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é'?TH CONGRESS HOUSE OF RE‘PR_ESENTATIVES REPORT
Ist Session No. _97 7379, Part 1

‘“UNIFORM FEDERAL RESEARCH AND DEVELOPMENT
h UTILIZATION ACT OF 1981 ‘

——————, Ordered to be printed & L

Mr FUQUA from the Commlttee on Sc1ence and Technology, _
e e submltted the followmg o

REPORT

together with
ADDITIONAL_ VIEWS

[To aceompany FLR. 4564 which on September 23, 1981 was referred jointly to the
_ Commlttees on the Judwnary and Sc1ence and Technology]

[Includmg cost estlmate and Comparlson of the Congressmnal Budget Office}

The Commlttee on science and Technology, to Whom was jointly
referred the bill (HLR. 4564) to establish a uniform Federal system for
_management, protection, and utilization of the results of federally
sponsored scientific and technological research and development;
and to further the public interest of the United States domestically
and abroad, and for other related purposes, having considered the
same, report favorably thereon with an amendment and recom-
mend.that the bill as amended do pass '

The amendment is ag follows: ' ' '

"-Strike out everything after the enactmg clause and 1nsert in lien
thereof the followmg

That- this- Act may be cited as the “Umform ‘Federal Research and Development
Utﬂlzatlon Act of 1981” ' _
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CTITLE I-POLICY
Sec 101 Fmdmgs .
Sec. 102. Declaration of purpose.

TITLE II—FUNCTIONS OF THE OFFICE OF SCIENCE AND TECHNOLOGY POLICY AND

THE FEDERAL COORDINATING COUNCIL FOR SCIENCE, ENGINEERING, AND

TECHNOLOGY
Sec. 201. Federal Coordinating Council for Science, Engineering, and Technology.

TITLE II—ALLOCATION OF PROPERTY- RIGHTS: IN INVENTIONS RESULTING ‘FROM
FEDERALLY SPONSORED RESEARCH AND DEVELOPMENT :

Sec. 301. Ownership and rights of the Government AR

Sec. 302. Rights of the contractor.

Sec. 303. Waiver.

Sec. 304. March-in-rights.

Sec. 305. General provisions.

Sec. 306. Judicial review.

Sec. 307, Contractor’s payments to the Government

Sec. 308. Background nghts

TITLE IV—DOMESTIC AND FOREIGN PROTECTION AND LICENSING OF FEDERALLY
OWNED INVENTIONS ;

Sec, 401, Author;ty of Federal agencxee

Sec. 402. Authority of the Secretary:.of Commerce in: cooperatlon w1th other Federa! agencies.
Sec. 403. Authority of the Admihistrator of General Services.

Sec. 404. Grants of an exclusive or partially exclusive license.

TITLE V-—MISCELLANEOUS

Sec. 501. Definitions.

Sec. 502. Relationship to other laws.
Sec. 503. Identified Acts amended.
Sec. 504. Effective date.

. TITLE [—POLICY

FINDINGS

SEC 101 The Congress, recognizing the profound 1mpact of science and technology

on society and the interrelations of scientific, technological, economic, social, politi-
cal, and institutional factors, hereby finds that—
(1) inventions. in. sclentlﬁc and technological fields resulting. from. work per-
formed under Federal research and development programs constltute a valuable
- national respurce;
. (2) Federal pol1cy oni the allocatmns of rlghts to inventions resultmg from
" federally sponsored research and development sholld stimulate inventors, meet'
the needs of the Federal Government, and serve the public:interest; and :

(3} the public interest would be better served if greater, efforts were mecle to..
- promote the commercial use of new technology resulting from federally Spon-
- sored research and- development both in the Un1ted States and forelgn coun-

'a--tnes, as approprlate" :

' DECLARATION OF PURPOSE

Sec. 102. It is the purpose of this Act to— - : :
. (1) establish a uniform Federal system for the management and use of the

“results of federally sponsored scientific dnd bechnologlcal research dnd develop-‘

.ment;
. [2) provide for uniform implementation of the provisiong of thls Act, and to
‘make a continuing effort to monitor such implementation; .

