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(Note.—Fill in all blank lincs except

- —— CONGRESS - S S R S RIS S T

e SESSION

IN THE SENATE OF THE UNITED STATES

Y

My, Dole, for himself and Mr. Bayh

introduced the foIlo'vtring biﬂ; which was read fwice and r_eferred to the Committee on W

A BILL

To amend Tltle 35 of the United States Code to establlsh a unlform
Federal patent procedure for small businesses and nonproflt organlzatlons, L
. to create a con51stent policy and procedure concernlng patentab111ty of

(Insert tiile of bill bere)
: 1nventlons made W1th federal assistance; and fOr other related purposes

Be zt emwtcd by the Senate and Htmse of Representatwes of the Umted States of
Amenca n Congress assembled That this Act may be C1ted as the ""Small Busmess |
-f Nonproflt Organlzatlon Patent Procedules Act." ;:f B

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

35 of the Unlted States Code 15 amended by addlng after Chapter 17, a new -,c

‘chapterasfouows SO E I Pty o
CHAPTER 18 - PATENTABILITY OF INVENTIONS MADE WITH FEDERAL‘ASSISTANCE
Sec. ' -
200. Pollcy and ObJectlve
201. = Definitions. -
© 202.  Disposition of nghts
203, March-in Rights, _ I

204, Return of Govermment Investment. =~ © |

205. - Preference for United States Industry

206. ~ Confidentiality.

207. . Background Rights.

208.  Relationship to Anti-trust Laws.
©'209. ' ‘Uniform Clauses. . - ' ' J

210. - Foreign Patent Protection and Federally Owned Patents. ‘ :

211. . Regulations Governing Federal Licensing and Small Bu51ness Preference

212.  Coordination of Federal Licensing Practices.
"213. . Restrictions on Exclusive and Partially Exc1u51ve Llcenses of Federally
; Owned Patents. _

214, | Precedence: of Chapter.
_215. . Effectlve Date -




Section 200' Polr;y and ObJectlve;ffqti‘s the pollcy and obJectlve of .

__the Congress to use the patentzsystem_to promote the utlllzatlon of 1nvent10nsb~
'arlslng from Federally supported research or. development by nonproflt organl-'k'
zations and small business flrms to encourage maxlmum part1c1pat10n of small
business flrms in Federally supported research and deve10pment efforts; to

promote collaboratlon between commerc1a1 concerns and nonproflt organlzatrons

1nclud1ng unitersities; to ensure that 1nvent10ns made by nonproflt organlzatlons

and small bu51ness flTHB are used in a mamner to promote free competition
and enterprise; to promote the COmmercialization and poblic availability of
1nvent10ns made in the Unlted States by United States 1ndustry and labor; to
ensure that the Government obtalns suffltlent r1ghts 1n Federally-supported
1nvent10ns to meet the needs of the Government and protect the publlc agalnst
'nonuse or unreasonable use of inventions; and to mlnlmlze the costs of |
admlnlsterlng p011c1es in thls area. | 3
& Section 201. Deflnltlons. As used in thls Chapter—-“
(2) The term "Federal agency" means any . "executlve agency"
.as defined in 5 USC 105, and the m111tary department as deflned by
5 USC 102,

(b) The term "fundlng agreement" means anf-contract .grant or
cooperatlve agreement entered into between any Federal agency and any_
person for the performance of eXperlmental developmental or research
work funded in whole or in part by the’ Federal Government such term 1
includes any a551gnment ‘substitution of partles or subcontract of
any type entered into for the periornnnce of experlmental developmental,':
or research work under a fbndlng agreement as “herein def1ned. :
| ‘{c)  The term "sub;ect inventor” means any person that 1s a R
party to fundlng agreement e | s o

| (@) The term."subJect 1nvent10n" means any 1nvent10n of the
subJect inventor concelved or first actually reduced to practlce 1n the

'perfornnnce of work under a contract.




