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"Mr. Chairman and Members of the Subcommitiees:

I am Joseph'A._DeGrandi, a_practicing'attorneyuhere‘in

'Washington, and -a member-of the Council of the'Sectien on

Petent, Trademark and Copyright Law ef the-Aﬁericéh Bar-ASSOH,

~ciation. Accompanying me iS'Gepe . Stockman, a Wash1ngton

attorney and member of the ABA Paren . Trademark and Copyrlght
Law Sectlon. It is a prlvilege to appear before you on behalf

of the Association to express our views on Section 18(x) of

‘H.R. 12112.-

H R. 12112 would amend the redelal Nonnuclear gnergy

Research and Development Act of l97ﬂ (42 U g.C. 5901, et seq.)'

*mby addlng a new Sectlon 18 authorlzlng e‘loan guarantee pro-

gram- for the development of sYﬁthetie fuels. The American

Ber:Associationfopposes'Sectidn'lS(r)‘of the bill'which provides7 

that “Inventlons made or concelved in the course of or under a

' guarantee authorlzed by thlS Sectlon shall be subject to the.

tltle and Walver-requlrements_end condltlons of Sectlon 9 of

this Act." Under Section 9, title to ahy inventions mades or

- conceived in the course of or under any contract vests in the. -
- Government unless the Administrator of ERDA waives all or any

o part-ijthe rights of the Government to such inventions.

The American Bar'Assbciation:believes”the application. of
the'provisions ef'Section 9 to loan guarantees constitutes an

unfair and inequitable allocation of patent rights in favbr_of

‘the GCovernment which would discourage participation by private




T

7 wa

enterprlso in. the. 1oan guarantee program. -Seotion 18(r) there-

fore should be deleted from H;R.'l2112'and Seotion lB{g)(é)}

"-relathq to default by tbe‘borrower, amendeo accordlngly

The American Bar Ass Clathu has consrstently taken tne
position with regard to patent righ ts under Government sponsored‘_-

researoh that the progress of he useFul arts lS best promoted‘

:when inventors .are- made seoure 1n the exclnsrve right to thelr
_dlscoverles. The proteetlon of such exolrsrve rlghts_affords'
a V1tal 1ncent1ve to prlvate enterprlee to assume the economic'
.3rlsks 1nvolveo in. oeveloplng new: products, in 1ntrodu01ng them'
to the pnbllc, and in promot;ng thelr_use,d Th197p051tlon-was,

reaffirmed as recently as 1973.

“Legislative provisions such as tho e contalned in Sectlon-S

of the 1974 PCL; oenerally follow the gu1delines set forth in

'the Pres1den s Statement of Governmen_ Patent Pollcy of

August 23, 1971 and ba31cally are 1ntended to VeSt tltle in the

-:Government to only those 1nventlons developed under federally

' financed research and“development contracts where federal funds
are aotually utilized Government 1oan guarantees, however,
fare far removed from those situations in whlch the Government
'15 flnan01ng,.1n whole or in part, research and development

.programs. Under a loan guarantee, the Government is not -”

actually 1nvest1ng any publlc funds but is only enterlng 1nto _"

‘a flscal arrangement srmllar to an 1nsurance program whereby the
‘1oan_ls guaranteed to the_lender in case of defaultrby the -

.“borrower.'_The purposedof the loan”guarantee;isdto encourage




;nthe conduct of lncependent reeearch. denelepment or.aemonetra~
tion work by prlvate enterprlse whlch 15 npt for or on behaif'
fof the Government. Under tbe C1rcum9tances,-the Government
.haseno&legitimate basiS'for < elmlng trtle to any 1nventlons. r“
"B loan guarantee 15 a- comr“n flSCal arrangement in commer—e
“eia1.transactlons. In the event of a derault the guarantor .
_18 entltled to recover any pa‘”ents under the guarantee from
ethe assets of the deraultlng bor ower._-Sectlon 8(g) (4) of
the. blll maLes it clear that anvy lnventlons and patents'thereOn;
. and technology'resultlng_from &ny demonetration'ﬁaeility ehall.
be treated as'project aesets_oi eueh faeility;'.ACCOrdingiY; 

-in.the'event of defeult, patents as Welitas;any other nrojeet

-i assets mey e appronrlated to_ ecover the amounts of- any

payments'made uneer the guarantee: Thls is as.far aS'the bill'.
: snould Qo regarding'patent rights. Slnce no. other assets of
the pro;ect for which a guara;t,e has been made are consxdered
to'be government property,-there is no reason Why patents
should.ne so considered. | | |
Certainly”any arrangement-whereby a'party_mereiy guaran-—

teeing repayment ef.atloan.wonld'end up eWning_aipert.of_the.
.assets of the perty obteining.a loan, inwthe-abeence of a
default, would represent a raelcal departure from the realities
of present day commerce. Such extraordlnary ekercise.of.

governmental power shonld only be exercrsed,'if at all, by a

showing of compelling circumstances. Such compelling circumstances

- are not present with respect to inventions.




It is the view of the Amerlcan Bar.As OClaLroa.that the
apbllcatlon of the prOVlSlOHS of Sectlon 9 to any 1nventlon5
. made under a loan guarantee conse1+utes an- unwarranted invasion
of the exclu51ve rlGh s of 1nvee-ors-;0 uhelv dlscoverles  |
which would 1mpede Lbe progress or tﬁe useful arts. The result
of app]ylnj Sectron 9 to 1oan guarantees voulﬁ be to substan—
tlalry lessen the amount of part1e1patlon by prlvate enterprlse.
in the loah-guarantee program, Lhus frustrarlng the prlmary
.ebjeetive'of“the biil; i;e.} to promote the development.of
_synthetic fuels: It is the conviction of the A55001at10n that
commarcial use of aay 1nventlons develoPed under any pro;ect

‘subject to a loan guarantee woulu be post effectlvely promoted

by permlrting tltTe to sucn 1nveh*10ns e remawn vested in the

1nventor‘rather than‘tbe-GoverD“ent | |
Accordlngly, the Arerlcan Bar Assocratlon strongly urges E

.fhat Sectlon 18(xr) of h R 12112 be deieted and Sectlon 18(9)(4)

 be amenaed by eeletlng reference €O Sectlon 9

| I want ‘to thank the Subcomnlttee for this opportunlty to

 'appear.before-you.- Mr. Stockman and I would be happy to address

' any quesrlons you may have..




