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H.R. 12112

DEVELOPMENT OF SYNTHETIC FUELS

Wednesday, June 2, 1976
House of Represertatives,
Subcommittes on Econcomic Stakilization
of the Committee on Banking, Currency and Housing, .

Washington, D. C.

.The Subccmmittes met, pursuant to notice, at 9:35 o'clock

William S. Moorhead (Chairman of the Subcommittes) presiding.

Praesent: Rééreéentativas Moorhead.(presidinq), Schulze,
and McKinney. = |

Also present: Representaﬁive Rﬁusseiot.

Also present: Ike Webber,.staff Direétqr;_énd Larry
Feldﬁan, Minority Counsel(

Mr. Moorhead. The Subcommittea con Economic Stakilization
of the Hﬁuse Committes on Bankihg, Cur;ency and Hoﬁsing will
please come to oxder.

| Today; hopgfullf, we conclude cﬁr héarings.on'synthetic fue1
legislaficn pending hefore the Congress. The bill, H.R. 12112,

was referrad on a sequential basis to this Committee, following 4

report of the'legislation by the Committee on Science and
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STATEMENT OF MR.'HQWARDW..BREMER, AMERICAN |

COUNCIL ON EDUCATION

.M:. Bremer. Mr. Chairman and members of the Subcommiﬁteé;
my.hame is Howard Bremer. I appear-befbre you this morning as
a representative of the'Ameriéén'Council on Education. The
Council was_fouﬁded in 1918, and is the nation's largest associa+
tion of coilégeé and univeréities: Its meﬁbérship includes
approximately 1300 institutidns of higher éducaticn, 20 national|
and regional associations, and 80 affiliété institutions and .
organizations concérned with higher education in the Uﬁited

States.
' E¥CMM-0A44:&4AA,&W
I might add thati@ae~ef~the~sebs&d&axy n&aat&onsm&e-the

National Association of College and University Business Officers})

I apprec;ate the opportunlty to address the Subcommlttee on
behalf of the groups I represent relatlva to certain provisions
of H.R. 12112 having to do with ownership and disposition_of
proPrietary rights g; _inventions,patgnts, and know-how.

The concerns of the Council and thé universities which it
representsiig in the provisions of Sections 18(ri and 18{(g) (4).
These provisions preséht some of the same.concerhs as did com=’
parable.provisions'in the Fe&eial Non—Nucléar Energy Research énd
Development Act,_which-were amply aired'in the public hearings

held on November 19, 1975,thigh are a matter of public record;'

Conéequently; it appears that in having again'to consider. the

WARD & PAUL
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| their impact upon the proprietary rights of others. Forlexample,

38j'
impacﬁ of éuéh'provisions in H.R. 12112, we are deéling with -
pieéémeal legisiation which iS'nbt.only burdensome'but in fact
ineduitable in;its effedt. More.impcrtantly, this is thé first.
time in history.that the.Gévernment seeks to take title to
inventions for which it has.not paid. . Sy e
The mere presence of Section 18(g) (4) and 18 (x) in the Eill
would appear to indicate that the thrust of the previously given
testimony.on Lehalf of the university*community and bthers,'and
the recommendation of the Conference.Committee:of ERDA on patent
policy was either not éonsidered or was ignoréd during framing of
the bill, | | | |
: _If these two pioviéiéns are included to fuhction as safe~
guards.for‘thg Govérnment in thi$ kill, they arg safeguards
which it is belieVed will tend to discourage Father than to
3ncoura9e:participétion by'tﬁe privafe sector in tﬁe development
of new or élternative Enérgy sources, and just as'importantly;
in the dévelopment of the ancillary technology necéssary for the
ﬁtilization:of such sources, or the more efficient use of known.

énergy sources for the benefit of the public.

Both of the sections are Lelieved inequitable in terms of

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, ih.its operation, Secticn 18{r) would"

WARD & PAUL




388 -

sk .7 1 || appear to contravene what was understood to ke the desire of the
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Government reiative tb its sup?ort-of research and development
3 effo;t; namely, to encourage the expenditure of funds fex the.

4 || private sector to devélép énd market inventiorns initially made
5 with.Government_funds.

6 E This approach to invention.dévelopment has worked admifably
Vi undet the patent policies of the Department of Heaith, EduCa#idn
8 iand.welfa're and_the Nationél Science Foundation. There, thg

9 universities with proven technology transfer capability havé Leeh

10 || permitted to retéin title to inventions made with funds from

11 || these agencies. They have Leen further permitted to license

12 such inventions under conditions which will provide the neceséary

' j 13 incentive to the private sector to invest the capital necessary
: 14 || o develdp the inventions for the puklic kenefit.