(e) The termr”pr__ 1C2 4app11cat10n"qmeans to manufacture 1n'p"

the case of a comp051t10n or”product to practlce 1n the case of a’

. process or method or to operate in the case of a machlne or system,
and, in each case, under such- cond1t10ns as to establlsh that the
invention 1s‘be1ng_ut1l;zed and that its benefltszare to the extent'
perhntted by law or g0vernment regulatione availahle to the public on
reasonable terms from the subject inventor:or licenseezor assignee_of '

.the subject inventor; '

(£) .The term "made" when used in relatiOntto_anv invention meane
theVCOnception'or'firet actual reduction to praotice of such invention;

(g) The term *small business firm" means a small bus1ness concern '
as defined at sectlon 2 of Public Law 85- 536 (15 USC 632) and imple-
menting regulatlons of the Administrator of the Small Business Admlnls-:
tration; | : ' - :

(h) The term "nonprofit organization; means:universities and f
other 1nst1tut10ns of h1gher education and organlzatlons of the type _
described in section 501 {(c)(3) of the Internal Revenue Code of 1954
(26 U.S. C. 501(c)) and exempt from taxatlon under sectlon 501 (a) of :
-the Internal Revenue Code (26 USC 501(a)) -

Sectlon 202 D15p051t10n of nghts.

(a) Each'nonprofit_organization or=small husiness firm mav,
within a'reasonable time, elect to retain title to any:subject invention;
provided, however that each Federal agency may promulgate regulatlons_
otherwise (1) when the subJect invention is made under a c0ntract for-
the operatlon of a Government owned research or productlon fac111ty, ;
(ii) when such electlon to retaln t1t1e mlght cause dlsclosure of
c1a551f1ed 1n£ornnt10n or otheruuse 1mpa1r natlonal securlty, or (111)
1n except1onal c1rcumstances when it is deterrnned by the agency that

| restr1ct10n or ellmlnatlon of the rlght to retaln t1t1e w111 better |

1: promote the pollcy and obJectlve of this Chapter. The rlghts of the
lrnonproflt organlzat1on or small bu51ness flrm shall be subject to the
_:prov151ons of paragraph (b) of thlS sectlon and the other prov151ons of

;thls Chapter.




(b)" The subject 1nve’ 03 shall Flscloei?to each Federal agency
-thCh is a party to a fundlng agreement under whlch the subject 1nvent10n
was made within a reasonable tlme after the maklng of a subJect 1nvent10n
and in any event at least 6 months hefore publlc dlsclosure thereof,
the subject matter of the subJect invention ‘and whether the subJect
inventor 1ntends to retaln_tltle to the subJect 1nvent10n or to re-
linquish title to the Government. The subject inventor shall file
United States patentlapplications where appropriate_within a reasonabler _
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 countrles in which the suhject'inventorpintends to
file patent appllcatlons. . | |
(c) Each funding agreement with a small bu51ness flrm or non-
profit organization shall contain appropriate’ provrs;ons to effectnate
the following: | | .._ |
(1) The right of the Federal Government; upon request, to
Teceive title to éﬁy subject invention not reported to the
Federal agency within such times as are'prescribed"in SEction 4(b) .
hereof and in the regulat1ons promulgated hereunder.
(2) The rlght of the Federal Government upon request to
- receive title to any subject inventions in the Unlted States or
other coontries in mhich 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 regolations promulgated
hereunder. . | p |
(3) The right of the Federal Government,-upon-request, to
recelve title to any subject inventiondinimhich:the snbjeCt
'*g 1nventor does not elect to retain rlghts or falls to elect rlghts
within such times as are prescrlbed in Sectlon 4 (b) and in the
r'regulatlons promulgated hereumder :
(4) With respect to any invention 1n whlch the subJect inventor
_elects rights, the Federal agency shall have a nonexclu51ve non- :
'transferable, 1rrevocab1e pald up 11cense to practlce or have |

