in terms of

their impact upon'the proprietary rights of others. For example} -

under Section 18{(r), the Government, through ERDA, would take

title to all inventions made where a loan guarantee was in effect

and where no default of payment to the Government under the

guarantee occurred. Thus, in its operation, Secticn 18(r) would
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'to develdp the inventions for the public benefit.

and universities.

a reversal of that situation. Under the guarantee approach,

there has already been an indicated willingness by the privaﬁe

388

appear td éontravene what was understood.to Le the desire of the
Government relétive to iis support of researéh and deva1o§méht~
effortf namely; +0 encourage the expenditure of funds £ex the
private‘sectbr to develop and market inventions initially made
with Covernment funds.

This approach to invention:development has worked admirably
under the patent policies of the Department of Health, Education‘
and Welfare and the National Science Foundation. There, the
universifies with proven technology ﬁransfer cépability have Leen
pérmitfed to retain.title to inventions made with funds from
thesé agencies. Théy have keen furtﬁer permittadrfo'license
such inventions under conditions which wili p:ovide the nedessafy

incentive to the private sector to invest the capital necesgaryfig

'In‘all‘cases, the'public is adequately protected by |
‘ : : orn - o ' L
suitable provisions agd-agreements Lhetween the funding agencies

Under H.R. 12112, we are presented, peéuliarly enough, with

sector to spend its own money on the deveioﬁment of the project.
One can also assume that any coﬁpetent.develéper will'recogﬁize
that such expenditure cquld generate valuzkle prdprietary'iights
in patentakble inﬁentiohs, as well aslin trade secrets and

khow—how.
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Wheré, ihen; is the éontraétor‘s‘incentive to engage in such
a developmeh£ effort, spending his owh.moﬁey, whefher borrowed
or not, if such proprietary rights are to be vésfed in the Gov-
ernment, as they must under Section-lB(f), and whether or not
the borrowér defaults on the loan? That the Governnent will -

ctoc e
waive such rlghtsgéer the{eent@aet is a chancy gamble, at best.
Thls is not a direct funding smtuatlon, where the risk to the
grantee'or.contraétor-is minimum, Here, the contractor is
aséuming a substantial risk to itself, and such acﬁioné shquld
be‘éncduraged'by the Government;

Section lBkr).would'operata ;gg take proprietary rights
from thé conﬁr&ctor on the basis of a éontingency‘which-may nevey
occur; It ié moét likely thatlretention of thiS'éection wquld
disccurage, rathéf than encourage, pérticipation in tﬁe program.

Section 18(g) (4) is 1nequ1tablgx in that it would treat as
prOJect assets in the case of a loan default not only the
backgxound patent rlghts owned by the demonstratlon fac111ty'
contréctor; Eut ény*patents'under'which'théﬁ contractor would
operate t+hat havé been waived under Section 9 of the Féderal
ﬁon—Nuclear Energy Research‘and ﬁevelopment Act.

‘This would iﬁciude'any patéﬁté which might bave Leen pre-
viously waived to_a university or anotﬁer under Section %, and
which have then 5eén iicensed to the'demonstratipn facility
contracﬁor. VUndér such a prevéiling coﬁditicn,'thererwéﬁld.be

great reluctance to license such waived inventions/or any other
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inventions/or know—howjﬁo é demonstration proéram participant
with a loan guarantee, since the proprietary rights té such
invehtions and know-how couid Le lost through the 6peration of
Section 18(g)f4} and.without recourse ox recompehée.
it_is élso_believe highly_doubﬁful that any high-technoioéy
group would knowingiy'subSCribe to.an,arrangemént susceptible
to the Sectioh_la(g)(é) conditions. |
It is respectfﬁlly and strongly urged;-on behalf of the :
American Council on Education, that Sectioné 18(;) and lB{g)(4)
be delefed from H.R., 12112, Thank you,.gentlémen..
| Mi. Moorhead. You mean delete it completely?:
Mr. Bremer, Deleté if;- |
Mr. Mgorhgad. Thank you, sif; ey
' The Subcommittee wouid like to hear now from Mr; Raymoﬁd
Woodrow, Society of University PatenﬁlAdministrators. Mr.

Woodrow?
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_mr. Mortdn. That is right.. That is what I think is
just,
 Mr. McKinney. Becauée theré is the-maﬁter that
the‘Goyerment.does not‘mind operating a redline éperation,
whereas private enterprise would hot 5e able to live up_tot.
the loan, if it is a rédline'enterpriée,'for too long.'.
 ‘M£. B:eme;; Mr. McKinney,.oﬁeléuggesﬁion I might

have for Section 18{g) {4) would be by treating only those
’ : : c“r,.\;z& : : ) RN TR

patents which: are ewed ' by the borrowing contractor, orjwaived -

t , This would be one
p«’"@‘&w — d&.\*ﬂq.m Al .5 65, &g&“_ﬁ:\ﬁ\w\ \S}‘Q&'}s\“{) S e &_&k“"t:\w PRAT GW.L;:WASQ" _
place to1s%afﬁaand_bywé§;Lhana3e@Ggﬂiﬁiﬂg—spesiéiea&%yﬁaﬁd o
SQM&¢K&J@@£R}%1&&1&"Aﬁtﬁwymigﬂgwwg*aﬂ&um& ' t£¢
. { . s . .

thenGgue;ameﬁt~&$suﬁzagiany obligations of thatiborrowmng _
_ sty W a2 N _ | -
contractor to a licensor o™ &”;%&HS%L'@%’5&””$V¢T*&®“¢‘ Qe
4%m*ﬁkx_émﬁwam£%mm§§{ma t;jQCx%g‘ : o '

In those circumstances the licensor is p;otected.amd§4$v
would not lose hisirights and woul&?be guaranteed ' the .

