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IN THE SENATE OF' THEiUNITED STATES

Dole, for himself and Mr. BayhMr. , ~ _

--------------------"-------- ._----------------

introduced the following bill; which was read twice lind referred to the Committee on _

-------------

A BILL
To amend Title 35 of the United StateS Code; io establish a unifonn

Federal patent procedure for small businesses and nonprofit organizations;

to create a consistent policy and procedure concerning patentability of
(lneirt tJUe of bDi here)

inventions made with federal assistance; and for other related purposes.

Be it etUlCted by theSe1ULte ana HmJ.8e of Representatives of the United States of

America in Congress assembled, That this Act may be cited as the "Small Business

Nonprofit Organization Patent Procedures Act."

Sec. 2 Amendment of Title 35,. United States Code, Patents. Title

35 of the United States Code is amended by adding after Chapter 17, a new

chapter as follows:

CHAPTER 18 - PATENTABILITY OF INVENTIONS MADE WIlli FEDERAL ASSISTANCE

i

Sec.
200.
20l.
202.
203.
204.
205.
206.
207.
208.
209.
210.
211.
212.
213.

214.
215.

Policy and Objective
Definitions. 
Disposition of Rights.
March-in Rights.
Return of Goverrunent Investment.
Preference for United States Industry.
Confidentiality.
Background Rights.
Relationship to Anti-trust Laws.
Unifonn Clauses.
Foreign Patent Protection and Federally Owned Patents.
Regulations Governing Federal Licensing and Small Business Preference.
Coordination of Federal Licensing Practices.
Restrictions on Exclusive and !Partially Exclusive Licenses of Federally

Owned Patents.
Precedence of Chapter.
Effective Date.

~, .....-- <-=~~-----"-'~ ~~~.'_L~__



':I;

Section 200. Policy ancI'Ql:>je6five. It is the policy and objective of

zations and small business firms; to encouragernaxiDU.llll participation of small

business firms in Federally-supported research and development efforts; to

promote collaboration between commercial concerns and nonprofit organizations,

including unitersities; to ensure that inventions made by nonprofit organizations

and small business firms are used in a manner to promote free competition

and enterprise; to promote the commercialization and public availability of

inventions made iIi the United States by United States iIidustry and labor; to

ensure that the Government obtains sufficient rights in Federally-supported

inventions to meet the needs of the Government and protect the public against.

nonuse or unreasonable use of inventions; and to minimize the costs of

administering policies in this area.

Section 201. Definitions. As used in this Ch<i.pt~r--

(a) The term "Federal agency" means any "executive agency".

as defined in 5 USC 105, and the military department, as defined by

5 USC 102,

(b) The term "funding agreement" means any contract, grant. or

cooperative agreement entered iIito between any Federal agency and any

person for the performance of experimental. developmental. or research

work funded in whole or in part by the Federal Government. such term

includes any assignment, substitution of parties. or subcontract of

any type entered into for the performance of experimental. developmental •.

or research work under a funding agreement as herein defiIied.

(c) The term "subject inventor" means any person that is a

party to funding agreement.

(d) The term "subject invention" means any invention of the

subject iIiventor conc;eived or first actually reduced to practice in the

performance of work under a contract.
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(e) The tennllpr;;gf12£i'k]JPi±2atidl1n·means to manufacture in

the case of a composition or-produCt i to practice in the case of a·

process or method, or to operate in the case of a machine or system;

and, in each case, under stich cond.itiohs as to establish that the

invention is being utilized and that its benefits are to the extent

permitted by law or government n~gulations available to the public on

reasonable terms from the subject inventor or licensee or assignee of

the subject inventor.

(f) The tenn "made" when used in relation to any invention means

the conception or first actual reduction to practice of such invention.

(g) The tenn "small business finn" means a small business concern

as defined at section 2 of Public Law 85-536 (15 USC 632) and imple-

menting regulations of the Administrator of the Small Business Adminis-

tration.