15 'In all cases, the public is adequately protected by

’ . AAA
18 suitable provisions and-agreements between the funding agencies

17 and universities.
18 | Under'H;R. 12112, we are pgesented,'peculiérly enough, with
19 1 @ reversai oﬁ thét situation. Under the guarantee approach,

20‘ there has alreadj been aﬁfindicated willingness by thé'privafe
21 sector to speﬁd its ow; money.on the dgveioément of.the_prdjeét}
‘22 One can alsd assume'thét any compétent develoPerlwill recognize
o3 that sucﬁ expenditure cquld geﬁerate_valuéble prOprieta:y righ£5s
o4 Ain patentakle inventions} as well-as.in trade secrété and

25 know~how. -

il . WARD & PAUL
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389
Where; then,_istthe.contractor's inéehtive to engage in éuch
a development effort, spending his own moﬁey, wheﬁher Lorrowed
ﬁr not, if such proprietary rights aré to ke vestéd.in the Gov;
ernment, as they must.under Seétion 18(r), and whether or.not'
the borrbwer defaulté on the ldan? That.the Governmenflwill
' eamtoChrens
waive such rlghts;§er the(een%;aet is a chancy gamble, at best.
This is not a direct fundlng 51tuat10n, where the risk to the
granteé or-céntractor is minimum. Here, the contracﬁdr is
aésuming a substantial‘risk to itself, and such actiond should
be encouragéd by the Government;, | |
Section.lati).would opéiate égﬁltake proprietary rights
fiom thé contraétor on the basié of a contingency‘which'may'neVer
occur. It is mo;f likely that retention of this sectidn would
discou:age, rathe® than encourage, participation in the programn.
:Section 18(§)(4) is inequitaﬁlgx iﬁ that it would treat as
project éssets)in the caée of a loan defaﬁlﬁ)not only the
badkground patent rights owned Ly the demonstration faéiliiy_i
conttactor,'but any’ patents underlwhich_that contractor would

operate that have been waived under Section 9 of the Federal

This would include any patents which might have been pre-
viously waived to a university or another under Section %, and
which have then been licensed to the demonstration facility

dontractbr. Under such a prevalllng condltlon, there would be’

great reluctance to llcense such waived 1nvent10ns/or any other

WARD & PAUL
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inventioﬁs}dr know-how, to a demonstratibn program-pafticipént |
with a loan guérantee, sinée the_proprietéry :ights td such
inventions and know-how could ke lést through the bperation of"
Section 18(g) (4) and without recourse or recompense.

It is aiso bélieve highly doﬁbtful thatﬁany high—ﬁechnology
Frgroup would knowinglf subscribe to an arrangement Suséeptible: 
to the Section 18(gj(4} conditions. |

It is'reépectfuily and stfongly urged{ on behalf of the
[ _
querican Council on Education, that'Sections 18{r) and 18(g5(4)
be deleted from H.R. 12112, fThank you, gentlemen. |

Mﬁ. Moorhead;.'You mean delete it completely?

Mr. Bremer. Delete it.

Mr. Moorhead. Thank you, sir. -

The Subcommifﬁee would like. to hear now froﬁ Mr. Raymond
Woodrow, Society of University Patent Administrétors.' Mr:; -

Woodrow?

. WARD & PAUL
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Mr;'Mortonf That is-rigﬁt; - That 1is what I ﬁhink.isr
just. |

‘Mr, ﬁcKinney.. Because there ie'the;matter that
#he Goyernmeht does not mind operating'a redline opefation,
whereas pfivate enterprise Qould hot'be.able to.live ap to_..
the loan,if it is a redline‘enterp:ise} for too long.

Mr. BremerQ. Mr. McKinney, one suggestlon I might
have for Sectlonlﬁ(g)(4) would be by treating only those.

starard N TN T

patents which: ara ewed by the borrow1ng contractor orxyalved

to 1t spe01flcally as project assets. This would be one
£ St m% M S at%z&t&gw 5t GemtnnusnS

W wkﬂ\ﬁ-ﬂ« WJS.&G“V!.

place toi' ] irther si-fdeadly—and
s d m@p&avﬁgdﬁ ;&ﬂfmmﬁ Qo Attt B tiu '
the_GevexnmeﬁtmaeeaggagAany obligations ef that(borrow1ng

“MM%\NQAMQ “

‘contractorxto a licensors® petanSha *“’ﬁ““Q““l bsuns A

e o ka%w U“‘Q\«‘j\

In those 01rcumstanc s the llcensor is protected a&éﬁéev

Would not lose h15£r1ghts and would?be guaranteed the

QPQ%&SN
same return that he was guaranteed by the contractorAEe
eeme;eée the progeca.

A Mr. McKlnney. Right. in-other ﬁofds, if someone has
.licensed a proceSS'to.Gulf dil for liqaefaction ox somethiné_
of that eort, SOmewhere along-the_line, and Gulf.has agreed

to pay them X ﬁumber of dollars for the use_oflﬁhis pfocess,
the Government would continue to pay the same licease fee if

they took over the patent and the processaas part of the-'

collateral.