[
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.' practiced fo.r' or on behalfoftheUmtedStatesanY eub.j.ect invention'_
throughout the world and may, 1f promded 1n the fundlng agreement
have addltlonal rlgh*rs to subllcense any fore1gn government pursuant to
foreign policy cons:.deratlons or amy-,e_xrs_tl‘ng or future treaty or agree-_
ment. .. _' .. | o -_ . _‘ |
(5) 'I'he right of the Federal agene)t to require periodic reporting
‘on the utilization or efforts at obtaining:utilization that are being
made by the sub_'j ect 1nventor or his llcensees or a551gnees provided that
any such mfomatlon may be treated by the Federal agenc:y as comnerc1a1
and financial information obtained from a person and'prlva.leged and
confidentiai 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 appllcatlon 1s f11ed by or on its behalf
or by any assignee of the subject :mventor to 1nc1ude w1th1n the
spec:1f1cat10n of such application and any patent issuing thereon a
statement specifying that the mvent:wn was made w1th Government support
and that the Government has certaln rlghts 1n the 1nvent10n.
(7) - In the case of a nonproflt organlzatlon (a) a proh1b1t10n
upon the assignment of rights to a subJect 1nvent10n in the United States
without the approval of the Federal agency, except where such a.551gnment
is made to an orgamzatlon having pI‘lOI‘ approval of the Federa.l agency
which has as one of its primary functlons the management of inventions '
'and which is not, itself, engaged in the manufacture or sale of products
OT processes that nn.ght ut111ze the mventlon or be in COIHPE‘tltlon w1th
embodmtants of the invention and prov1ded t.hat such a551gnment 1s made
subject to regulatlons promulgated hereunder governlng rlghts in mventlons _
__and 3551gmnents of subject 1nvent1<ons (b) a proh1b1t10n agalnst the ,

grantlng of exclus:.ve 11censes under Unlted States Letters Patent 1n a '

subJ ect mventlon by the Contractor or by a person der1v1ng rlghts d1rect1y o

oY 1nd1rect1y from the Contractor for a perlod in excess of the earller '
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.of five years. from 1r5tcomnerC1a1'-‘ sale or use of the 1nvent10n or |
eight years from the date of the excluswe 11cense exceptn.ng that |
time before regulatory agenc ies necessary to obtaln premrket |
clearance unless, on a case-by—case b351s the Federal agency approves
a longer excluswe 11cense.' Exclus1ve f1e1d of use lJ.censes may be-

| granted and comermal sale or use m one f1e1d of use shall not be
deemed to end the excluslve period as to unreiated f1e1ds of use.
(c) a requ1rement that the balance -of any royaltles or income earned
by the subject inventor with respec_:?t to'sub'ject inventions, after
payment of expenses (including any pajanents to inventors) incidental

'to the administration of subject inventions, be utilized for the
support of scientific research or education. o

(8) If a subJect inventor does not elect to reta:Ln t1tle to
a SUbJeCt invention in cases sub_-;ect to thls Chapter, the Federal
agency may cons 1der and grant requests for retentlon of rlghts by
the 1nventor subJect to the prov151ons of th15 Act and regulatlons
n,pronmlgated hereunder, | | |

(9) In anyl case when a Federal 'entpiofee is""a co-ijnrentor of
any subJect 1nvent10n under this Chapter, the Federal agency
employlng such co-1nventor is authorlzed to transfer or ass:Lgn
whatever r1ghts it may acqu:ure in the subJect 1mrent10n from 1ts =
employee to a sub;;ect inventor electmg to acqmre rlghts hereunder
subject to the condltlons set forth in thls Chapter. o

‘Section. 203. March-—:m nghts. With respect to any subject invention in

.Whlch a small busmess f1rm or nonproflt organlzatlon has acqu1red t1tle under
‘this Chapter, the Federal agency under whose fundmg agreement the subject in~-
ventlon was made shall have the I‘lght in accordance w1th such procedures as
are prov1ded in regulatlons promulgated hereunder to requ1re the subJect 1nventor,_ .
an a551gnee or emclusnre 11censee of a subJect 1nvent10n to grant a mnexcluswe, :
'partlally excluslve, ‘or exc1u51ve 11cense in any f1e1d of use to a respon51ble

..6.




applicaht or applicants;- epon terms ﬁla‘l' are fe!sona-ble' m&er the ciretu:rlstajices o
and if the contractor, a551gnee or exelus:we 11censee refuses such request to
grant such a 11cense 1tse1f 1f the Federal agenc:y determmes either ---
(a) 'I'hat such actmn is necessary because the subJec:t 1nventor
or ass:Lgnee has not taken, or is not expected to ta.ke w1thln a reason-
able time, -effectlve steps to achieve practlcal appllcatlon of the
subject invention 3.n such field of use; or |
| (b) That such actlon is necessary to alle\nate health or
safety needs Wthh are not reasonably satisfied by the subJect 1nventor, |
a551gnee, or thelr 11censees or
(c) That such action is necessary to m_eet_i-equirements for pubiic g
use specified by i_-‘ede_ral regﬁlations .and‘ sech reciui'trenlents are not
reasonably Satisfied by the contractor, ass'i'gnee,rn"orlli_c_eﬁsees. |

Section 204 Return of Government Investment.