(3) allocate rights to inventions by contractors which result from federa]ly.

sponsored research and development so as to—

(A) encourage the participation of the most qualified and competent
contractors,

(B) foster competition,

(O reduce the administrative burdens, both for the Federal agencies and
its-contraetors, and

(D) protect the public investment in research and development by pro-
moting the widespread utilization of inventions;

(4) provide for a domestic and foreign protection and licensing program to
obtain commercial utilization of federally owned inventions, with the cbjective
of strengthening the Natmn s economy and expanding its domestlc and foreign
markets; and
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(5) amend or repeal other Acts and Execufive orders regardmg the ‘allocation
of rights to inventions which result from federally sponsored reésearch’ and
.~ development and the llcensmg of federa]ly ewned patents :

. TITLE II—FUNCTIONS OF THE OFFICE OF SCIENCE AND TECHNOLOGY
* POLICY AND THE FEDERAL COORDINATING COUNCIL FOR SCIENCE,
ENGINEERING AND TECHNOLOGY

FEDERAL COORDINATING COUNClL FOR SCIENCE, ENGlNEERING, AND TECHNOLOGY .

“Sre: 201, (@) The Federal Coordmatmg ‘Council for Sci ancé; Pngineering, and
Technology (established by section 401 of the Naticnal Science and ‘Technology
Policy, Organization, and Priorities Act of 1976 (42 U.S.C. 6651)) (hereinafter in this
Act referred to as the “Council”) shall make recommendations to the Director of the
Office of Science and Technology Policy (hereinafter in this t1t1e referred to- as the
“Director”), with regard to—

{1) uniform and ‘effective plannmg and " administration of Federal programs

. pertaihing to mventlons, patents, rlghts in -.echmcal data, and matters connect-

" _ed therewith;

@) umform policies, regulations, gurdehnes, and practlces to carry out the
_provigions of this Act and other Federa] Government objectives in the field of

" intellectual property; and -

“{3) uniformity and ‘effectiveness of 1nterpretat10n and implementation by indi-

- vidual Federal agencies of the provisions of this Act and other related Federal

Government, policies, regulations, and practices.” -

- For ‘the é)urpose of assuring effective management of Government-owned inven-
tions, the Secretary of Commerce shall chair a committee of the Councﬂ to formu-
late the recommendations regiired by this subsection.

(b) Recommendations regarding matters set forth in’ subsection (a) Whlch are
made by the Council and adopted by the Director shell be transmltted to Federal
agencies through appropriate channels, -

(¢) In order to carry out the responS1b111t1es set forth in subsec’mons (a) and (b), the
Council is authorized to—

(1) acquire data and reports from Federal agenc:1es on the interpretation and
1mplementat10n of this Act and related policies, regulations, and practices;

(2) review on its own initiative, or upon request by a Federal agency, Federal
agency implementation of the provisions of this Act;

(3) analyze, on a continuing basis; data acqulred by the Council; )

(4) consider problems and developments in the fields of mventmns patents,
rights in technical data, and matters connected therewith and the impact

" thereof on Federal Government policy or umform accommodatlon or implemen-

tation by Federal agencies; and
(5) publish anfiually a report on "Counceil efforts ﬁndmgs and recommenda-
*. tions made under thls sectlon )

TITLE III-»ALLOCATION OF PROPERTY RIGHTS IN INVENTIONS RESULT-
- ING FROM FEDERALLY SPONSORED RESEARCH AND DEVELOPMENT

OWNERSHIP AND RIGHTS 01.' TI{E GOVERNMENT

- 8EC.301. (2) Each Federal agency shall acquire on behalf of the’ Federal Govem—
ment, at the time of entering into a contract, title to any 1nvent10n made under the
- contract.if the agency determines that—

* (1) the services of the contractor are for the operatlon of Federal research and
dtevelopment centers, 1nclud1ng Govemment-owned research or production. facil-
1r1es; o

‘ (2) the rEStI‘lCthl’l ‘or elimination of the right to retain title to any sub_]ect

invention-is necessary to protect the national security nature of such activities;

. (3) because of exceptional circumstances, acquisition of title by the Govern-

ment is necessary to assure the adequate protection of the public health, safety,

) ofr welfare, recombinant DNA research being considered an exceptmnal c1rcum—

stance;

4) the principal purpose of the contract is to develop 6r improve products,

. processes, or methods which will be required for compliance with Government
. regulations;

’ {5) the contract is not to be performed in the United States, its’ possessmns, ‘or
_ Puerto Rico;

(6) the contractor is a business’ entlty that does not have a place of busmess

located in the United States, except that this paragraph shall not require an



-..-agency. to take an action in v10!at10n of existing treatles or laws of the Unlted
States; or

(7) the confractor is.or is’ sub_]ect to the control 0f a foreign governrnent
except that this paragraph shall not require an’ agency to take an action in
violation of existing treaties or laws of the United States,

The Federal agency may subsequent!y waive all or any pait: of the- rights of ‘the
Federal Government under this section 1, such 1nventmn m conformlty w1th the
provisions of section 303.

