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A BILL

To eétaiblish a2 uniform Federal patent policy for small businesses
-and nonprofit contracting with the Government, and for other related
PUTPOSES.
| Be it enacted by the Senate and House 6f Represeﬂtatives of the

- United States of America in Congress assembled, That this Act may be

cited as the "Small Business and Nonprofit Organization Patent Policy
--Act of 1978."

'Sec'tim_l 2. Policf and Objectives. It is the policy and objective
.of the Congress to use the -pétent syStem to promo_te‘ the utiliz.atiqn of
inventions fuade wider Go\renlmeht contrécts with nonprofit organizatioﬁs
- and. small business fixﬁns; to encourage maximum participation of srﬁall

- business firms in the research and 'develcpment efforts of thé Goverrhﬁent;
1o promote cbllaboration between ‘commercia.l coﬁcems and the. nonprofit
“sector; to ensure that inventions made by nonprofit organizations and
small business firms are used in a manner to promote free competition
"fand-enteri)rise.; to promote the conmercializatidn of inventions made in
'thé United States by United States industry and labor; to ensure that

- Government agéncies obtain sufficient righfs in Federally supported
inventions to meet the needs of ‘the Govermment and protect the public
.against. non-use or unreasonable use of imrentions;‘ and to minimize the

~costs of administering policies in this area.
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| Sectlon 3. Definitions. As used in this Act --
(a) The term "Federal agency" means ‘an "executive agency" as deflned
in 5 USC 105 and the military departments_as.deflned by 5 USC 102r
(b) The term "contract" means any contract, grant, or eooperative
' agreement entered into between any Federal agency and any person for the‘
performance of eXperimenfal developmental' or research work funded in
whole or in part by the Federal Govermment. Such term includes.any
a551gnment substitution or parties, or subcontract of any type entered
.‘1nto for the performance of experimental, developmental, or research
work under a contract |
(c) The term ""contractor' means any person (as deflned in section 1
of title 1, United States Code) that is .a party to the contract.
| (@) The term "invention" means any invention or dlscovery and
'1ncludes any art, method, process, machlne manufacture de51gn, or
composition of matter, or any new and useful improvement thereof, or any
variety of plant, which is or may be petenfable'or otherwise protectable
under the laws of the United States. :
(e) The term "'subject inventionﬁ.meansrany invention of theloontractor
' coﬁceived or first actually reduoed to practice iﬁ-the course of.or
- under a contract; | |
.(f) The term "practical application“ means to manufacture in the 
case of a composition or.product; t0 practice in the'caSe.of a process,
or to operate in the case_of a machine or system; end, in each case, under

such conditions as to establish that the invention is being worked,
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and that its benefits are available to thé public¢ either on reasonable .
~terms ox through reasbnable_1icensing.arraﬁgements. |

(g) The terﬁ.”person” means.any iﬁﬂividual, partnership, c0rpdrati0n,
-_éssociation, institution, or other.éntity;‘ |
~(h) The tgrm "méde” when used in relation fo.any invention means
- the conceptlon or first actual reduction to practlce of such invention.

(1) The term "small business Firm" means a small business concern
as defined at section 2 of Public Law 85-536 (15 USC 632) and implementing
~regulations of the Administfator of the Small Busihess-Adminisﬁration.

(i) The term "nonprofit ofganizatiqnﬂ means universities and other
institutions of highér education and organizations of the type described
| in section 501(2) of the Internal Revenue Code (26 ﬁSC 501(a)) as exempt

- from taxation. o | ‘.

Section 4. D15p051t10n of Rights..

(a) Each contract with a nonproflt organlzatlon or small business

firm shall include a prov151on allowing that organlzatlon or flnm,'W1th1n :