(a) Ifa nonproflt organization or small bu51ness firm tecelves |
$250,000 in after tax profits from the 11cens:mg of any sub;_gect invention,
in a period of ten years following report:mg of the invention the United |

_'States_ shall .be entitled to a _share, to be n'egc‘)tiatetl-; of up to 50% ef
all net incénie dlzrijlg'said perio.d from 1icensing teeeived by the con-
tractor above $250 000 prov1ded however, that 1n ne event shall the
-Unlted States be entitled to an amount greater than that portion of the |
Federal fundmg under the fundlng agreement under whlch ‘the subject
1nvent10n was made whldl was expended on act1v1t1es related to the maklng
_.of the mventlon ‘ _
(b) In addltlon, 1f a ln-onpmflt orgamzatlon or small busntess |
f1rm :recelves after tax proflts in excess. of $2 000 000 on sales of
"'products embodylng or manufactured by a process employmg a subJect
'_ -mventlon, durlng a perlod of ‘ten years commencmg Wlth conmerc1al
: exploltatlon of the subJect 1nvent10n the Govemment shall be ent1t1ed
to a share to be negotlated of all add1t10na1 1ncome accrumg from

-~ such sales up to the amomt of the portmn of the Government ftmdlng under N
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the COntraCt under whlchthe mventlon was lmade whlchwas eXPended on
 activities related to the maklng of the 1nvent10n less any anmmts
rece:wed by the Govemment in acc.ordance with paragraph (a) of thrs
section 7. . - _' o o |
_ (c) 'Ihe D1rector.of the Oj’flce of Federal Procurement POllCY is
" auﬂlonzed and dlrected to revise the flgures of $250 000 and $2, 000 000 :
in paragraph s (a) and (b) of this section at least every three years in

light of changes to the consumer price mdex or other indices which he

. considers reasonable to use.

Section 205 Preference for Unit ed States Industry

| (a) I\btw:tthstandlng any other prov151on of thlS Chapter, no small
business f:er or nonproflt orgamtzatlon wh:.ch recelves tltle to any _' |
subject 1nvent10n and no person which rece_n_res an_assrgmnent of the
subject invn§ntion ehall assign the right to practice such invention inl
- the United States or grant an exclusive 11cense to practlce the invention
in the Unlted States to any forelgn corporatlon or any other organlzatlon
substantlally owned or controlled by fore:Lgn 1nterests However, in
1nd1v1dual cases, ﬂus restriction may be walved by the Federal agency

under whose :Eundlng agreement the 1nvent10n was made.

(b) Notw1thstand1ng any other pmv151on of thlS Chapter, no small

busmess f1rm or nonproflt organlzatlon wh1ch recelves title to a subJect
invention and no person which receives an ass:.gmnent of the SUbJeCt in-
‘vention from them shall assign the rlght to practlce ‘the 1nvent10n out-
side the Un:Lted States or grant an excluslve license to practlce the
‘invention outs1de the Unlted States to any forelgn corporatlon er any
‘other organization substantlally owned or contr.olled by forelgn mterests i
unless it shall have first undertaken reasonable efforts, as defmed by |
. f.regulatlons pronmlgated pursuant to th:l_s Chapter, to ]_nterest domestlc
'Unlted States orgamzatlons or corporatlons in such forelgn rlghts.

Sectlon 206 Oonfldentlallty. Any report of a subJect 1nvent10n under this

Chapter may be treated by the Federal: agency as a- record exempt from dlsclosure B
- pursuant to 5 UsC 552 {b) (4) unless (i) a Un1ted States patent appllcatlon de- L

scrlblng the rnventlon has been _fJ.led (provrde_d_ that cop_1es of the actual patentr :




application may be treated by the FederaJ agen:yl as records _exempt from d.'LSClO' .
sure pursuant to 5 USC 552 (b) (4)) (11) a deSCI‘lth.On of the invention has

been published elsewhere by the 1nventor, (111) the subJect inventor has not
elected to retain title a:nd/or a subJect 1nventor or 1nventor has not requested
the retention of title or other comnerual r1ghts, or- (:w) 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 'olr other commercial rights.

