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KASTENMEIER SUBCO}~IITTEE APPROVES PATENT LEGISLATION TO PROTECT JOBS

92084 --46

D. C. -- Congressman Bob Kastenmeier (D-Sun Prairie), Chairman of the

House Judiciary Subcommittee on the Administration of Justice, reported that his Subcom-

mit tee today (September 20) approved legislation which would protect American jobs by clos-

ing certain loopholes in the patent law which encourage the manufacture in'whole or in

part of patented inventions outside the United States.

"Currently, loopholes in the patent law threaten American jobs in two ways," Kasten-

meier noted. "First, it is possible for competf.torsof a patent owner to duplicate the

patented process outside the United States and then market- the' resulting p-ro.duct in this

country. Such action not only infringes on the patent, it also has a negative impact on

the labor market insofar as products that would normally be produced in the U.S. are

produced abroad and then imported into this country.

"Secondly," the Congressman continued, "existing law permits copiers of patented prod-

ucts to avoid U.S. patents by supplying components of a patented product in this country

and completing the assembly of the components abroad. This, too, shortchanges the American

worker who would normally be assembling the product here at home."

The bill would close these loopholes by permitting a patent owner to recover damages
from an alleged infringer of a patent who markets a product in this country wMch--i-,,-a-,,~...t
suIt of a patent"process practiced' outside the U.S. It would also make liable for~ '\
~t infringement th()se who supply or cause to be supplied "all or a, substanti'a:Lp.orl;;i.on",
of the components of a patented product in a manner that could infringe the patent if such
a combination occured in the United States.

The bill, the Patent Law Amendments of 1984, is a combination of several bills intro
duced earlier this year by Kastenmeier, whose subcommittee has jurisdiction over patent law.

The measure also contains a provision whi~h would be beneficial to universities, small
business, and individuals who often cannot afford costly fees required to ,obtain full
patents on inv~ntions.

It would create a new section in the l~w establishing a procedure which would enable
an inventor to secure patent protection which would prevent others from patenting the
same invention, but would not permit the holder to exclude others from making, using or
selling' the invention. Such a procedure, in addtion to avoiding the costs and time nOTIrr
ally required in the lengthy examination process required for the granting of a patent,
would allow the government and the private sector ,to make inventions public knowledge,

,while permitting those with limited resources a new, less expensive alternative to the
traditional patenting of inventio'ns.

Kastenmeier predicted that the full Judiciary Committee would consider the bill soon
and noted that, since the Senate Judiciary Cowmittee was processing similar legislation,
prospects for action before adjournment of this Congress were good.
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\", AMENDMENT NO. __

S.L.C.

Calendac No.

puccose: To pcovlde pcoceduces ce',1acdlng patent licenses an::!
Invent.lons owned by t.he Govecnment.

IN THE SENATE OF THE UNITED STATES--98t~.COng., 2d SSss.

S. 2171

TO amend title 35 of the United States co::!'! for' the puc pose of
, cceat.ln'g a unlfotm polley and pcoceduce concecnlng pat.ent
clghts In invent.ions developed with Fececal ~ssistance, an::!

'foC' othec pueposes.

Refeeced to the Committee on an::!
ocdered to be pcinted

Ccdecedt.o lie on t.he t.able and t.o be pelnted

Amendmen4 In the Natuee of a Substitute intended to be pcopose::!
by Mc.Mat.hias

'VIz:

1

2

3

4

5

'5

7

8

Stcike out all aftec the enacting clause and Insect In

lieu theeeof the followIng:

Th~t chaptee 18 of tItle 35, United States Code, Is,a~ended--.- '. ~ .
~

(1) by adding '~oc any novel vaclet.y of plant which

is oe may be pcotectable undet the Plant Vaciety

Peotect.lon Act (7 U.S.C. 2321 et. seq.)" immediat.ely

aftec ·'title" In section 201 (d);

(2) by adding ": ~~Ylg~g, That. In the case of a

9 vacietyof plant, the date af det.ecmlnation (asdefina::1

10 in sectIon 41~(d) of the Plant Vaclety Pcotectlon Act (7

11 U.S.C. 2401' (d») must also occuc duelng the peciod df

12 contcact pecfocman:::e" Immediately aftec ' 'agcee'11ent' f in

13 section 2131 (e):