(b) In other situations not covered by subsection (a} each Federal agency shall
acqulre on behalf of the Fedeéral Governrment, at the time-of contracting— = -

(1) an agreement that, if the contractor elects not to file a patent apphcatlon
on a subject invention in any country, title {6 such an invention ‘shall be.
assigned to the Federal: Government, sub;ect to the, rights retained. by the
. contractor under section 302; and '

;. (2),an agreément that, if the _contractor: elects to hle a patent apphcatlon mj_
aceordance with section 302—

. {A) the Federal agency, under uniform regulatlons promulgated under
.section 305, shall have the right to require periodic writtén reports at
reasonable intervals and, when spécifically requésted by such agency under

such uniform regulations, reports on the commercialization or other form of

. utilization by the public that is being made or is intended to beé made of

any subject invention: Provided, That any such information shall be treated
by the Federal agency as commercial or. financial irformation obtained

- from a person and privileged or confidential .and not subject to d1sclosure

under the Freedom of Information Act (5 U.8.C. 552);

(B} the. Government shall have a nonéxclusive, nontransferable, irrevoca-
Dble, paid-up.license to practice or have practlced any subject invention
throughout the world by or.on behalf of the Federal Government, and may,
if provided in such.agreement, have additional rights to subhcense any

. - State or domestic local government when it _i§ determined to be in the

natlona} interest to acqmre such addltlonal r1ghts . .

RIGI{TS OF THE CONTRACTOR

" 8kC. 302 (a) Whenever a contractor enters mto a contract w1th a Federal agency
other than in those circumstances identified in section 801(a), the contractor shall
have the opticn of retaining title to any invention made under the contract. Such
rights shall be subject to the limitations set forth in section 804 and the provisions
of sections 301(b)(2) and 305. Such option shall be exercised by notifying the Govern-
ment. at the time of disclosure of the invention or within such time thereafter as
may.be provided in the contract. The Government shall obtain title to any invention
for which this option is not exercised.

(b) ‘When the Government obtains. title to an mventmn under sectlon 301 or
302(a), the contractor shall retain a nonexclusive, royalty-frée license which shall be
revocable only to the extent necessary for the Government to grant an exclusive
license. The contractor’s license to practice the.invention, or to have it practiced on
the contractor’s behalf, shall irclude the right to grant sublicenses of the same
scope to subsidiaties’ and affiliates within the corporate structure of the contractor’s
organization, and to existing licensees to whom the contractor 15 legally obligated to
sublicense or assure freedom from infringeément liability. < -

(¢) If a contractor does not exercise its option to retain title, the Federal agency
may congider and, after consultation with the, contractor grant. requests.for reten-
tion of rights by the inventor, subject to the provisions.of this Act, .

) In any case when a Federal employee is a coinventor of any invention made
under a contract with a nonprofit organization or a small businéss firm, the Federal
agency employing such coinventor is authorized to transfer or assign whatever
nghts it may valJ.H'e in the subject invention from 1ts employee to the contractor.

WA]VER : 'f

SEc. 303. A Federal agency may at any time waive all or any part of the nghts of
the United States under section 301(a) to any invention or class of inventions made
or which may be made by any person or class of persons under the contract of the
agency if the agency determines that the condition Justlfymg acquisition of title by
the Government under section 301 no longer exists of the interests of the United
States and the general public will be best served thereby. The agency shall ‘maintain
a record, which shall be made public and penodlcally updated, of determinations
made under this section. In makmg such determmatmns, the ageney “shall consuier
the followmg objectives. . T LT L BRI o ;
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il} encouragmg ‘the w1de avallabIhty to the public of the benefits of the
- experimental, developmental, or research programs in the: shortest practicable
" time; )
2) promotmg the commercial itilization of such inventions; :
(8} encouraging participation by private persons in the Government sponsored
experimental, developmental, or research programs; and :
. (4) fostering competition and preventing the creatlon or mamtenance of situa-
‘tions inconsistent with the antitrust laws

