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RATIONALE FOR- AMENDMFNT TO SECTION 18 (r)ﬂ- PATENT POLICY

_hSectlon 18 (r) of H. R. 12112 currently prov1des that.

. lDVEnthnS made or concelved 1n the course of or- under agﬁ“
guarantee authorized by this. sectlon ‘shall be subjtct to the

~title and watver requ1rements and condltlons of_Sec+1on 9 of ;
Co s Aer. T N | - o i
"Brlefly,'sectlon 9 of the Federal Nonnuclear Energy Research and _:%E
-Development Act of 1974 states that tltle to _any 1nventlons arlslng‘- i-%
”:under an ERDA c0ntract vests in the Unlted States governnent unless 33
h:the Aumlnlnstrator of ERDA walves all or any part of the rlghts.of 7;
the government to such 1nvent10ns._ Thus, sectlon 18(r) renders;° §
the sectlon 9 tltle and walver reéelrements appllcable to 1nvent10ns"t"?§
'under .a loan guarantee scheme, establlshlng government.ownershlp of
g
: patent rlghts for the new technology contemplated by the H R..12112 )
Joan gusrantee provisions. __-”;;:,s o ,-i.; ; T-fﬁ- 1
| The pr0posed McKlnney amendment to sectron 18(r) reads in ' §
- whole as follows- s . | . y %
"(r) Inventions made or'conceitea'in.the course of.or_under'a- _é

. guarantee authorized by this section shall not be subject to
the title and waiver reguirements’ and conditions of section 9 N
of this Act except in the event of a default as defined under SRR B s
subsection (g} of this section.” (Note: Proposed changes are 1

“underscored.) - K e ' '

The essential'change envisiOned by-the'amendment is to vest title
. to patent rlghts in the plogram participants rather than in. the

: government The plOVlSlono of sectlon 9 and QOVLanent entltlemtnt

to paLents plOdUCGd under Federal 1oan guarantees would be trlggeled




ouly 1n Lhe event of default. c

The need to redress Lhe balancegbetweenzroderal versus program

a'.parL101panL ownershlp to whlch the amendment 15 addressed has bcen

ffjcorroborated by the testlmony heard before the Subcommlttee on

5 Economlc Stablllzatlon of Lhe House Commlttee on Bankrng, Currency

f“and Hou51ng The fol]owrng statements were heard by Lhe”subcommlttee

T: on June 1976, regardlng Lhe patent pollcy under H. R. 12112-

N P Howard Bremer - Amerlcan Counc11 on Educatlon3ﬂf
_2.'_Edward Brenner - Association for the’ Advancement of
o _  Inventors and Innovation
'3;*CJOSeph A. Degrandl ~ American:Bar Association

4. 'W. Brown Morton, Jr. - Amerlcan ‘Patent:Law Assoclatlon
'5.__Raymond Woodrow - Society of’ Unlver51ty Patent Admlnlstra—
' ‘tors : G

:T:In addltlon,.ERDA has commented in- favor of the needed change.

' The pollcy ratlonale for the amendment is twofold Lhe change 2

is. demanded in the publlc 1nterest as well as 1n 1lght of the

- equ1t1es of the 51tuatlonr. Flrst the publlc 1nterest 1n the success

‘of the synthetlc fuels program set forth by H. R 12112 would best
-'be served by prov1d1ng for - part1c1pant retentlon of patent rlghts.
L Hr. Degrandl has testlfled that a program of technolog1cal deve10p~'

-d_ment 15 best promoted by securlty of 1nVent10n through patents.'

,prlse to invest’ cap1ta1 to develop and utilize technology.. Mr.

fBrenner; concurrlng;:stressed that to 1nsure program success thejd”
.dupart1c1pat10n of qualrfled entltles must ‘be encouraged.. The'patent
himeohanlsm would orov1oe the much needed 1ncent1ve to lure potentlal

;part1c1pants 1nto thelprogram.‘ Section 18(xr) in its present form in

-

'*fact dlscourages pllvate 1nvestment and 1nvolvement in the program

\E

.-Prlvate rlghts to tltle afford the V1ta1 1ncent1ve to prlvate entern-

S T IRT T——

?ﬁby allow1ng Federal entltlement to patents in depllvatlon of prlvate'




:polcal develOpment wh:ch 1mpedes the_necessary progress of Lhe

'rlghts-;_f”'T -

Mr Woodrow s testlmony elaborated on the need Lo aeeure‘

.agalnst dlSIUPthQ ouL51de 1nterventlon 1n the process of technolog—tgfﬁ

B program. Government ownershlp of“inventlons nelther prov1des thlS
'dprotectlon nor does 1t provmde the necessary energy, 1ngenu1ty.or-
Sklll needed to mcst effectlvely carry the proaect through to
"completlon._ Hence, sectlon 18(r) should be modlfled to permlt”ﬁ

f part1c1pant entltlement to patents - . : .