-a reasonable time, to elect to retain title to any subject invention;

provided, however,lthat ofhef provisions may be used by the Federal agency

| (i) when the contract is for the operation of a Government-owned research

or pfoduction faciiity; (ii) when the agency deems this necessary because

of the_ciassified nature of the work being performed; or (iii) ih

exceptidnal circumstances wheh it is determined by the agency that this

- - will better promote the policy and objectiﬁes of this Act. The rights

- of the ngn@rofit organization or small business‘firm shall be subjeét |
to the provisions of paragraph (b) of this section and the other

provisions of this Act,
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H(b)” EBach contract with a small bosinéss.firm or oonprofit orgoni—
~.zation shall contain aporopfiate'provisioos to effectuate the following:
m The rlght of the Federal Government upon request, to
receive tltle to any invention not reported to . the Federal agency
_~W1th1n such timec as are prescribed in the contract provision.
| (2) The right of the Federal Government; upon request, to.
réceiveotitle to any'ihventions in the United States or other oountriés
' iﬁ which the contractor has not.filed patent applications on a subject
invention within such times as are prescribed in the contract provision.
(3) The right of the Federal Government upon request, to
receive title to any invention in which the contractor does not elect
to retain rights or fails to elect rights w1th1n such times as are
prescribed in the contract provision. -
(4) With respect to any invention in which the contractor
- elects rights, the Federal agency shall have a nooexclusive, nOnfransferable,
irrevocable, oaid—up license fo practice or have practicedufor the
- Federal agency any Subject invention throughout the world by or on
~behalf of thé Fedefal Government (inoluding any Federal agencyj,.and may,
- if provided ih.the contract, have additional rights to subliceﬁse any
foreign.government pursuont to foreign policy considerations or any
existing or future treaty of agreement.
(5) The right of the Federal agency to.require periodic
reporting on the utilization or éfforts at obtaining utilization that are

being made by the contractor or his licensees or assignees; provided that
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':any such 1nformat10n_may be treated by the Federal auency as commerc1a1
-and financial information obtained from a person as pr1v11egcd or
flconfldential |
-{6) An obligation on the part of the contractor in the event
’_—a United States patent application is filed by or on 1ts behalf or by
-any assignee of the contractor, to 1nc1ude w1th1n the spec1f1cat10n of
such appllcatlon and any patent 1ssu1ng thereon, a statement spec1fy1ng
that the invention was made with Government support, and that the
Government has certain rights in the 1nvent10n

(7) In the case of a nonproflt organlzatlon, a prohibitlon :'
. upon the assigmment of rights to the invention in the United States
without the approval of the Federal agenoy,_except where such assignment
is made to an organization which has as one of its. primary funotions the
management oi inventibns and which is not, itself, engaged in the
‘manufacture or sale of products or processes'that.might utilize the
-invention.or be in competition.with embodiments of the invention,
" and provided'that'such assignment is- made subject to the terms of the
contract provision governing rights in inventions.

-(8) In the case of a nonprofit organization; a prohibition
against the granting of exclusive licenses to United States rights in
an invention for a period in excess of the earlier of five years from
first commercial sale or use of the invention, or eight years from the
date of the exclusive license, excepting that time before regulatory

agencies necessary to obtain premarket clearance unless, on a




case-by—case-basis, the Federal égency approves é'longer'exclusivé
‘license. .Commérciél sale or use in one.fiéld of use shall not be
deemed to end the exciusive period és téAother fields of use.
| (9) In the case of a nonprofit'organizétion, a requireménx.

that the balance of any royalties or income earned by fhe contractor
' with respect to subject inﬁentions,'after payﬁent.of expenses {including’
'-any payments to inventors) incidental fo‘the administration of subject
inventions, be utilized for the support of education or scientific research.

(c)  If.a contractor or subcontréctor'doés not elect fo rétain
title to a subject invention in.cases subject to this Act, Federal
~agencies may consider and grant requests for retention of righﬁs by any
_inventor in accordance with the terms of the contract or agency regulations.
(d) In any case ﬁhen'a Federal employee is a co-inveﬁtor of any
--subject invention undér this Act, the Federal agency employing such
co-inventor is authorized to{transfer.or assign whatever rights it may
acquire in the invention from its employee to the contractor'subject to
the same conditions as set forth in this Act.

Section 5. Subcontract Provisions.

Each contract.With a small business firm or noﬁprofit organization
shall also provide that whenever the contractor éubcontracts for
:experimeﬁtal; devélopmental, or research work, é provision shall be
included in the subcontract and any such lower tier subcontracts which -

will prevent the vesting of title to subcontractor subject inventions in
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E parties other than the Federal Govermment, the'non?rofit ofganizationw.?
ﬂ_or;Smali'business firm contractor, or a subcontractor that is a o

. nonprofit organization or small_business firm, except wheﬁ specifically

approved by fhe Federal agency_after a subcontractor subject invention

is identifiea. Federal agenéies'may, howevgr; approve the use of

- different subcontract provisions on a case-by-case basis.