MARCH-IN-RIGHTS "

SEC 304 (a) Where a- contractor. or inventor has elected to retam title to an
invention under section 302 or 303, the Federal agency shall have the right, pursu-
ant to regulations and subject to the provisions of subsection (b), to grant, or require
the contractor to grant, a nonexclusive; partially exclusive, or exclusive license to a
responsible applicant or applicants, upon terms reasonable under the circumstances,
if the agency determines such action is necessary-—

-+ (1) because. the -contractor has not taken, or is not expected to take within a
reasonable time, effective steps to achieve practical application of the -subject
invention;

(2) to alleviate serious health; safety, or welfare needs which are not reason-
_ . ably satisfied by the contractor or its licensees or otherw1se required for the

. protection of national security;

" {(3) to meet requirements’ for public use SpBClﬁEd by Federal regulatlon which
are not reascnably satisfied by the contractor or its licensees; or

(4) because the actions of the contractor beyond the exercise of the exclusive
rights in the invention have created of maintained a situation inconsistent with:
the antitrust laws. o

(b} The determinations required under subsection (a) shall be made upon the basis
-of such information as may be presented by the contractor, an interested party, or
any Federal agency. Such determination shall be made after public notice and
opportunity for hearing if such a heanng is requested by any.interested person
Jjustifying such a hearing. . . . ) . .

GENERAL PROVISIONS

SEC 305 (&) The ‘allocation of property rlghte in subJect 1nvent1ons shall be
determmed by uniform regulations; issued by the Administrator of General Serv-
ices, the Administrator of the National Aercnautics and Space Adm1n1strat10n, and
the Secretary of Defense, employing a single patent rights clause in’ all instances
except as may be prov1ded in such regulations. Such a patent rights clause shall
include’ the provisions required by sections 301, 802, and 304, and each contract
entered into by the Federal agency shall include provisions to—

(1) require disclosure ‘within a reagonable time by the contractor of each
N gl;bject invention whxch is or may be patentable under the laws of the United
btates;
(2) require an e]ectmn at the time of disclosure or w1thm a reasonable time
. thereafter, whether the ‘contractor intends to file a patent apphcatlon on the
subJect lnventmn in'the United States or other countries;

© " (3) require, where the contractor elects to retain title— :

(A) the filing of a patent application w1th1n a reasonab]e time; and
(B) the filing of a declaration of the contractor's intent to commercialize
or otherwise achieve the utilization of the invention by the public; :

) (4) require an obligation on the part of the contractor, i the event a United

" States patent application ‘is filed by or on its behalf or by any assignee of the

. contractor, to include within the specification of such- application, and any

_patent issuing thereon, @ stateémient specifying’that the invention was made

with Governmeént support and that the Government has certam nghts in the
invention;

G permlt deviation 6 the minimum rights’ acquired under Sectmns 301(b)(2)

and 304(a) on a class basis in—

‘ (A) confracts ‘involving cosponsored "cogt gharing, ‘or Jomt venture re-
search when the contractor is required to make a substantial contribi+ion
of éunds, facilities, or equipment to the work performed under the c()ntract
_an

, (B} special contracting situations such ad Federal price or purchaee sup-
_ports and Federal loan or loan guarantees; and -

(6) require that a transfer by the contractor of -the rights ‘in any subject
invention will be subject to the righis of the Federal Government’ prov1ded for
in sections 801. 303. 304. and 307.
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Ne.deviation, under- this subsection shall waive, in whole or in part, the minimum
rights to be secured for the Federal Government set forth in section 304(a)(4). The
Federal Government shall withhold publication by the Federal Government or
release to the public by the Federal Government of information disclosing any
invention subject .to.the uniform regulations issued under this subsection for a
ﬁa‘sionable time in order for a United States or fore1gn _patent apphcetlon to be
ile

(b) When it is determined that the rlght to requlre hcensmg or the right_ of the
Federal agency to license should be exercised pursuant to section '304(a), the Federal
agency may specify terms and conditions, including royalties to be charged if any,
and the duration and field of use of the license, if appropriate consistent with the
provisions of title IV of this Act. Agency determinations-as to the rights to inven-
fcslmlns under - this title shall be made in: an expedltlous mannet wﬂ;hout unnecessary
elay.