14 (3) In sect.lon 202 (a), by stelklng out "oe" befoce

15 "(11)" and insecting befoce the ~eclod at the end of

1'5 the fiest sentence the following: "oe (Iv) when the

17 conteactoc is not lo:::ated in the UnIted States oc does

18 not'~ave a place of business located in the United

19 states"; and

23 (4) by amending pacageaphs (1)' and (2) of section 232

21 (b) to cead as follows:

22 "(b) (~) The ~ight~ df the Goveen~ent undec subsection
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. 1 (a) shall not be exec-cisect bya Fedec-al agen:::y unless it

2 fUst detec-mlnes that at least one of the conditions

3 identified in clauses (i) thc-ough (iii) of su~section (a)

4 exists. Except in the case of subsection (a) (iii), the

5 agency sh~l1 iHe with the"Secc-etac-y of Commec-ce, within

6thic-ty days aftec-the awac-d of the applicable fundin1

7agc-eement,a.copy of such detet"minatlon. In the :::ase of a

8 detec-mination undec- subsection (a) (i1>, the statemen t Shall

9 include an analysis 1ustlfying the determination. In the case

10 of detec-minations appli:::able to funding agc-eements with small

11 business fic-ms, copies shall also be sent to the Chief

12 Counsel foc- Advocacy of the Small Business Administc-ation. If

13 the Secc-etat"Y of Commerce believes that any individual

14 detec-mination ot" pattern of determinations is contt"ac-y to the

~'(2) Whene~ec- the Administc-atoc- of the Office of Fedec-al

Office of Fedet"al Procuc-ement policy, and t"e:::ommend

policies and ob1ectives of this chaptec- or othec-wise no~ ,in

the head of the agen:::y concec-ned and the Administc-atoc- of the

coc-c-ective actions.

Pc-ocurement Policy has detec-mined that one Ot" mOt"e Federal

conformance with this chaptec-, the secretac-y shall so a~~lse,. . .

arJenc!es at"e utH,l.zing the authority of clause n) Ot" (n) 0 f

.23'· subsection (a) of this section in·a mannet" that is contc-:!c-y

~'" 15
,

15

17

18

19

23

21

22

24 to the policies and ob1ectives of this chaptet", the

25 Adninistc-atoc- is authorized to issue t"egulations describing

25 classes .of situations in which agencies may notexec-cise the

27 authoc-ities of those clauses.";

28 . (5) by amending pat"agraphs (n, (2), (3), and (4) of

29 section 202 (C) to read as follows:

33 •• (1) That the 'contractoc- disclose each sub ject

31 invention to the Fedet"al agency within a reasonable tine

32 after it becomes known to contractoc- pec-sonnel

33 c-esponsible foc- the admlnlstc-ation of paten~ mattec-s, and
I

that the Federal Govetnment may receive title to any
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Fedeeal agency) whethec the conteactoc will cetain title

to a subject invention: f£QYiQg1, That in any case wheee

subject invention not disclosed to it within such time.

"(2) That the conteactoe ma~~ a weitten electi~n

within two yeaes after disclosuee to the Fedeeal agency

(oe such additional time as may be appeoved by the

•179823.359

publication, on sale, oe public use, has initiated the

one yeae statutoey peeiod in whichvalld patent,

9 orotection can still be obtained in the united states,

1~ the peeiod foe election may be shortened by the Fedeeal

11 agency to a date that is not moee than sixty days peioe

"12 to the end of the statutoey peeiod: hong !2cov!.deg f.!.lC!.tl~c,

13 That the Fedeeal Government may receive title to any

.\.-

1

2

3

Ll

5

6

7

14 subject invention in which the contractoe does not elect

15 to retain rights or fails to elect eights within such

16 times.
:.,=.:. --

'17 "(3) That a conteactoe electLng rights in a Subject

18 invention agrees to file a patent application prior to

19 any statutory bae date that may occur undee this title

23 due to publication, on sale, oe public use, and shall

21 thereaftee file coeeesponding patent applications in

22 othee countei~s in Which it wishes to eetain title within

23' eeasona'ble times, and,that the Fedeeal Government iltay

24 eeceive title to any subject inventionS in the United

25 States oe othee countries in which the contractoe has not

26 filed patent applications on the subject invention within

27 such times.