(h) The tenn "nonprofit organization" means 'universities and

other institutions of higher education and organizations of the type

described in section 501 (c) (3) of the Intefnal Revenue Code of 1954

(26 U.S.C. 501 (c)) and exempt from taxation under section 501 (a) of

the Intefnal Revenue Code (26 USC 501(a)).

Section 202. Disposition of Rights.

(a) Each nonprofit organi2:ation or small business finn may,

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

provided, however, that each Federal agency may promulgate regulations

otherwise (i) when the subj ect invention is made under a contract for

the operation of a Government-owned research or pro.duction facility,

(ii) when such election to retain title might cause disclosure of

classified infonnation or otherwise impair national security; or (iii)

in exceptional circumstances when it is determined by the agency that

restriction or elimination of the right to retain title will better

promote the policy and objective of this Chapter. The rights of the

.nonprofit organization or small business finn shall be subject to the

provisions of paragraph (b) of this section and the other provisions of

this Chapter.
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(b) The subject'iri;tgHidii ~ha'11;ai~2lo.se to each Federal agency

which is a party to a flllldingagreement llllder which the subject invention

was made within a reasonable time after the making of a subject invention,

and in any event at least 611xJilths bef()re public disclosure thereof,

the subject matter of the subject invention and whether the subject

inventor intends to retain title to the subject invention or to re

linquish title to the Government. "fhe subject inventor shall file

United States patent applications where appropriate within a reasonable

time from making such disclosure and not later than six months after

filing such United States applications shall inform the Federal agency

as to the foreign countries in which the subject inventor intends to

file patent applications.

(c) Each funding agreement with a small business firm or non

profit organization shall contain appropriate provisions to effectuate

the following:

(1) The right of the Federal Government, upon request, to

receive title to any subject invention not reported to the

Federal agency within such tillies as are prescribed in Section 4(b)

hereof and in the regulations promulgated hereunder.

(2) The right of the Federal Government, upon request, to

receive title to any subject inventions in the United States or

other countries in which the subject inventor has not filed

patent applications on a subject invention within such times as

are prescribed in Section 4 (b) and in the regulations promulgated

hereunder.

(3) The right of the Federal Government, upon request, to

receive title to any subject invention in which the subject

inventor does not elect to retain rights or fails to elect rights

within such times as are prescribed in Section 4 (b) and in the

regulations promulgated hereunder.

(4) With respect to any invention in which the subject inventor

elects rights, the Federal agency shall have a nonexclusive, non

transferable, irrevocable, paid-up license to practice or have
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practiced for or on behalf ,of the United 'States any subject invention

throughout the world, and may'if pro'videdin the funding agreement,
'....: .'.' - . ,.: .~: ,':C:' .. _

have additional righ~t~ sublicense any 'foreign goverrnnent pursuant to

foreign policy considerations or any existing or future treaty or agree-

ment.

(5) The right of the Federal agency to require periodic reporting

on the utilization or efforts at obtaining utilization that are being

made by the subj ect inventor or his licensees or assignees; provided that

any such information may be treated by the Federal agency as conmercial

and financial information obtained. from a person and privileged and

confidential and not subject to disclosure under the Freedom of Information

Act.

(6) An Obligation on the part of the subject inventor, in the

event a United States patent application is filed by or on its behalf

or by any assignee of the subject inventor, to inciude within the

specification of such application and any patent issuing thereon, a

statement specifying that the invention was made with Goverrnnent support

and that the Government has certain rights in the invention.

(7) In the case of a nonprofit organization, (a) a prohibition

upon the assignment of rights to a subject invention in the United States

without the approval of the Federal agency, except where such assignment

is made to an organization having prior approval of the Federal agency

which has as one of its primary functions the management of inventions

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

anbodiments of the invention and provided that such assignment is made

subject to regulations promulgated hereunder governing rights in inventions

and assignments of subject inventions; (b) a prohibition against the

granting of exclusive licenses under United States Letters Patent. in a

subject invention by the Contractor or by a person deriving rights directly

or indirectly from the Contractor for a period in excess of the earlier
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of five years fr6J;{flt'st'2()IJDntlf-6iaisale 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 tmless, em a case-by~tase basiS, the Federal agency approves

a longer exclusive license. Exclusive field of use licenses may be

granted and conrnercial sale or use in one field of use shall not be

deemed to end the exclusive period as to unrelated fields of use.