(e} Reguiatlons 1ssued under subsection (a) may cont.;un provmmns apphcable only
to (1) contractors which are nonprofit orgamzatmns, 2 contractors which-are sma11‘
business firms, or (3) other contractors.” . -

(d) The provisions of this Act shall not. apply to the Tennessee Valley Authorlty or
t¢ any of its patents, patent licenses or sublicenses, or contracts. L

~ JUDICIAL REVIEW . -

Sxc. 306. Any person adversely affected by a Federal agency determmatlon made
under this Act may, at any time within sixty days after the determination is issued,
file a petition to the United States, Court of Customs, and Patent Appeals which
shall have jurisdiction to determine the matter de .novo and to’ afflrrn, reverse, or
modify as:appropriate, the determination of the. Federal agency.. .

. CONTRACTOR'S. PAYMENTS, TO - THE GOVERNMENT o

SEC 307. (a)(1) The Administrator of General Services, the: Admm1strator of the
National Aeronautics and Space Administration, and the Secretary of Defense shall.
issue regulations which will provide for payment to the Government by thé contrac-.
tor of an equitable share of royalties or other revenues received from a patent on:a:
subject inventicn if-—

(A) the contract under which the contractor receives title to the patent is

. intended- to produce. technology for commercial use. or produces technology

: readily adaptable to commercial use, and such . commerc1a1 ‘use is. expected to
occur within. 8.5 years; and.

. (B} the contriblution by the Government to the technology has provided or will’

provide the contractor with. a substantial neartérm commercial advantage.’

{2) Such payment shall not exceed. the amount of Government funds expended
under such contact in making the subject invention except that siich payment may;
under extraordinary c1rcumstances, exceed the amount of Goverriment funds ex-
pended under such contract when the agency and the contractor have agreed to a
negotiated amount which is or may be in excess of the amount expendedby the -
Government under the contract,

(3) Such regulations shall provide, to the extent appropnate a standard contrac-
tual clause to be incladed. in.all Federal research and- development contracts, but
contractors which are small business firms or nonprofit organizations shall not be
required to make any.such payment.to the Government

(b) -Such regulations may allow the agency to waive all or part of the payment set
forth in subsection (a) at the time of; contractmg or at the request of. the contractor
where the agency determines that-

.(1).the .probahle administrative costs are 11ke1y to be’ greater than the expect—
.ed.amount of payment; .
{2) the Federal Governments contmbutmn to the technology as hcensecl or

i utilized is ingubstantial compared with private 1nvestment made or to be made

in the technology;
- (3) the total Government. funding of the technology with the contractor is less
than $500,000;
) (4) .the payment would place the contractor at'a competltlve dlsadvantage or
- would stifle: commerc1al utilization of the technology; or
. {b51) it.is otherw1se in the best interests of. the Government and the general
publie.

(¢} Such regulations shall be promulgated within.twelve, months of enactment of
this section, but shall not take effect. for.a period of sixty days after the date of their
promulgatwn and shall not take effect if either House of. Congress adopts a resolu-
tion during.such sixty-day, period stating in substance that it dlsappr es. of such
regulatmns Sr L e et e
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“(dy Until siich regulations bec¢ome ffective, ‘each agéney shall obtain payment on
behalf of the Federal Government for its research’ and development activities on a
co)ntract by contract ba51s ina manner con51stent w1th the prov1swns of subsectmn
b) :

BACKEGROUND RIGHTS

Sec. 308 Nothing. contained in this-Act shall be construed to-deprive the owner of
any background patent or cof such rights as the owner may have thereunder

TITLE IV-DOMESTIC AND FOREIGN PROTECTION' AND LICENSING or -
FEDERALLY OWNED INVENTIONS

B AUTHORITY OF FEDERAL AGENC]ES

SEC 401. Each Federal agency is authorized to=~ ’ ‘

.. .{1) apply for, obtain, and maintain patents. or other forms of protectmn in the
United States and in foreign countries on' inventions in’ whlch the _Federal
.Government owns a right, title, or interest;

(2) promote the. licensing of inventions covered by federally owned patent
applications, patents, or other forms of protection obtained with the- objective of
maximizing utilization by the public of the inventions covered thereby;

- {3) make market surveys and other investigations for determining thie poten-
tial of inventions for domestic and foreign licensing and other forms of utiliza-
tion, and acquire technical information and engage in neégotiations and other
activities. for promoting the licensing dnd for the purpose of enhancing their

. marketability ahd public utilization; .

