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- COMMITTEE ON GOVERNMENTAL RELATIONS | |
~ National Association of College and University Business Officers
ONE DUPONT CIRCLE, N.W. * SUITE 510 + WASHINGTON,D. C. 20036 ¢ (Area Code 202) 296-2346

November 19 1975

TO: Members of the bubcommlttee on Patents, COpynghts and Rights

: ZData R _
- r. Howard W. Bremer

Mr. Lawrence Gilbert
Dr, George R, Holcomb
Mr. James Y. McDonald
Mr. Mark Owens, Jr.

- Mr. Wallace C, Treibel
Mr. Joseph S. Warner
Dr. Edwin T. Yates |

- cc: Mr. R. L. Anderson |
- Mr. Clark A. .McCar’tney

RE: Testimony at the Eneray Research and Development Administration
Hearings on Proposed Policies and Procedures on ERDA Patents, Data
and Copyrights (41 CTR Part g- 9) :

'Mr. McCartney asked me to send yvou the enclosed copy of his
testlmony presented at noon today at hearings in Germantown, Maryland.

This is a compilation of the views of several members of the sub-
' committee, in partlcular Mark Owens and Edwm Yates.
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- November 19, 1975

- Testimony of Clark A, McCartney,
Chairman of the Subcommittee on Patents,
Copyrights, and Rights in Data, Committee
on Governmental Relations, National
Asgsociation of College and University

- Business Officers -

at the Energy Research and Development Adm1mstrat10n Hearings
Germantown, Maryland

| Oral presentatmn—- RE: Proposed policies and .proceduree on ERDA Patents . |
Data, and Copyrzghts (41 CFR Part 9-9).

The Cornmittee on. Govermnental Relations represents. 98 institutiens of the
Natienat As sociation of College and Universlity Business Officers . mo.st.of which
have had long term_ experience in the transfer of technology to the .private sector. |
During these hearings you wi_li_have heard teetimony_from..many of these i:nsti-—

| _ tntions tegarding their experienee in the ttansfer ot technology eovering diverse |
fiezds. On behalf of these in:etitutien's the Commtt_te’e presents its view.s. on
your Admin’istration's proposed patents , poltcies artd prot:edures un der Snbpan A
| (paragraph .9-9 .100 et seq). The inttoductory pa.rag,.zaph to subpart A states that
"an important incentive_in commereialtzing te'chnology. is that providea by the

patent system. As set forth 1n these regulations, _patent incentives, including

—

ERDA'S authority to waive the government‘s ‘patent' rights te the extent ptovided_ :
for by th.e statute, will be tutilizedftn appropriate .s.ituations at .the'time of con.— |
tracting to encourage industriai participatiovn. e In teference to the term- _
_“to the extent provxded for by the statute, " we 01te ERDA s authonty to waive
_ government patent nghts that is contamed in Sectlon 9 of the I-‘ederal Non—nuclear

: Energy Research and Development Act of 1974, This section provides that .
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: ‘..(é) -..w.heﬁev_ér. alny invention is madé or conéeived’ in the: '_cou'r_s'e_ of or |
uﬁder any contract of _t_he Admin’i’stration., other than Nu-clear Erieré? _ |
: research, .development , énd demonstration pursuant fo the Atomic
' -Eneréy Acﬁ of 1954 (42 IfSC Zbil_ et s.eq.)
‘_and‘ the Ad&:inisfrator de't:ennines fhat—--
- ';_(‘:, Under such regula;ﬁions in conformity wif_:h'the' pro‘viéiéns of this
sectio:i as the Adminis.trator shall prescfibé , the Administ;étor may w?zaive '
- all or any pért of the righté of_the'United States under this secfion with -
‘re:spect to'a.ny.invention oi' class of inventions made or whiéh may be
made by any .person- or class of per‘s-ons. in_lthe‘co_m"se of or undér 'E.my'
contract of the ._Administ.ration if he determines that thé int_e'rests' of
~‘the United States and ihe Qenera_l pﬁblié wil]_i_.best be éer\?éd by_-éuch

| waliv‘er.-'. .e Ih rhékirig ISuc_'h lde_tefxninatid.ns, thé Adﬁiinistxator shall have
.t}.1_e' following objecti\}és . | | |