Section 207. Background Rights. Nothing in this Chapter shall be deemed

to preclude a Federal agency from cbtaining rJ.ghts in a.ny background invention of

: a subject inventor or other contractor.

Section 208. Relationship to Anti-trust Laws. hbthi_ng in this Chapter
shall be deemed to convey to any person immmity from civil or criminal liability,
. or to create any defenses to actions, under any antitrust 1aw.

Section 209. Unifomi 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 apqilicabl_e to Federal agencies establish-
- ing standard funding agreement provisions ﬁqoired under this'-‘mapter.

Section 210, Foreign Patent Protection and Federally oumed Patents,
Each Federal agency is authorlzed to -— ) |
| (1) apply for, obtam, and mamtam patents or other forms of
_ protection 1n the United States and :m foreJ.gn countries on inventions in
~which the Federal Govemment owns a rlght tltle, or interest;
(2) promte the 11censmg of mventlons covered by federall)r

owned patent appllmtlons, patents, or other forms of protectlon obtamed

Wlth the obJectlve of maxlmzmg ut] llzatlorl by the pubhc of the 1nventlons
covered thereby, - ,' HE e T e LR _
(3) grant nonexcluswe exc1u51ve, or partlally ext:lusrve 11cense5
o lmder federally owned patent appllcatlons, patents, or other foms of
protectlon obtamed, royalty-free or for royaltles or otiiéi? c.ons1derat10n
'_and on such terms and COD.dltlDDS mcludlng the grant to the 11censee of
the right of enforc:ement pursuant to the prov151ons of chapter 28 of tltle.

35, Umted States Code as determmed appropnate 1n the plbllc 1nterest5" i




(4) make market surveys and other 1rrvest1gat10ns for determining.
the potent1a1 of 1nvent10ns for ‘domestic and fore1gn 11cen51ng and other |
foms of utilization, acqulre technlcal 1nfomat10n, and engage in
negotiations and other act1v1t1es for promtmg the licensing and for
the purpose of enhancmg t'.helr marketablhty and lebllc utilization;

(5) withhold publication or release to the public information
disclesing any invention in which the Federal Government owns or may |
own a right, title, or interest for a reasonable time in order for a
patent appllcatlon to be filed; |

(6) undertake all other suitable and necessary steps to protect
and administer rights to inventions on behalf of the Federal Govermment
either directly er through c'ontract-‘ |

(7} transfer ‘custody and admmstratlon, in whole or in part, to |
‘the Department of Commerce or to another Federal agency, of the right,
title, or interest in any invention for the purpose of carrymg out the
provisions of paragraphs (1) thm‘ugh (4), without regard to the pro-
‘visions of the Federal Property and Admnlstratlve Semces Act of
'1949 (48 U.S.C. 471); and |

| (8) designate the Department of Gunmerce as rec1p1ent of any or
all funds received from fees myaltles or -other management of federally
owned mventmns authorlzed under thlS Act.

Section Z11. Rggulatmns Govem:ung Federal Licensing and Small Business

Prefere:me. The Admnlstrator of General Semces 1s authonzed to

promulgate regulatlons spec1fy1ng the texms and condltlons upon whlch any federally

owned invention may be 11censed on a nom=xc1us :we, partlally exclusnre or

'exc1u51ve bas:ls. Flrst preference in ln,ensmg federally owned 1nvent10ns shall

'go to small bu51ness flrms

Sectlon 212 Coordlnatlon of Federal Llcensmg Practlces.. ’Ihe

Secretary of Com‘nerce 15 authonzed 1n cooperatlon w1th other Federal agenc:Les to--

(1) coordmate a program for a551st1ng a11 Federal agenc1es in

o carrymg out the authorlty set forth :m sectlon 401-

(2) pubhsh notlflcatmn oE all federally owned mventlons that

g ST

:.are avaﬂable :Eor llcen51ng, _ L
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(3) evaluate mventlons referredbyFederal _agencies; and patent
applications filed thereén,- .in_'oi_‘c'_iér t;ﬁ_:.'idént_ify :those inventions with
the greatest commercial po_fei;fial'_'and to insure promotion and utilization
by the public of inventions s0 idér‘it:ifiéd‘; |

(4) assist the Federal agencies in seeking and maintaining
protection on inventions in the United States and in foreign countries,
including the payment of fees and costs cionnecfed therewith;

(5) accept custody and admil_aistrétidh, in whole or in part, of
the right, title, and interesf in any invention for tl;le purposes set
forth in paragraphs (1) through (4) of section 210, with the approval of
the Federal agency concerned and without regard to the isrovisions-of
the Federal Property and Administrative Service Act of 1949 (40 U.S.C.
471); | .