.. (4) undertake the actions described in paragraphs(1),’ (2), ‘and (3), and all
other suitable and recessaiy steps to protect and administer rights to inven-
tions on behalf of the Federal Government either directly or through contract;

" (5) withhold publication by the Federal Governiment or reléase to the pubhc
by the Federal Government of inforthation disclosing any invention in which
the Federal Government owns or may own a right, title, or. interest for a

. reasonable time in order for a patent application to be filed;

- (6) grant nonexclusive, exclusive, or partially exclusive licenses under federal-

" ly owned patent applications, patents, or other foims of protection 'obtained,
royalty free or for.royalties or other consideration, and”on such terms and
conditions, including the grant to the licensee of the right of enforcement
-pursuant to the provisions of chapter 28 of title 35, Unlted States’ Code as
deemed appropriate in the public interest; . :

(7} transfer cuatody and adm1mstratmn in whole o in part, ‘to the Depart—

- ment of Commerce or to other Federal agencies, of the right, title, or interest in-

_ any. invention for the purpose of administering the: authorities set forth in
paragraphs (1), (2), (3), {4), and (6} without regard to the provisions of thé’

- Federal Property and Administrative Services Act of 1949 (40 U.S.C. 471); and

" (8) designate the Department of Commerce as recipient of any or all funds
received from fees, royalties, or other management of federal]y owned inven-

.. tions authormed under this Act. e . L

AUTHORITY OF THE SECRETARY OF COMMERCE IN COOPERATION W[TH OTHER FEDERAL
: . AGENCIES , .. -

SEC 402 The Secretary of' Commerce is authonzed 1n cooperatlon Wlth other
Fedet'sdl agencies to—
(1Y coordinate'a program for asszstmg all Federal agenmes in carrymg out the
authonty set forth in section 401;

Uk -(2) publish notxflcatlon of all federa]ly owned mventlons that are avallable for

- licensing; -

: (8) evalhate’ mventlons réferied by Federal agencies,. and patent apphcatmns

.~ filed thereon, in order to identify thoge inventions with'the greatest: commereial

. -potential- and to insure promotlon and utilization by the public of 1nvent1ons 80
. 1dentified;
*(4) assist -the 'Federal  agencies- in. seeking“and - mamtammg protectlon on

" inventions in the United States and in forelgn countnes, mcludmg the payment
) of fees and costs connected theréwith;

: (5) accept custody-and administration, in whole or'in patt, of the right, t1tle,
- and interest i any invention for the purpose of taking any action set forth in
“paragraphs (1), (2}, (3), (4), and (6) of section 401, with the approval of the
“Federal ‘agency ‘concerned without regard to~ the’ provisions of the Federal
"Provertv and - Administrative Sarmrces Art of 1040 40 TT < 4715
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(6) receive funds from fees, royalties, or other management of federally owned
.. inventions authorized under this Act, but such funds. shall be used onIy for the;
-, purpose of.this Act; and . -
{7} undertake these and such other fnnctlons either dlrectly or through such_
cmftracts as are necessary and appropnate to accomphsh the purposes of this
title

AUTHORITY -OF. THE - ADMINISTRATOR OF GENERAL SERVICES

SEC. 403, The Administrator of General Services is ‘authorized to promulgate'
regulations specifying the terms and, conditions upon which any federally owned
invention may be licensed.on a nonexcluswe, partlaily exc]uswe, or exclusive basis.

GRANTS OF AN EXCLUSIVE OR PARTIALLY EXCLUSIVE LICENSE

Sec. 404. (a) Each Federal agency may grant excluswe or partially excluswe
licenses in any invention covered by a federally owned domestic patent or patent
application only if; after public notice and opportumty for filmg wntten ob_]ectmns
such agercy determmes that— "

(1) the interests of the Federal Government and the public will best be served
by the proposed license, in view of the applicant’s intentions, plans, and ability
“to bring the invention to practlcai apphcatlon or otherw1se promote the inven-
tion’s utilization by the public;

(2) the desired practical application has not been achieved, or is not likely
expeditiously to be achieved, under any nonexclusive llcense whlch has been
‘granted, or which may bé’ g'ranted on the invention;

(3) exclusive or partially exclusive licensing. is a. reasonable and necessary

. incentive to call forth the investment of risk capital and expendifures to brmg