28 "(4) With eespect to any invention in Which the

29 contractoe elects eights, the Federal agency shall have a

3~ nonexclusive, nonteansfeeeable, ieeevocatrle, paid-up

31 license to peactice oe have peacticed foe or on behalf of

32 the United States any subject invention throughout the

33 woeld: !:l:QYlgg1, That the funding ageeement may peovide

34 for such additional eights, including the ~ight to assign
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1

2

3

4

5

6

oc- have assigned fonign patent c-iqhts in the subject

invention, as ac-e ::lete"c-mined by. l:he agency as necessac-y

foc- meeting the obligations of the United States undec

any tt"ea ty, intec-national agt"eement, ac-c-anqemen t of

coopec-ation, memot"andum of undet"standing, oc- similat"
. .

at"t"angement, including militat"yaq::-eements c-elating to

7' weapons develooment and-pcoduction~'.'.

FAiR : ~,~.2±~~~i;£gi~-i~~j;t~lfI9~rf~~)C??;e\f#t~·~":~"~1~0~:j;t:~;:"f,~..$j=~%'~'~;::-c{_n;< .~:::: f6 T' 1'£'2ft

(6) by stripng out "may" in section iRlt(El:ii 202(c)(5) and inserting

in lieu t~eof "as well as any information on utilization or

efforts at obtaining utilization obtained as part of a proceeding under

section ill. 203 of this chapter shall";,,

!"'>5:-~::3:===;,~<~;?!::;!~~gt'f~:;'&':;:f;;;
9 \..of S8GUQr=t 2;J2.· -

oc-

the public

deteCminations

the public and

Q

dec- at least the

agency shall

tlnpcoflt
/

Vthat the
/

/

and the geQ€c51 public w~ll be
/

/
fundin:Y:agCeement involves

int v~~e ceseat"ch 0(" the
-//
/made a substantial

y detel:"mines

business Ht"m

uch a waivet" ~1th

the w

, the agen

Fedet"al agency may at any time w~ive allot" any

t" igh ts of the Un1 ted States undet" ··subsectlon~.( // .
/

/
s section to any sutlject inventions made .undet"/a/

/
funding agt"eem~nts 1f ()1/such

"(ii> pc-omoting the com~ec-cial utilization

"(iii) encoucaqing part~cipation by ~t"ivate pet"~ns,

ac-ch pt"ogl:"am 1n the sho~test pc-acticable

~ undec the funding
~

of.

inventions; and

~

best sec-ved theceby; d

.... --

ventucet" is cequiced toma~

intec-ests of the

cosponsoc-ed, cost shacin

o("ganization, an

~~ent Ot" class of

agency is a~~c-ized to make

contcactoc Ol:~ than a small

18

25

19

23

17

15

16

27 following obje

28

29

30

31

32

33 /j
•

13

21 contcibut10nof

rH! fai-mo....t

12

23

26 :In::lec

11

24subsect10n. Such c-ecoc-d~hall

. shall be pet"iodicall~Pdated.

13

22~

'1 tI
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1

2

5

;::::::I2:~L~6~~ntal, C~

4

5

5

3 (d) ~y st~~Kinq out "and which Is not, itself,

engaged in o~ does not hold a substantial Inte~est in

othe~ o~ganizations engaged in themanufactu~e o~ sales

of p~oducts o~ the use of p~ccesses that might utilize

the invention o~be In competltionwlth embodiments of

! the invention" in clause (A) of section 202 tC) (7);
I _ ,.: •

mt ..·A·.-.....,.;gijx::.:= 1.It, - .'";.:,.~;-,..~,...-;._-.c:!-~~,.,.:,";-.,";.t.~"';,;o.~~.rtr.:,;.~':n;.

(8) by striking; out the words "five" and "eight" from clause (B) of

section 202(c) (7) and inserting in lieu thereof the words "ten" .and

"thirteen" respectively; ..._~~_~~~""'''' ..._7.. ~7',' .~:_%
---=.,"=~.:::"', ..... :<":,~'f:~~, .. -- .' ,t-·_- :- -;~:jt~:: .{;-~: :!).,:, ~:;:;:., - c,':: d".,.",?;;rl"~" . '-'~~;:.;.,~,;~?;~, :,c :'F~-:---' ~ '.,..~~·;;~t-_""_",::O:,--_:·,,.~.;.~~\ sh

t··: -;.,:

!