(6) receive funds from fees, royalties, or other management of
federaily owned inventions authoﬁzed under this Chapter, but such fumds
shall be used only for the purposes of this Chapter; ‘and

(7) undertake such other functlons directly or through such -
contracts as are net_:essary and appropriate to ac:compllsh the purposes of

this title. .

Section 213. Restrictions on Exclusive and Partially Exclusive Licenses

of Fedefaliy Owned Patents. - (a) (1) Each Federal agency may grant ex-

clusive or partially exclusive licenses in any invention covered by a
' federally'mmed domestic patent or patent applicatiOn only if, é.ftér
public notice and: opportunity for ﬂling writ_:tén ob'jécitions'; it is
 determined that-- - . - s |
| (A) ~ the’ interests of the Federal (bVefmneiit-'a.iid thepubllc

- will best be served by the proposed license, in view 6::E'thé':_”. |

' 'applicant’s intentic;ns, plans,. and .abillit'yr -'to‘ brlngthemventlon
- to pract1ca1 appllcatlon or otherwise promte the” 1nvent10n s

'ut111zat10n by ‘the public;
_]_1.-.




(B) the desired é.ract'i_cfal'.application ha_é__not been achie\(ed,
or is mot likely expef_l'.it_._iousl_y tc_.x"li)'e achieved, under any nonexclusive
license which has been g.i'él'l‘ted-,':df which may bé granted, on the
svention datne o
(9] :exclusiﬁé or'partially exclﬁ.éive 1i¢ensing is a reasonable -
and necessary incentive to_ call forth the invesﬁnent of risk
capital and expenditures to bring the invention to practi(;al
application or otherwise promote the invention's utilization by
the public; and - |
(D) the proposed terms and sf:ope of exclusivity .are not
greater than reasonably necessary to provide the .mcentive for
bringing the invention to practical application or otherwise
- promote the invention's utilization .by the public.
(2) A Fedéral agency shall not grant such exclusive or pa;rtially
“exclusive license mder'paragraph (1) of this subsection if it detemi_ms-
- that the grant of such license will tend substantially to 1esseﬁ competition
or result in umdue cﬁncentration in any section of the cbuntry iﬁ any
line of commerce to which the technology to be licemsed rélates, or to
create or maintain other situations inconsistent with the antitrust laws.
(b) After con51derat10n of whether the mterests of the
Federal Government or United States industry in forelgn ooxmnerce
will be enhanced, any Federal agency may grant exclusive o_r
partially ei_cclusive licenses in any invention .covered by a foreign
patent application or patent, after public notice and opportunity
for filing ﬁritten objections, eﬁccejbt that a Federal agency shall not
‘grant such exélusive or partially exclusive license if it determines
that the grant of such license will “tend substa.nfially.-to ‘.iessen
.competition or m§ult in undus concentration in any sectioh of the
country in any line of commerce to which the technology to be
liceDSed relétes,- or to create or min't.ain other situatioﬁ%s in-
consistent wi.th the antitrust laws. =~ o o
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(c) The Federal agency shall maintain a record of determmatmns |
to grant exclusive or partlally exc1u51ve licenses. |
(d) Any grant of an exc}.uswe or partially exclusive license

shall contain such tems and condltlons as the Federal agency
determines appropriate for the protectlon of the interests of the
Federal Goﬁemnent and the public, including provisions for the
following: | B

(1) periodic written reports at reasonable intervals
including, when specifically requested by the Federal agency,
the extent of the commercial or other use by the public that
is being made or is intended to be made of £he invention;

(2) a nonexclusive, nontransferable, irrevocable, paid-
up license to practice or have practiced f&r the Fedéral
Government the licensed invention mmughou't. the world by or
on behalf of the :Fede_ral Government (including any Federal

| ?:Igericy) , and the additional right to sublicense any State or
doﬁxestic local govermment or to subliccnse‘ any'foreign govern-
ment pursuant to foreign policy considerations, or aily treaty
or agreement if the Federal agency determines it would be in the
national interest to retain such additional rights;