(c) a requirement that the balanceo£ any royalties or income earned

by the subject inventor with respect to subject inventions, after

payment of expenses (including any payments to inventors) incidental

to the administration of subject inventions, be utilized for the

support of scientific resea~ch or education.

(8) If a subject inventor does not elect to retain title to

a subject invention in cases subject to this Chapter, the Federal

agency may consider and grant requests for rl?tention of rights by

the inventor subject to the provisions of this Act and regulations·

promulgated hereunder.

(9) In any case when a Federal employee isa co-inventor of

any subject invention under this Chapter, the Federal agency

employing such co-inventor is authorized to transfer or assign

whatever rights it may acquire in the subject invention from its

employee to a subject inventor electing to acquire rights hereunder

subject to the conditions set forth in this Chapter.

Section. 203. March-in Rights. With respect to any subject invention in

which a small business firm or nonprofit organization has acquired title under

this Chapter, the Federal agency under whose ftmding agreement.the subject in

vention was made shall have the right, in accordance with such procedures as

are provided in regulations promulgated hereunder to require the subject inventor,
.

an assignee or exclusive licensee of a subject invention to grant a nonexclusive,

partially exclusive, or exclusive license in any field of use to a responsible
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applicant or applicants, upon tenus that are resonable lUlder the circumstances,

and if the contractor, assignee'6iexClusiveilcensee refuses such request, to

grant such a license itself, if the Federal agency detennines either --'

(a) That such action is necessary because' the subject inventor

or assignee has not taken, or is not expected to take within a reason

able time ,effective steps to achieve practical application of the

subject invention in such field of use; or

(b) That such action is necessary' to alleviate health or

safety needs .which are not reasonably satisfied by the subject inventor,

assignee, or their licensees; or

(c) That such action is necessary ,to meet requirements for public

use specified by Federal regulations and such requirements are not

reasonably satisfied by the contractor, assignee, or licensees.

Section 204. Return of Government Investment.

(a) If a nonprofit organization or small business finn receives

$250',000 in after tax profits from the licensing of any subject invention,

in a period of ten years following reporting of the invention the United

States shall be entitled to a share, to be negotiated, of up to 50% of

all net income during said period from licensing received by the con

tractor above $250,000; provided, however, that in no event shall the

United States be entitled to an amolUlt greater than that portion of the

Federal funding under the funding agreement lUlder which the subject

invention was made which was expended on activities .related to the making

of the lnvention.

(b) In addition, if a nonp:rofit organization or small business

finn receives after tax profits in. excess of $2,000,000 on sales of

products embodying or manufactured by a process employing a subject

invention, during a period of ten years cOJlD1lencing with commercial. ,

exploitation of the sUbject invention, the Government shall be entitled
~:"r

to a share, to be negotiated, of all additional income accruing from

such sales up to the anDlUlt of the portion of. the Government funding lUlder

'i
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the contract tmder l'ohich'the invtmtion was made which was expend~d on

activities related to ,the making of the invention less any alllnmts'

received by the (Dvemnent in acc:ordancewith paragraph (a) of this

section 7.

(c) The Director of the Office of Federal Procurement Policy is

authorized and directed to revis~~ the figures of $250,000 and $2,000,000

in paragraphs (a) and (b) of this section at least every three years in

light of changes to the consuner price index or other indices which he

considers reasonable to use.

Section 205. Preference for United States Industry.