" (il)'in thé c‘:as'e'of‘a n:o.n_p:.'ofit ec.lm-';atior.la].'.institutibn,'theex_fceﬁt to

N _which éﬁch i‘n_stitﬁtion‘ has a technoiog‘y transfer éé'pabiiity and i:rdgr‘a’m .
= :approiJed by fhe Adrlniniistrator as. being consistenf with fhe' épplicable |

policies of this section., "
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_ Ptnther,‘ coaéreSsional intent on this secticn, .is clarit'ied by the statement
thatﬁ'
;'The reference in subs'ect.ion (d) (11) to nonp'rofit edpcational ihstitutions.
with approved technology trapsfer ca'pabilities and programs is included |
amoag other reasons to assure that th-ese institu’cions would not be dis-
qualified from consideratioa for a waiver due to a lack_ of establishea |
‘commercial position or manufacturing capa-biiity. .The approval requiremeht

in the subsection is designed to assure that such insti_tutions do not
become a condu:‘rt for avoidance of the safeguards provided throuohout
the section. There is no iriteation for other lnonprofit or researc.h insti;-

| -tutions to meet any lesser standard ttlan required of other appllicants .

The proposed pohcies and proced"ms that the Ad'nims trator has announced

in the October 15 Federal Reglster are the same requlrements that are 1ntended '

to be imposed on forwpmfrt companies . Th_ese requirements of universities
that they not only have an approved program for te_chnology tran_sfer but, as
we_ll, twelve-otlrer_criteria, are tr_lconsistent with. the intent of Congress to
.provide spectal treatment to nonprofit edﬁcational_ institutioas . _We as |
urlive'rsities surely cannot meet or even demons.'trate' such criteria..
The proposed advarice waiver pro{rision ona Case—by—case Iaasis ig}nores

' the fact that unlverss.ty policies 1nvar1ab1y apply across the board and do

.' not d1stinoutsh between fie Ids of technology This approach is wasteful
of the time of the Administration and the uni_versities in contract neg_otiat’ions |

-~ because of the documentation_ requirements of the proposed regulations



.

Recognizing that a u.nivérs.ity either has 'or‘ does _not have-an effeétive_
_pol'ic_:y, case-by-case waiver detefminations involve corntinual duplicétion
of work. |

: A_S previous;y quoted, the prépos.ed.rules. r.egarding_ the Adminiétrator's
autho_rity to ‘\-R.raiﬁe' the government's patent rights in appropriate situations
are nof sufficiently defihitive for Contracting Offi¢ers to arri{ré at a standard
deéisiéﬁ. Some will define narrowly aﬁ-appropriéte situation, others bréadly.
Such determinations will be_ cr‘itic.al to a university af the time of contracting
-' sinc‘;e.the university's track record in license technology will be a primary
critefion in the .determination byf"the Cohtracting Officef of whether to include‘
.a iicense or deferred contract claﬁse. | |

- The propéséd rules do not recoghize'and are inconsistent with the prdposa_ls
set forth in the ]‘_ul;} 19_75 report of the Universi_t’y Patent Policy Ad Hoc Sub-
cofnnﬁttee of the_ Exec.utive Subc_ommittee of the .Committe.e on Gove.rnrhent
Pafent Pblicy of the Federal Council for Scien_c-e and Technology.

This rei:;ort recdmmends that executive ac'_;encie's adopt policies éﬁd rules

' redognizing that the publ_ic”intere.st will génz-:r’al.ly be bést served by'. perrnitﬁiné
univ_ersifieé With technologf transfer prograﬁls mee?t_ing the crite'ria. spelléd. |

' out 1n.the répor.'t"to retain .titlle fo inventi'ons. made u!_lder agency or administré-
. tion reséarch awards. | | :
| Thé.'c.:oncl_usions of the Subcommittee Reporf a.ré set forth beiqw in brief:
A. .C_'reation- of university technology trﬁnsfer_ éapébilities shoulci be

. encouraged.
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_ .B-. Agfeements 'permitting quéiified 'uriiversities to re_tailn titie to |
o inventichs would create an incentive to develop univefsity
- technology.transfer capabilities .
C. Additionél benefits would flow if qualified univers itie_s _retairi
- _;}dnciﬁali rights to resulting inventions.