(9) by J' &§8 striwking out everything a~~eF=~fte=5eaieeieft=.insection 202 (c)(7)

after the semicolon at the end of clause Ie) of that section and inserting
'.;:.

in lieu thefeof "(D) except with respect to a funding agreement'· for the

I
i
•

operation of a Government-owned-contractor-operated facility, a requirement
'--""

that the balance of any royalties or income earned by the contractor with

respect to subject inventions, after payment of expenses (including payments

to inveritors) incidental to the administration of subject inventinns, be

utilized for the support of scientific research; and (E) with respect to

. a funding agreement for the operation of a Government-owned-contractor-
(i) m:

operated facility, • requiremen~tha~fter payment of patenting costs,

licensing costs, payments to inventors, and other expenses incidental to the

administration of subject inventions, 100 percent of the balance of any

royalties or incomes earned SHand retained by the contractor during any

fiscal yearlup to an amount equal to five percent of the annual budget of

the facilitY,shall be used by the contractor for scientific research,

development, and education consistent with the researarch and development

mission and objectives of the facility, including activiies that increase

the licensing potention of other inventions of the facility; provided that

if ~Bss9assaBe said balance exceeds five percent of the annual budget

of the facility h an one fIscgl, r, than 75 per cent of such excess

shall be 'payed to the Treasury of the United States and the remaining

25 percent shall

this clause (E);

be used for the same purposes as described above in

J')
an ~that, aSs to the extent it provides the most effective

technoclloygy transfer, the licensing of subject invent:ions shall be administered

by contractor employees on location at the facility.

'~"""'",",-,--
··--~""'~""':~.~";"",",,.;"-"':k~~.·_,r,"7~· ..... ,.. _.~..,. '-'~--'-'-":'" .......... - "---"':" "..~~'-'
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--e'g /" '((6)~ by adding at the end ofsectlon 2J3 the

10 following:

11 "A determination pursuant to this section shall not be

12 considered a contract dispute and shall not be subject to the

13 Co~tract nlsputes Act tq1 U.S.C. 601 et seq.). Any

1q 'contractor, assignee, or exclusive licensee adversely

1S affected by a determination under thissectlon may, at any

16 time within sixty days after the determination is issued,

17 file a petition in the United States Claims Court, which

18 shali have jurisdiction to determine the manner de novo and

19 to affltm" reverse, or modify as appropriate, the

2e determination of the Federal agency.";I' ' , '
21 v.n by amending section 236 to read as follol/s:

22 "5 206. Uniform ,~lauses a~d regulations

,'23 "'The' Secretary of Commerce may issue regulations ,whl'::h

2q may be made applicable to Federal agencies im~lementing the

25 provisions of sections 202 throuqh 20q of this chapter and

26 shall establish standard funding agreement provisions

27 required under this chapter. The regulations and the standard

28 funding agreement shall be subject to public comment before

(--

<~

29

30

their issuance.";
Ii-.em in section 207 by inserting "(3)" before (-

31 "Each Federal" and by adding, thefollo\ol ing new

32' subsection at the end thereof:,

33 "(b) For the purpose of assuring the effective

3q management of Government-owned inventions, the Secretary is

. -.::--

','

"

\

~~·'}~~{~;~~t~

•

.'.'-
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l1uthorized to--

5
S.L.C.

'-·'1

2

3

II

5

6

7

8

9

13

11

12

13

111

"(1) assist Federal agency efforts to promote the

licensing and utilization of Government-owned inventi~ns,

"(2) assist Federal agencies in see~ing ~rotecti~n

and maintaining inventions in foreign countries,

inclUding the payment of fees and costs connected

. therewith, and

"(3) consult ~ith and advise Federal agencies as to

areas of science and technology research and devel~pment

with potential for c~mmercial utilization.", and

C~ in section 238 by striking out "Administ~ator
of General services" and inserting in lieu thereof,

"secretary of Commerce".

Sec. 2. ca) Part II of title 35 of the Ur.ited State~ .C~de-- ~~ .
.-.....