Section-6. March-in Rights.

| :With respeét to any subject invention in which a small business
firm or nonprofit orgahization'has acqﬁired title under thiq Act, the

Federal agency undef'whose contract the iﬁvention was made shall have

~ the right, in accordance with such procedures as aré provided iﬁ the

- applicable céntract provisions or agency'fegulations, to require the

_ contfactbr or an aséignee of a subject inyention.tb grant a nonexclusive;
 partia11y-exc1usiVe, or exclusive license in any field of use to a
Tesponsible applicanﬁ or applicants, upon terms that are reasdnable'under
- the circumstances or, if the contractor or assignee refuses, to grant

such a license itself if the agency determines either -

;(1) that such action is necessary because the contractdr or
assignee has not taken, or is not expected to take within a reésonable
'time, effective steps to achieve practical application of the subject
invention in such field of use; or. | | '

‘(2)_ that such action is necessary to alleviate health or
safety needs which are not reasonably satisfied by the contractor,

assignee, or their licensees; or
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.(3) that such action is pecessary to meet'requirements for
public use specified by Federal regulation which are not reasonably
satisfied by the contractor, assignee, or their licensees.

‘Section 7. Return of Govermment Investment.

(a) If a nohprofit organization or small'business firm receives
$250,000 in net income from the licensing of any Subject‘invention, the
Government_shall be entitled to a share, to be negotiated, of up to
.50 percent of all net.income from licensing feéeived by the contractof
-above $250,000'provided, however, that in no event shall the Government
" be entitled to an amount greater than that porfion of the Govermment
- funding under the contract under which the subJect invention was made
~ which was expended on act1v1t1es related to the making of the 1nvent10n

*(b) In addltlon, 1f a nonprofit organlzatlon or - small bu51ness
"firm receives net income 1n excess of. $2 OOO OOO on sales of products
~embodying a subJect invention, the Government §ha11 be entltled to a
fshare; to be ﬁegotiated; of all additional income accruing from such
.sales up to the amount of the portibn of the Govermment funding under
‘the contract under which the invenfion was made_which was expended on
~activities related to the making of the invention, less ahy'amounts
received by the Government in accordance with paragraph'(aj of this
Section 7. _ |

(¢} The Director of the Office Of Federal Procurement Policy is

‘authorized and directed to revise the figures of $250,000 and $2?000,000




-in paragraphs (a) and (b) of fhiS*section at least every three years
- in light of changes to the consumer price index or other indices which
he considers reasonable to use.

‘Section 8. Preference for United States Industry.

(é) Notwithstanding any other provision of this Act, no small

-~ business firm or nonprofit orgénization which receiﬁes'title to any
-sﬁbject'invention, and 1o person who receives an assigmment of the
subject invention, shall assign the right to practice such invention in
'_the United States or grant an exclusive liéense'to praétice the invention
in the Unlted States to any forelgn corporatlon or any other organlzatlon
~substantially owned or controlled by fbrelgn 1nterests However, in
individual cases this restriction may be walved by the Federal agency
-:under whose contract the invention was made.

| (b) Notwithstanding any other prpv151on of this Act, no small

--business firm or nonprofit organization which receives title to a

“7usubject 1nvent10n. and no person who recelves.an a551gnment of the

subject 1nvent10n from them, shall 3551gn thB rlght to practice the

- invention outside the United States or grant an exc1u51ve 11cense to
practice the invention outside the United States to any foreign corporation
oY any other organization substantially owned or controlled by foreign
interests, unless it shall have first undertaken réasohable efforts to
interest.domestic,_United States organizations or'corporations in |

such foreign rights.