(3) the right of the Federal agenq;' to terminate such
license in whole or in part unless the 11censee demonstrates
to the satisfaction of the Federal agency that the 11censee
has taken effective steps, or within a reasonable tlme is
expected to take such steps, to accomplish substantial commercial

Cor other use of the invention by the public; and

{4) the rlght of the Federal agency, comencmg three
years after the grant of a 11cense to reqmre the 11censee
to grant a nonexclusive or partlally excluswe llcense to a
respons1ble applicant, upon terms reasonable under the c1r~

cumstances to terminate the 1_1cense in whole or in part, after
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public notlce and opportunlty for a hearlng, upon a petition by
an 1nterested person Justlfylng such hearlng, if the Federal
agency determlnes,;upon rev1ew of suchlmaterlal as it determines
relevant aﬁd‘éfterjth¢ 1i¢énsee or other interested person

has had the opporfﬁﬁity tb provide such relevant and material
information as the Federal agency may require, that such
license has tended subétantially to lessen cbmpetition or to
result in undue concentration in any_éection of the country in
any line of commerce to Which the techhology relates, or to
create or maintain other situations inconsistent with the anti-
trust laws.

Section 214. Precedence of Act. This Chapter 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 Chaptér, including but not necessari-
ly limited to the following: L
(1) Sectién 10(a) of the Act Qf June.29, 1935,.35 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;71946 (7 USC 1624 (a);
60 Stat. 1090); _
(3) "Section 501(c) 6f the Federal Coal Mine Health and Safé%y Act
of 1969 (30 USC 951(c)§ 83 Stat. 742); | | ”
(4} Section 106(c) of the National.Traffic and Motor Vehicle
Safety Act of 1966 (15 USC 1935(c); 80 Stat. 721); |
(5) Section 12 of the Na110nal Science Foundation Act of 1950
- (42 USC 1871(a); 82 Stat. 360);
(6) Secfion.lsz of the Atomic Energy.Act of 1954 (42 USC 2182,
68 Stat. 943); | |
(7) Section 305 of the National Aeronautics and’ Space Act of 1958
- (42 USC 2457) 5
(8) Section 6 of the Coal Research Development Act of 1960 (30
USC 666;. 74 Stat 337),
(9) Section 4 of the Heljum Act - Amendments of 1960 (50 UsC 167b
74 Stat. 920); | - |
' (10) Section 32 of the Ams Control and Dlsarnament Act of 1961
(22 USC 2572; 75 Stat. 634);
14




(11) ‘Subsection (e)iio'f. ééc:fi-.c.)h-solz of the Appalamian Regional
Development Act of 1965 (40 usc App 302(e) 79 Stat. 5);

(12) Subsectlon (a) (2) of sectlon 216 of title 38, United States
Code; _ o _

(13) Secti_o’ri 9 of the Federal Néﬁnuc:lear Energy Research and
Developmenthct of 1974 (42 USC 5901; 88 Stat. 1878} ; |

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

| 90 Stat. 694); |

(15) :.Subsection (d) of section 6 of 'fhe Saline Water Conversion
Act of 1971 (42 USC 1959(d); 85 Stat. 161);

(16) Seétion 303 6f the Water Resources Research Act of 1964 (42
USE 1961c-3; 78 Stat. 332); : |

a7} Sectlon 5(d) of the Consumer Product Safety Act (15 USC 2054
(d); 88 Stat. 1211);

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

(19) Section 8001 of the Solid 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 implementing regulations, may be issued prior to that

time.
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SECTION—BY-SECTION-ANALYSIS

Outlined below are a number of imﬁb}téﬁfAfeanfeslof 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 apency may retain title if the invention
is made under a contract for operation of a government owned 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 povernment to receive title to any subject invention not reported
to it within the prescribed times of the contract; (2) insure the govermment'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 nonexc1u51ve nontransferable, paid-up
license to use the .invention. :

Section 202 (c) (7) prohibits nonproflt institutions from 3551gn1ng 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 all 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 prov151ons for public use as specified by
federa1 regulations.

Sectlon 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 commerC1allzaf10n, 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 requlre
periodic written reports On progress toward commercialization.

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