(a) Notwithstanding any other proVision of this O1apter, no small

business firm or nonprofit organization which receives title to any

subject invention and no person l,mich receives an assignment of the

subject inventionsha11 assign the right to practice such invention in
-

the United States or grant an exclusive license "to practice the invention

in the United States to any foreign corporation or any other organization

substantially 'owned or controlled by foreign interests. However, in

individual cases,' this restriction may be waived by the Federal agency

tmder whose ftmding agreement thl~ invention was made.

(b) Notwithstanding any other provision of this Olapter, no small

business firm or nonprofit organization lVhich receives title to a subject

invention and no person which receives an assignment of the subject in

vention from them shall assign the right to practice the invention out

side the United States or grant an exclusive license to practice the

invention outside the United States to any foreign corporation or any

other organization substaD.tially owried or controlled by foreign interests

unless it shall. have first tm&;rtake~ rea~onable efforts, as defined by

regulations promulgated pursuant to this Chapter, to interest domestic,

United States organizations or corporations in such foreign rights.

Section 206. Confidentiality. tmy report of a subject invention mder this

Olapter may be treated by the 'Federal- agency as a record e~empt from disclosure

pursuant to 5 lEG 552 (b) (4) unless (i). a United States patent application de-
o _

scribing the invention has been fUed (provided that copies of the actual patent
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application may be treated by agency as records exempt from disclo-

sure pursuant to S USC SS2 (b) (4)), (li) a description of the invention has

been published elsewhere by the inventor, (iii) the subject inventor has not

elected to retain title and/or a subject inventor or inventor has not requested

the retention of title or other COIJII1ercial rights, or (iv) the subject inventor

has not elected to retain title and/or the Federal agency has denied the request

of the subject inventor or inventor to retain title or other COIJII1ercial rights.

Section 207. Backgrotmd Rights. Nothing in this O1a.pter shall be dewed

to preclude a Federal agency from obtainiJ!lg rights in any backgrotmd invention of

a stbject inventor or other contractor.

Section 208. Relationship to Anti··trust Laws. l'bthing in this O1a.pter

shall be deemed to convey to any person ilImumity from civil or criminal liability,

or to create any defenses· to actions, tmde'r any antitrust law.

Section 209. lliifollli Clauses. The' Office of Federal Procurement Policy,

after receiving recommendations of the Office of Science and TechnolOgy Policy,

may issue regulations which may be made applicable to Federal agencies establish

ing standard funding agreement provisions required tmder this Chapter•
.

Section 210. Foreign Patent Protection and Fedetally CMnedPatents.

Each Federal agency is authorized to --

(1) apply for, obtain, and maintain patents or other forms of

protection in the United States and in foreign cotmtries on inventions in

which the Federal G>veIllJIKmt ownS·a right, title, or interest;

(2) pronDte the licensing of inventions covered by federally

owned patent applications, patents, or other forms of protection obtained
:{,t}

with the objective of maximizing utilization by the public of the inventions

covered thereby;

(3) grant noneXclusive, exclusive, or partially exclusive licenses

tmder federally owned. Patent applicati6ns;patents, or other fonns of

protection obtained, roya.ity:'free or for royaltiesor other consideration,

and 6n such terms and conditi~~, indudi~~e grant to the licensee of

the right of el1£orcement pursuant to the prOVisions of chapter 28· of title
",:"', ".:.:,., '.'.... ,.. ". .~>_,.:,.,;' ..,.<c> .. "...... '_,' _L_ ••..•.' •.• - ,., ...... ,,' ~--,'

3S, United States CDde, l1S detennined appropriate iri the ptblic interests;

- 9 -
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(4) make market sUtveysa.nd0ther investigations for detennining

the potential of inventions fOr domeStic and foreign licensing and other

fonns of utilization, acquire tedmica1 infonnation, and engage in

negotiations and other activities for prOJJDting the licensing and for

the purpose of enhancing their rrarketability and public utilization;

(5) withhold publication or release to the public infonnation

disclosing any invention in which the Federal Government owns or may

own a right, title, or interest for a reasonable tine in order for a

patent application to be filed;