The strong preference for prluate retentlon of-patent rlghts.'d

is yet further buttressed by’ Mr Brenner s observatlon that the

gprev1ous cases of "Government Take Tltle programs ev;dence 1nstances-'

. of overwhelmlng fallure.'

Slgnlflcantly, the testlmony before the subcommlttee is under~*'

 scored by the concurrence ‘of ERDA 1n 1ts Fact Book Proposed Synthetlc

Fuels Commerc1a1 Demonstratlon Program of March 1976.- Thereln, it

- is stated that there"'

"is a need to prov1de an 1ncent1ve to flrms Wthh have made _
substantial investments in developing technologles which mlght
be commercially demonstrated under the Program....Outright '
Government acquisition of title to inventions under guarantees
could have a negative impact on the W1lllngness cf certain :
'companles to participate in the program..

Therefore, the publlc nnterest in the success of the synthetlc:
'fuels program compels the adoptlon of approprlate 1ncent1ves to'
-fencourage the necessary pllvate 1nvolvement “in the program. Vestlng
'tltle to patent rlghts'ln-the part1¢1pant deyeloper is v;tal to
-achleve thlS end. L

Second, the pollcy ratlonale 15 premlsed on the conceptlon that-

SR & 1s 1nequltab1e to permlt the Federal government Lo demand patent




;f,hunprecedented dlsplay of governmen

'n;ment thch is merely guaranteelng;loans to ?wn a part of theiﬁ“

aj-assets of Lhe party obtalnlng the guarantee 15 an unnecessary and

Brenner and Woodward Lestlfled that Jn the case of a 1oan guarantee,ej“

'“d the government has no. legltlmate clalm to tltle and that to enact

{ﬂ3 sectlon 18(r) as" currently drafted‘constltutes an - unwarranted

-elncur51on on the exclu51ve proprletary rlghts of 1nventors ,o thelr _

'dlscoverlesf
The consensus of the testlmony before the subcommltee demon—
strates the’ 1nequ1ty of sectlon lB(r) under whlch developers are’

:expected to ‘risk funds of thelr own or funds borrowed from prlvate

| “”sources whlle be1ng denled the avallablilty of tltle to thelr 1n—

'ventlons..-ERDA endorsed thls approach in 1ts Fact Sheet.

- "ERDA has 1nterpreted Sec. 9 of the Federal Nonnuclear R&D Act
..0f 1974, which requires ERDA to obatin. title to the inventions
made under its contracts, as not being: applicable to loan
" guaranties, because guaranties provide only limited financial

- assistance, rather than outrlght Federal support of all or most

of the cost project. It is not generally the practice for the
Federal Government to acguire title to incremental improvements
‘to existing patented technologies where such’ limited assistance

~is provided. For example, other government agencies, (e.g. HUD,
Maritime Administration, Department of Agrlculture,'SBA) that . .

administer loan guaranty programs do not acqulre patent rlghts
under agreements they have executed : .

The McKlnney amendment rectlfles the-situatiOn'SO as'togpiaCe
patent rlghts in the prlvate part1c1pant However} the policy

.ratlonale underlylng the change would shlft in- the event of default

n17power._ Fessrs. Morton,lBremer,i,ﬁ”
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 -as the choral govcrnmcnt wou]d Lhen bg bcarlng thc rlak of lmmodl,”

'ate loss as 1L does w1th a: dlrcctly flnanced project., The proposcd .

change to sectlon 18(r) would therefore recogn:ze the nced to-[f:i_ 

'__allow partlclpant retentlon of patents whlle prov1d1ng the mechanlsm '

. _to 1nv0ke sectlon 9 of Lhe Act ln the event of a default trlggerlng v

dlrcct Federal outlay of resources., The underlylng prlnc1ple 1s

to v1ew the 1nte11ectual Property as- collateral under the H R. 12112 -0"

. Joan guarantee proglam. Should default oecur, the UnltedIStates

governmentfmay claim:title,to“the patents under.Section 9 provisions. i
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