Section 9. Confidentiality. Any’report of 'a subject invention under

'this Act may be treated by the Federal agency as a record exeﬁpt'from
- disclosure pursuant te 5 USC 552(b) (4) unless (i) a Unite& States
'. patent applications describing the invention has beén filed (brovided
that copies of the actual patent application may be treated by the
- Federal agency as recofds‘exempt from disclosure pursuant to
5 USC 552(h) (4)); (ii) a'descriptiohlof the invention has.been publishe&
elsewhere by the inventor; (iii) the'contfactor or a subcontractor
has not eleéted.to retain title, and/or a contractor, subcontractor,
' o:'inventor has not requestedlthé retention of title or other commercial
righté; or (iv) the contractor or subcontractor has not elected to
- retain title, and/or,thetFedefal agency has denied the request_bf the
contractor, a subcontfactor,'or an.iﬁvehtor fo‘retain'title or other
coﬁmercial righté.

Section 10. Background Rights.

Nothing in this Act shall be deeme& to preciude a Federal.agency

from obtaining rights in any background invention of a contractor.

Section 11. Relationship to Anti-trust Laws;

Nothing in this Act shall be deemed to convey to any‘person.immunity
from qivil or criminal 1iability, or to create any defenses to actions,
‘under any antitrust law, | S |

Section 12. Uniform Clauses. The Office of Federal Procurement Policy

is authorized to issue regulations which may be applicable to all
Federal agencies establiéhing standard contract provisions requiréd under

this Act.
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'erection 13." Precedence of Act.

-This Act shall take precedence over ‘any ether act which would :
”Tredﬁire a disposition of rights in suﬁject'inventiohs in a manner that
is inconsisteni with this Act, inciuding but not necessarily lﬁnited
“to the follow1ng | ‘

(1) Section 10(a) of the Act of June 29 1935 as added by
' Title 1 of the Act of August 14; 1946 (7 USC 427i(a); 60 Stat. 1085);
(2) . Section 205(a) of the A@t ef‘August 14, 1946
_ (7 UsC 1624(3) 60 Stat. 1090), | |
| (3) Section 501(c) of the Federal Coal Mine Health and

Safety Act of 1969 (30 USC 951(c); 83 Stat. 742);

(4) Sectlon 106(c) of the National Traffic and Motor Vehlcle .

Safety Act of 1966 (15 USC 1395(c) 80 Stat 721) ;-

(5) Sectlon 12 of the Nat10na1 Science Foundatlon Act of

N o 1950 (42 Usc 1871(&) 82 Stat. 360);

(6) Section 152 of the Atomlc Energy Act of 1954 (42 USC
B 2182 68 Stat. 943); | |
(7) Section 305 of the National Aeronautics and Space Act of
f'1958 (42 USC 2457); |
(8) Section 6 of the Coal Research Development Act of 1960
(30 USC 666; 74 Stat 337),. '
) Sectlon 4 of the Helium Act Amendments of 1960 (50 UsC
" 167b; 74 Stat. 920);
| 10) Section 32 of the Arms Control and Dlsarmament Act of

1661 (22 USC 2572; 75 Stat. 634);
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(11) Subsectlon (e) of section- 302 of the Appalachlan
B Reglonal Development Act of 1965 (40 UsC App 302(e); 79 Stat. 5);
- (12) Subsection (a)(Z} of section 216 of title 38, Unlted
'lStates Code; | |
(13) Section 9 of the Féderal Nonnuélear Energy Research
' and Development Act of 1974 (42 USC 5001; 88 Stat. 1878);
- (14) Section 3 of the Act of June 22, 1976 (42 usc 1959d
.note, 90 Stat. 694);
(15) Subsectlon (d) of section 6 of The Saline Water Conversion
_-Act of 1971 (42 USC 1959(d) 85 Stat. 161); .
| (16} Section 303 of the Water Resources Research Act of 1964
(42 USC 1961c-3; 78 Stat. 332);
| - (17) Section 5(d) .of the Consumer Product Safety Act (15 UsC
2054(d); 88 Stat. 1211), |
(18) Section 3 of the Act of Aprll 5, 1944 (30 Uusc 323
58 Stat 191), and _
(19) Section 8001 of the Solid Waste Dlsposal Act (42 Usc
-6981; 90 Stat. 2829). |
(b)) . This Act shall also be construed to take precedence o?er any
fu;uré Act, unless that Act specifically_cites this Act and provides
that it shall take precedence over this Act. |

- Section 14. Effective Date.

This Act shall take effect 180 days after the date of enactment
of this Act, except that the regulations referred to in section 12, or

other implementing regulations, may be issued prior to that time.