(6) tmdertake all other suitable and necessary steps to protect

and administer rights to inventions on behalf of the Federal Govermnent

either directly or through contract;

(7) transfer custody and administration, in whole or in part, to

the fupartnent of Comnerce or to another Federal agency, of the right,

title, or interest in any invention for the JlLIIllQse of carrying out the

provisions of paragraIfu; (1) through (4), without; regard to the pro

visions of the Federal Property and Administrative Services Act of

1949 (4" U.S.C. 471); and

(8) designate the Ulpartneillt of O:JJmIverce as recipient of any or

all :ftmds received from fees, roy:a1ties, or other llIlIIl!1genent of federally

owned inventions authorized mder this Act.

Section 211. Regulations GoverniJllg Federal Licensing alid Sniall BUSiness

Preference. The Administrator of General Services is authorized to

pronrulgate regulations specifying the te"!1I1S and conditions upon which any federally

owned invention may be licensed on a IlOIlI~xclusive, partially exclusive, or

exclusive basis. Firstpreference in lkensing federally owned inventions shall

go to small business firms.

Section 212. <bordinatioIj. of Federal Licensing PI'aCtices •. The .

Secretary of Comnerce is authorized in cooperation with ~ther Federal agencies to-

(1) coordinate a program fo;" assisting all'Federal agencies in

carrying out the authority set forth in section 401;

(2) publish notification of all federally owned inventions that
_.,-,". ""..;- ;..-""~ ".::>- -.; -'" .

are available for licensing;
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(3) evaluate inventions referred· by Federal agencies, and patent

applications filed thereon, in order to identify those inventions with

the greatest conmercial potential and to insure promotion and utilization

by the public of inventions so identified;

(4) assist the Federal agencit~s in seeking and maintaining

protection on inventions in the Unitl~ States and in foreign cotmtries,

including the payment of fees and costs connected therewith;

(5) accept custody and administration, in whole or in part, of

the right, title, and interest in any invention for the purposes set

forth in paragraphs (1) through (4) of section 210, with the approval of

the Federal agency concerned and without regard to the provisions of

the Federal Property and Administrative Service Act of 1949 (40 U.S.C.

471) ;

(6) receive funds f1'Olll fees, royalties, or other management of

federally owned inventions authorized tmderthis OJ.apter, but such funds

shall be used only for the purposes of this01apter; and

(7) tmdertake such other functions directly or through such

contracts as are necessary and appropriate to accomplish the purposes of

this title.

Section 213. Restrictions on Exclusi1reand Partially "Exclusilie Licenses

of Federally (Mned Patents. (a) (1) Each Federal agency may grant ex

clusive or partially exclusive licens~~s in any invention covered by a

federally owned domestic patent or pa1:ent application only if, after

public notice and opportlmity for filing written objections, it is

detennined that--

(A) the interests of the FederalG:>vernment and the public

will best be served by the proposed license, in-\n.ew of the

applicant's intentions, plans, and ability to bring the invention

to practical application or otherwise pTOllDte theinventiori's

utilization by the rublic;

-11-



(B) the desiredpracti~.a1 application has not been achieved,

or is not likely expediti.ously to be achieved,' tmder any nonexclusive

license which has been graritEld, or which may be granted, on the

invention;

(C) exclusive or partially exclusive licensing is a reasonable

and necessary incentive to call forth the investment of risk

capital and expenditures to bring the invention to practical

application or otherwise promote the imrention's utilization by

the public; and

(D) the proposed tenns and scope of exclusivity are not

greater thal1 reasonably necessary to provide the incentive for

bringing the invention to practical application or otherwise

pI'OllDte the invention's utilization by the public.

(2) A Federal agency shall n.ot grant such exclusive or partially
,-

exclusive license tmder paragraph (1) of this subsection if it dete:rm:ines-

that the grant of such license will tend substantially to lessen competition

or result in tmdue concentration in. any section of the COtmtry in any

line of cormnerce to which the teclmology to be licensed relates, or to

create or maintain other situations inconsistent with the antitrust laws.