L.:-'-

15i5 amended by adding at the end therebf the f~llowin;:
~

16 "Chapter 19--Licensing and Assignment of La~orat~ry

17 Inventions

-'Sec.
"212. Cooperative research and develo~~ent ~rogcams.

"213. Duties of the ~ecretary.

"2111. Definitions.

18 "5 212. Cooperative research and development pr~gra~s

19 "ca) The head of each Federal agency Is aut~orlzed to- ~ .

23 permit. the Clirect.ot;:.6 of laboratories which are o;Jerated by

21 employees of such agency and which have adequate
".

22--ad~inistrative capabilities, to co~mit such laboratories to

23

211

25

26

27

28

29

33

31

32

coo;Jerative research and development. arrahge~ents on ~atterz

of mutual interest which are consistent ~ith the lab~catory· 0

mission. ~ith other Federal laboratories. unl~s of State ~r

local government. indust=ial or;anizations. universities, ~c

other organizations or individuals including licensees of

la~oratory inventions or general partners of research and

development limited pactnerships.

"C~) In the course of any arrangement ent.ered in~o

pursuant to subsection Cal. the~ the la~oratory
~ay--
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1

•

- T -
:;) __ e __

7

"(1) accept funjs,se~vice~, ~n~ pr~pertyfrom

2

3

II

5

collabora~ing en~i~ies; and

"(2l grant ~atent licenses or assign future o~

exis~ing ownership ri~ht5 in anYl~boratorY invention in

5

7 " (C) In the cou::-se of any arranc;;e:rent en!.eL.::

8

'3

121

11

12

13

111

15

15

17

18

19

2"

21

22-

23

211

25

25

27

28

29

33

pursuant to subsec~ion (a), the laboratory sh~ll--

"(1) require ~oyalties from an

assigned under any arran;ement maje u~der SUbsection (~l,

and shall dispose of royal~ies received ~s follows:

"(A) pay at leas~ fifteen percent of the

royal~ies receivec each year by the iabora~ory on

account of a l~borato::-y invention .t::J .the laboc:l.tJ~y

inventor of such invention:

"(3l of all royalties reT-ainin; after t~e

paymeo~ pursuant to 5ubsec~10n (al, U3e such

royalties to fund any missioo~celatej cesearc~ ~nd

development of the laooratory, support eT.ployee
,

c~velopment and ecucation, reward e~ployees for

inventions of value to the GoverOT.ent that will not
:-

produce royalties, or further scien~ific exchan~e,

and

"(C) deposit all other royal~ie5 in the Unltej

States Treasury; and

W(2) allow a laboratory inventor to own--subject to
reservation by the Government of a non-exclusive, non
transferable, irrevocable, paid-up license to practice or have
practiced for or on behalf of the United States throughout the
world--patent, and develop a laboratory invention which th~

Government has the right to own but for which the Government ha~
.determined not to seek a patent under this title for itself, and

31 "(3) report-annually to the appropriate oversi~ht

- 32 - anti appropriations committees of the Sen~te and t~e House

33 of Re~resentatives detailing the a~ount of royalties

311 received and the expenditure of such roy~lties.



,-
,"

"~213. Duties of the Secretarv. .
" (a) The Secretary of Commerc"e. ir, consultation wi th

other Federal agencies and after opportunity for pUblic

•
<::::r
I
\

comment, shall issue, monitor, and amend, as necessary,

guidelines for voluntary use by the Federal agencies for

early determination of the commercial potential of new

~esearchers regarding potential inventi.ons"t.- and
.~

by the

increase the a~areness of laboratory

technigues and procedures to use to aid in the

__DE"eLOf'~D AND

trainin9 courses to b~administered

" (h)

" (2)

"(1)
\
I

i
technologies generated in performance of Federal laboratory !

I

I
I
\
1~

j

I
I

i
i
i
\

secretary to

research:

"(B) communicate the essentials for options

for commercialization which are available to the

Federal laboratories:
I

"(3) provisions for the disposition of inventions

pursuant to clause (b)(2) of section_212, including

the protection of the Government's interests, as necessary.

"(b) The head of each Federal agency, upon cons'.Jltation

with the Secretary, may adopt. supplement or revise the 9ui6e-

lines issued pursuant to. cla'.Jses (a)(l) anc (3) of this section

consistent with the mission of the Federal cgency concerned.