I thank you gentlemen. I think this section needs

WARD & PAUL
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does not ?ay if off, you have got two pOssibiiities:_ ta§éA_ 
the cax and pay if off yourself; of pbﬁy ﬁp as hhey'say,ito
the bank for the ﬁpaii amount. |

| And,_theh you have some rights you.één argue to the
property, i would'aésumer and against the individual that you}.
cg-signed for. But, once é guafanteed'prﬁgram - it is not
even a-loan,'which is what bdthers.me. b;cause, you gare goxng
one step even further back so that to Say that the Government '

has 1ntr1n31c rlghts afterwards.-‘

and, I f£ind, Mr. Chairman, gfeat prdblems with these

words that we throw around all the time, you know,_ﬁhé national

security or the public protection. What in God's name is
the public protéction?- that is my problem.

T mear, I could argue that the public protection is

3 -

| . . B -
lnot good in almost any of thenm.

Mr. Moorhead. We had | that éxpexieﬁcew;thfélaésifiedi:’
materizl, and ﬁhey have use&_laﬁguaga that.isnot even-as.
broad as that.‘

Mr. HcKinney, The'Pentagon.stili.has top secret.on thgir 1:.
jello recipe'probably; |
| ﬁr.'Bremer; M?, Chairman; i would like Eé cbmment 6h thiS..

I think the same exrxror was made on this as was made in draftzng
CoemhL kr)_,u,@__{“ F" (TN PP»‘\A&- Tl pR A LA, )»5:; ~B¥ f,;,,a 9—- i-...lﬁ"s‘-*"i-'

tthEEBAu%eth&a%&Qn in that the unlver51ty community was -
,t_ GQ_LQ.JL% v wa o‘x_ ":Q\Q
ot con51dered at all beeaﬁse fan exclus;ve royalty~free

license for the use of the patents commerclally'does not mean

WARD & PAUL
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anything to the university cbmmunity.-

It must have the right to license or sub~license those
rights, the proprietary rights)to'othefs.’ .Because they have
no mangfacturing'facility, they are not cépable of engéging,'

commercially, in the project. Aand, the language,-.as’it is

‘presented here, excludes,ﬂliterally, the university comﬁunity_

ftoﬁ consideration.

'_Mr. ﬁoorhead. Thaﬁk ybu, Mr; Bfemer,for that comment.
And, I &isé appreciate youf téking the éhancé of reading -
this'very?50mplicatéd ianguage énd havihg_it just throﬁh
at yéu,-and tﬁen commenting oh'it. That islﬁhy I was so
ca;eful not:£o ﬁ§ke7any sﬁggestionof insié£i£g that the
conment be made. |

But, I thiﬁkﬁfor overall pateﬁt pélicy_prdcedurés;'youf o
comments érermost welcome;: And, whiié'I doﬁbt that we get
into that with.this Sub&ommittee duriﬁg'thebg;ance
of the-loan guaraﬁtee situation, X tﬁink it is'good to-ﬁéve
these things on the record for the Congress geheraliy._
| Mr. McKinnéy. ‘As a layman Questionner and ex-retailer,
do the ﬁniversitiés'at ﬁhe preseﬁt time'make_mqney by ;iceﬁsing.
out paténts and ideas? L |

Mr. Bremer. Yes, very definitely;_

Mr. Woodrow. Not a great deal, moét of theﬁ-
Mr.:Mckinney.:-Knowing the one 6r two that kéépiasking'foi

money, I am sure it is not a great deal.

WARD & PAUL
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429
Mr. Bremer.' It bén'be ﬁery subéﬁéntial.thdﬁgh | Aﬁé;!..
| I thlnk the major benefit is that the technology is transferred.
which does not occur with Government patentsxfﬁken you have
a portfol;o, aSIthe Government does, of some ‘26,000 patents
with‘a very; verf.small pércenﬁage, in_the‘Z or.3 pefcent
range, that_a;e being used in é-commercial.sense)as o?éosed.
to a ﬁuch bettér recofd;for the transfeﬁ of technology.froﬁ
the univéfsity,system*_'I think thé_reéord.épeaﬁé for'iﬁself,:
eé—thatr < ;:w e o s

T e L
[ R . T . ‘e e

Mr. McKinney. -Thank you. .
Mr.-SChéllin.x;Mr. Chairmén, I would like tdimake a
comﬁent'on'the text of the_material handed to'us.. Part of .

in the statement that you have, Mr. Chaitmanﬂ some changes

Let me quote to you just two small lines from recommendation
one: "rurther. that gualified small business bé‘giveﬁ specia1_

preference who may or may not be the contractor in acquiring

an exclusive,licenée.which may Ee fora field.of use or
geographic-foi a reasonable foyaléy for a pé:iod of timeieés
than the iife'of the patents,witﬁ a"right to suefﬁ

" | ‘And, then we jump and we say; l.’un]..e:s's thé coﬁtradtor.has.
demonstrated expertlse by possessxng background éatents and/arre-
vealed trade secrets and the contractor has glven ev1dence

Iof an intent to commercialize the inveption‘or has in fack
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