(b) After consideration of whether the interests of the

Federal G:>veI1Jllent or United States industry in foreign cormnerce

will be enhanced, any Federal agency may grant exclusive or

partially exclusive licenses in any invention _covered by a foreign:

patent application or patent, after public notice and opporttmity

for filing written objections, except that a Federal agency shall not

grant such exclusive or partially exclusive license if it detennines

that the grant of such licensle will tend substantially to lessen

competition or result in tmdUJe concentration- in any section of the

country in any line of collDl1erce -to which the technology to be

licensed relates, or to creabe or maintain other situations in-

consisrent with the antitrust laws.

-l:Z-
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(c) The Federal agency shall maintain a record of deternrinations

to grant exclusive or partially exclusive licenses.

(d) Any grant of an exclusive or partially exclusive license

shall contain such tenns and conditions as the Federal agency

detennines appropriate for the protection of the interests of the

Federal Q)vernment and the ptillic, including provisions for the

following:

(1) periodic written reports at reasonable intervals

including, when specifically requested by the Federal agency,

the extent of the conmercial or other use by the public that

is being made or is intended to be made of the invention;

(2) a nonexclusive, nontransferable, irrevocable, paid

up license to practice or have practiced for the Federal

Q)ve:rrurent the licensed invention throughout the world by or

on behalf of the Federal Govenunent (including any Federal

~gency), and the additional right to sti>license any State or

domestic local goverrnnent lOr to sublicense any foreign govern

nent pursuant to foreign policy considerations, or any treaty

or agreenent if the Federal agency detennines it would be in the

national interest to retain such additional rights;
,

(3) the right of the Federal agency to tenninate such

license in whole or in pan: tmless the licensee denDnstrates

to the satisfaction of the Federal agency that the licensee

has taken effective steps, or within a reasonable time is

expected to take such steps, to accomplish substantial conmercial

or other use of the invention by the public; and

(4) the right of the Federal agency, commencing three

years after th~ grant of a license, to require the licensee

to grant a nonexclusive or partially exclusive license to a

responsible applicant, upon tennsreasonable IIDder the cir

C\.DIIStances to ternrinate the license in whole or in part, after

-13-
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public noticeaI1<i;oppor;tUJ)ity for a hearing, upon a petition by

an interested person justifying such hearing, if the Federal

agency determines, upon review of such material as it detennines

relevant and after the licensee or other interested person

has had the opportunity to provide such relevant and material

information as the Federal agency may require, that such

license has tended sthstantially to lessen competition or to

resul t in undue concentration in any section of the country in

any line of cOIIlllerce to which the technology relates, or to

create or maintain other situations inconsistent with the anti

trust laws.

Section 214. Precedence of Act. TIlis O1apter shall- take precedence over

any other act which would require a disposition of rights in subject inventions

in a manner that is inconsistent with this O1apter, including but not necessari

1y limited to the following;

(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 Act of August 14, 1946 (7 USC 1624 (a) ;

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) Section 106(c) of the National Traffic and M:Jtor Vehicle

Safety Act of 1966 (15 USC 1935 (c) ; 80 Stat. 721);

(5) Section 12 of the National Science Foundation Act of 1950

(42 USC l87l(a); 82 Stat. 360);

(6) Section 152 of the Atomic Energy Act of 1954 (42 USC 2182,

68 Stat. 943);

(7) Section 3J)5 of the National Aeronautics and Space Act of 1958

(42 USC 245 7) ;

(8) Section 6 of the Coal Research Development Act of 1960 (30

USC 666; 74 Stat. 337);

(9) Section 4 of the Helium Act Amendments of 1960 (50 USC l67b;

74 Stat. 920);

(10) Section 32 of the Anl1s Control and DisaI1l1aIDent Act of 1961

(22 USC 2572; 75 Stat. 634);
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(ll) Subsection (e) of section 302 of the Appalachian Regional

Development Act of 1965 (40 lEe App.302(e); 79 Stat. 5);