. . o . . 7 : Wk%g{?\g% T h
same return that he was guaranteed by the contzactorkﬁe e

to it specifically as project assets.

aem@%@éé the.project.

. Mr.-ﬁcKinney.: Right. In other ﬁéfds, if someoﬁe'has
licensed a process to Gulf 0il for'liquefaction or_somethiﬁg
éf that spit, somewhere along thé_line, and Gulf hés‘agreedﬂ
to pay theﬁ X number of dollars for the use of this pfocess,
the.Governmenﬁ.Wduld con;iﬁue to pay the same licénse.feelif
they tobk ovér ﬁhe pétent andlthe process. as part'pf the
éollaterai.“ | |

I thank you gentlemen. I think this section needs
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does.nbt paY.if off: you have.got tW0 PQSSibilitieé:  taﬁé'”
the car and pay if off yburself; Oor pony up as they:say, t§
the bank for the upesi.l amount. | | | | |

'And,rthen you have some righté jqu can argue to‘the
property, Ilwould'assume; and against_thé_individual‘that you
COmsigned.for. -But,-once.a guaranteed program_;—_it is not
eﬁen'a.ioah,'which is what béthers mér because,: you ara go;ng

one step even further back so that to say that the Government
has lqtrlnSLC rights afterwards.

Ahd,'I £find, Mr..chéirman, Qieat.problems wiﬁh these
words thét we.throw aroundfall.the time; yéu know;.ﬁhenationai

security or the public protection. What in ng‘S‘name is

the public protéction? That is my pfoblem-

I meap, I could argﬁe that the public'proﬁection is
o . ‘ . :

not good in almost any of them.

Hr. ﬁoorhead;_.we had that experiencewéth'élaésified
material;‘and fhey have uééé_iangdage that.is n6t even as

broad as that.‘ |

Mr. McKiﬁney. The Pénfagon stili has top sec#et.on their
jello recipe probably. o |
Mr.'Bremei. Mr. Chairman; I ‘would 1iké.£d.comment oﬁ this.

I thlnP tha same error was made on thls as was made in draftlng
f'v'\‘.\_r-w,mﬁ £ L lrijr'uc: Gl A NWLUA?“ B u.,\(\t:h Lme..xdu

theiE%&H&%f@ﬁﬁﬁH%&%@ﬂ in that the unlver51ty community was -
4:-61Ltu£*@w,Vuﬂguml‘wx.ebﬁ
not considered at all beeaﬁse " An exclusive royalty-free

license for the use of the patents_commerclally does not mean
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anything to the univéréity community.
It must have the right.to license or sub—licenSe those

‘rights, the proprietary rights)to others.” . Because they'have.'

§ no manufacturing faéility,_they are ndt capable of engaging,

commercially, in the projeét.” And, the language,tésfit is
presented‘here;'e#cludes, litefally,‘the university.comﬁunity
from épnsideration.; - |

| .Mr.'Moorhead. Thaﬁk you, Mr. Bremer,for thét comment.
And,.I.also appreciate jour taking the chancé of feading‘
fhis very complicated languagerénd having it jusﬁ_thréwn
at yqu,‘and then commentiﬂg on.it. ‘fhat ié why I was so
cé;eful not:£0'make_any'suggestion of insi$£ing.£hat the
comﬁeﬁt be madel |
| But, i think “for overall pateht éolic} procedures, vour .:'
comments are.moét welcome; And,_while I-ddubt thét Qe get
into that with this Subcommitfee_during the bé;ance

of the loan guarantee situation, I think it is good to have

these things on the record for the Congress geﬁeraliy..

Mr. McKinnéy. "As & laymén'questionner_and ex—retailér,
do‘the ﬁniﬁersitiés at the présent tiﬁe maké money by licensing
Aut patents énd.ideas?' |
Mr. Bremer.; Yes; very definitely.

Mr. Woodrow. Not a great deél, nost of tﬁem.
Mr. McKinney. Knowing.thg one or two that'kéép.asking for

money, I am sure it is not a great deal.
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Mr. Breﬁer.' It can be very sﬁbstéﬁﬁial‘thdugh, And,.
I thlnk the major beneflt is that the technology is transferred
which does not occur w1th Government patent;xf&%en you have
a portfollo, as thelGovernment does, of some 26 000 patents
with a very, very small pﬁrcenﬁage, in the 2 ox 3 percent
range, that are belng used_ln érccmmerCLal sense, as opposed
to a much better recofd'for the.transfer of.techﬁology from
the univétsity.systémg: I think the_record épéaks for-iﬁsélﬁ.

P L} .

en—thatT :',: SRRSO TR IR T | -7_i-fn¢xh

| Mr; Mckiﬁney.  Thénk you.

ﬁr; Schéllin. ;Mr. Chairmah, i‘ﬁould 1iké to make a
comment én the text of‘the‘material ﬁanded to us. Parﬁ of
thé'maieriél'is.very much akiﬁ to oui perosal ﬂumber'one
in thé statement that you:ﬁévé; Mr..Chaifmanﬂ.some chénges
we would suggeSt;f

Let me quote to you Jjust two sﬁall 1ineé frém fecoﬁméndétion
one: "Furthet;’that qualified_smalllbusinéss be given sﬁeciél,
pfeferenée ﬁhé may or may not be the contractor in acquiring
an exclusivé licenée ﬁhich may‘ﬁe-for a fiéld.of use.br
geographlc for a reasonablé royalty for“a perlod of time less
than the llfe of the patents with a rlght to su

And, then we jump and we say, "unless the cont;actor has
demonstrétea expertise by-possessinQ'background patents and/orréu

véaied trade secrets and the contractor has given evidence

of an intent to commercialize the invention or has in fact
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