<---
"(c) The Secretary shall, '.Jpon request, furnish advice and

27

assist.ance to laboratory directors pu'rsuant to section 212.
~ -

•• ~) The Secreta~y shall submit an annual report to the "'"
28 ?resicent and Congress on the,activities anc acco~plish~ents

29 of the cooperative research and development iJro~r3.m.

30 in=ludinG technolo~ies being developed throu;h cooperative

31 research and develop~ent arrangements made under the .

32 authority of section ii2~ and recom~endations for le;lsl.t~ve

33 changes if deemed deslcable. The firs: such reports Shall ~e

3q su~mltted one year after the date of enactment of this
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9

commeccial use: and

such tItle;

invention;

Govecnment employees;

t.~-::t:1~
",

pcotectabie undee this title, and is ceejetable

?edee-al Agency foc detee-mination of ownee~hip;

"(4) 'laboe-aLocy inventoc' means a ~overn",ent

"(6) 'seccetae-y' means the seccetacy of Com~ecce.".

"(8) license oc assign labocaLory inventions foc

ceseacchand development, oc

." (A) apply cesoucces to conduct ~pecifled

employee of the laboratoe-y-who has made a laDoca~ory

labocatocy and one oe- mace non-Fedecal pacties undee-,.

accangement' means any agceement between a reaee-al

"(~) 'cooperative ceseacch and development

and tr.e militaey depact~ents as defined in section 1~2 of

"(1) 'Fedee-al agency' ~eans any executive a;ency as

aefined in section 195 "of title ~, U~itej States Code,

"(3) 'labocatocy invention' ~eans any invention oc

is the pee-foe-~ance of e-eseacch an= development.by

used by a redecal agency, a substantial purpose of which

"(2) 'laboe-atocy' means a facility o~ne=, le1sed, oc

disccvecy which is oc may be patentable or othecwise

(b) The table of chaptecs foc pac,: II of tltfe· 35-,' :Jnlted

·whichall pae-ties age-ee to--

"As used in this cha~tee- the tec~--

States Code, is amen::led by addin; at r.he end thee-eof the

following:

chapr.ee-.

"~ 214. Definitions

1

2

3

q

5

6

7

8

9

13

·11

12

13
'.

14

15

16

17

18

19

2"

21

22

23

24

25

25

27

28

29

33

"19. F.atents and Licenses Owned Dy t~e Govee-nment ••• 212".

31. . Sec. 3. (a) The Dicectoc of the Office of Pecsonnel

32 ~anagement shall, in coocdination with the Seccetacy of.

33 CO~ffiecce and r.he heads of Fedecal agencies with Govecnment
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1

2

3

II

5

6

7

8

9

1~

l'

12

""'- 13

111

15

16

17

18

19

.--

1"

ope~ated labo~aco~ies, p~omulqate such ~e~uI3tions,

=~lsistent ~ith the p~~visions of cha~tec l' of title la,

United States Code, and Executive O~cec Xumbe~ed '1222, as

ace needed to pe~mit Fede~al e~ployees to a==ept ~~yalty

~ayments and ~a~tici~ate in fu~the~ c~mme"ci3l effo~ts

~ega~ding thei~ inventions.

(b) Fede~al employees who accept such ~oyalty payme'1ts o~

pa~ticipate in effo~ts to comme"cialize ~hei~ inventions

pursuant to such ~egulations shall not, ~ecauze of such

ac=eptance o~ pa~ticip3tion--

(11 be deemed to be in violation of =hapte~: 11 o!

title 18 of ~he Uni~ed States C~de, o~

(BIsection '1211 qf title 1~ of the United States

Code, o~

(Cl implementing ~egulati~ns·unde~ these

sections.

2e (cl Fo~ the pu~poses of this section "Federal

21 e~~loyees" shall"in=lude a "special Govern~ent empl~yee"

22 as defined insectlon 202 of title 18, United States Code.

23 Sec. II. All agencies of the Fede~al Gove~nme'1t ~re

211 'autho~ized and di~ected to assist the secreta~y of Commerce,

25 the birector of the Office of Personnel ~an3~emen~. ~nj the

25 directo~s of Federal labo~ato~ies'in execclsln~ thei~

27 ~esponsibilities unde~ sections 2 anc 3 and the amendments

28 made by such sections.