(12) Subsection (a.)(2)of;;~6ti.()n216 of title 38, United States

Code;

C13) Section 9 of the Fede!ral Nonnuclear Energy Research and

Development Act of 1974 (42 USC 5901; 88 Stat. 1878);

(14) Section 3 of the Act of June 22, 1976 (42 USC 1959d, note;

90 Stat. 694);

(15) Subsection (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

USE 1961c-3; 78 Stat. 332);

(17) Section 5 (d) of the Conslllrer Product Safety Act (15 USC 2054

(d); 88 Stat. 12ll);

(18) Section 3 of the Act of April 5, 1944 (30 USC 323; 58 Stat.

191); and

(19) Section 8001 of the Sol id Waste Disposal Act (42 USC 6981; 90

Stat. 2829).

The Act creating this Chapter shall be construed to take precedence over

any future Act unless that Act specifically cites this Act and provides that it

shall take precedence over this Act.

Section 215. Effective Date. This Chapter shall take effect 180 days

after the date of enactment of this Chapter, except that the regulations referred

to in Section 12, or other imp1enenting regulations, may be issued prior to that

tine.
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SECTION-BY- SECTION /IJ\il\LYSIS

Outlined belol\' are a m.unber of important features of the bill:

Section 202 provides that each nonprofit organization (defined in the bill to include
universities) and small business shall have a reasonable amount of time to elect to re
tain title to subject inventions. The federal agency may retain title if the invention
is made under a contract for operation of a government olmed research or production
facility, might cause the disclosure of classified information or imperil national
security, or if granting patents would not be in the public interest in terms of the
purpose to be served by this legislation.

Section 202(c) provides that each funding agreement shall contain provisions to: (1) insure
the right of the federal government to receive title to any subject invention not reported
to it within the prescribed times of the contract; (2) insure the government's right to
receive title to inventions when the inventor does not intend to file for patent rights;
and (3) prOVide that the agency shall have a nonexclusive, nontransferable, paid-up
license to use the .invention.

Section 202 (c) (7) prohibits nonprofit institutions from assigning rights without the
approval of the federal agency; prohibits granting such rights in excess of the earlier
of 5 years from the date of first commercial use or 8 years from the date of invention,
whichever comes first; and provides that alLl proceeds shall be used to support scientific
research or education.

Section 203 gives the federal agency the right to require the subject inventor or his
assignee to grant additional licenses if the agency feels that sufficient steps are not
being taken to achieve commercialization. Additional licensing may also be required to
alleviate health and safety needs, or under provisions for public use as specified by
federal regulations.

Section 204 provides that if the patent holder receives $250,000 in after tax profits
from licensing any subject invention during a ten-year period, or receives in excess of
$2,000,000 on the sales of products embodying or manufactured by a process employing the
subject invention within the ten-year period, that the government shall be entitled to
collect up to 50% of all net income above these figures until such time as the amount of
government research money has been repaid.

Section 205 specifies that no foreign owned or controlled firm shall be eligible to receive
patent rights under this Act unless the federal agency determines that this is the only
available means of achieving commercialization; a similar provision covers licensing the
invention outside the U.S.

Section 210 will allow federal agencies to grant exclusive, partially exclusive, or non
exclusive licenses on government owned patents to achieve commercialization; the Depart
ment of Commerce is authorized to receive patents held by other agencies and to make the
necessary steps to determine the market potential of the patent and to receive any fees
or royalties due to the government.

Section 211 authorizes the Administrator of GSA to issue regulations regarding such
licenses and gives first preference in licensing federal patents to small businesses.

Section 213 specifies that federal licenses be issued only after public notification and
opportunity for filing objections and that exclusive or partially exclusive licenses not
be granted if the result would be a lessening of competition; the agency has the right to
require more licensing if it feels that this is necessary after three years and to require
periodic written reports on progress toward commercialization.

A COPY OF THE BILL IS INCLUDED IN THE PRESS PACKET.
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