1. Recognition of Co-sponsor Equities [ The Government often does

not provide the total costs of a research project and funds from

other sources must be used.]

2. Easeof Administration [Case~by-case decisions would be
eliminated, reducing administrative work for both parties.]

3. Use of'Royalties for Support of Scientific Research and Education

[t would be in the public interest for universities to generate and
‘retain income to cover their patent administrative costs and to

' support education and research from such income.]

4, Use of Management Capability for All Inventions [ Universities
‘would be able to use their management capabilities to transfer all
" their technology,. whether Government-s upporte'd‘ or not, thereby -

e

expanding utilization of inventions.]

5. Training .qf Further Tech.nolog‘y T;a-nsfer:Maﬁagers [1f uﬁi\}ersities
.are pefmit'tedito retain rights fo_ inventions, more personnel ip the
area Q.f techn.o.logy.transfer will be t.x.*airié.dl.] |
The Subdom.mittee spec:ifically recommended adoptio.n by all Gow}ernmenfc'
a'géncie_s of a poliCy p_ei;mitting qualified u_nix)er’sities to.retain title in :

: inventions under institutional patent agreements-
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§ “it is'.recommended thé.t the various executive agencies be advised |
tbradopt. policies and regu.lations recoénizing thatA t.he public interest
' Will hormally bést be_ s_erved. by allowing educational institutions with
a techhql_ogy transfer program ﬁeeting the general criteria set forth
belov} to-fe*;ain title to inve ntic;ns made in fhe course of or under any
Government gi'a ﬁt or contract.” |
Purtherr.nor'e,“ it is our opinion that. rules and procedures should not be
‘issued that require mandatory licensling of energy-~related patents .. The pro—.
‘visions of the Federal Non—nuclealr Energy Research and Development |
Act of 1974 'do not requik'é mandé_tory licensinlgl. As a mattér of fact-, we .
: conéidef tlh.at mandatory licensipg is ét cross ﬁurposes with the Energy
Reorganization Act of 1974 which states that the ijective 6f ERDA'pé;tent
- pohcy is to provide an ip@eptive to. stimulate c;,.pmmerc:_ia; ind_ustriafl de-
_.'vzé.lopment in"eneféy fields as w.e11> a.s to protect the public's. inferesf._
..As we interﬁrét mandatory licensing, it would require the patént owner to
' _grant a 1i§énse to any party desiring one Mandatory licensing can be
iﬁterpréted that_ a _patént O.WIIEI.‘ Will be required to forego injunctivle. re.lie;f.
- 'provided bﬁr the patent. statutes; If s_uch rules 'and\bfocedures for man'd.atory
 licensing are promulgéted_, the incentives of the limited mb‘nopoly graﬁted‘
by a ;Sate.m.: 'wo.uld be .destro yed. ..
i‘he .patent monopoly provides the owner with ability to licenée exclus iveiy

his invention to a licensee who is willing to invest time and money necessary
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to com_rn.erc.iali'ze his iﬁ\}er;tion. If mandaforg;.:-licénsing' were fequiréd,..the
" incentive provided to exclusive licensees would be lost and no cdmmerci'al |
orgé\n_iz'ation would .be .then willing to invest. its capitél funds in the
COmmércial deyelopment of a nonexclhsiv_e .license to an invention.

Moreovef; the public's intereét W§u1d suffer, since many worthwhile
inventions could not be commercialized. We urge you to consider the
exclusion of mandatory licensing of energy—relatéd patents frbm your rul e.s

~and procedures.,

.' Thank you for your consideration in allowing the Committee on G_overnmentél_

Relations to express our views and opinions on your proposed policies and

" procedures,