' the invention to practical appllcatlon or othervmse promote the 1nventlon s

“utilization by the public; and

. (4) the proposed terms and scope of excluslwty are not greater than reason-
ably necessary to provide the incentive for bnngmg the invention to practical
application or otherwise promote the invention’s utilization by the public;

except that a Federal agency shall not grant such exclusive or partially exclusive
license if it determines that the grant of such license would, apart from the éxercise
of the exclusive rights in the mventlon, creabe or rnamtam a sn-.uatmn mconmstent
with the antitrust laws. -

(b} After consideration of whether . the’ interests of. the Federai Government or
United States industry in foreign commerce will be enhanced, Federal agencies may
grant exelusive or partially exclusive licenses in any invention covered by a forelgn
patent. applieation or patent after public notice and opportunity ‘for filing written
objections, except that a Federal agency shall not grant such exclusive or partially
exclusive license if it determines that the grant of such license would, apart from
the exercise of the exclusive Tights i in the’ invention, create or mamtam a su'.uatmn
1ncons1stent with the antitrust Taws.” :

.{¢} The Federal agency shall maintain 8 record of determlnatlons to grant exclu-
sive or partially exclusive licenses.”

(d) Any grant of an exclusive or partially exciuswe license shall contam ‘such
- terms and conditions as the Federal agency may determine to be appropriate for the
probectlon of the interests of the Federal Government and the pubhc, 1ncIud1ng
provisions for the following: ™ "

(1) periodic written reports at reasenable mtervals 1nclud1ng, when specifical-

.1y requested by the Federal agency, the extent of the commercial or other use

by the public that is being made or is intended to be made of the. invention;
~(2) a nonexclusive, nontransferable, irrevocable, paid-up license to practice or
have ‘practiced for the Federal Government the licensed invention throughout

. the world by or on behalf of the Federal. Government (including any Federal
agency), and the additional right to sublicense any State or- domestic. local

.. government or to sublicense any foreign government pursuant to foreign policy

congiderations, or any ex1st1ng or, future treaty or agreement, if the Federal
agency, determines, it wonld be:in’ the national interest to retain such'addltwnal
rights;

.. .(8) the right, of the Federal agency to terminate such. excluswe or part1a11y

...exclusive license in whole, or .in: part unless. the licensee demonstrates. to: the

satisfaction of the Federal agency that the. licensee has faken effective steps, or
within a.reasonable time is expected to take such. steps, to accomphsh substan-

. tial commercial or, gther use.of the invention by the public; and

(4) the right of the Federal agency, commencing three years after the. grant of

.a'license, to require the licensee to grant a nonexclusive or partially exclusive
license to a: respon51ble apphcant or, .applicants, - upon., terms reasonable under
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*the crrcumstances, ‘and in’ appropriaté circumistances to terminate’the license in
.whole or in part, after public notice and opportunity for a hearing, upon a
petition by ‘an 1nterested person justifying such hearing, if the Federal agency
determines, upon review of such material as it deems relevant, and after the
“licensee, -or other interested person, has had the opportunity to provide such
‘relevant and material information as the Federal agency may require,-that
“such license has, apart from the exercise of the exclusive rights in the inven-
" tion, created or mamtalned a mtuatmn inconsistent w1th the antltrust laws.

"I‘ITLE V—MISCELLANEOUS

DEFIN]T]ONS _

SEC 501 Asusedmth1s Act—‘ Lo T
* (1) The term “Federal agency’. means ‘an exer'utwe agency as defined by
- 'section 105 of title 5, United States Code, and the military departments defined
by section. 102 of title 5, United States Code. -
- (2) The term: “contract” means any contract, grant or coOperetlve agreement
entered into between any Federal agency and any persoh for the performance
of experimental, developmental, or research work fP nded by the Federal Gov-
. ernment. Such term ineludes any assignment, substitution of parties, or subcon-
" tract of any type.entered into for the- performance of experimental, developmen-
tal, or research work under a contract. -
(3) The term “contractor” means any person, other ‘than a Federal agency,
that is a party to the contract :
“ {4) The term “invention’” means any mventron or dlscovery and mcludes any
- art, method, process, machine, manufacture, design, or composition of matter,
0T any new and useful improvement thereof; or any variety of plant, which is or
may be patentable or otherwise protectable under the laws of the United States.
= {6) The term “subject invention” means any invention or discovery of the
.= gontractor "conceived or first actually reduced to practlce in the course of or
'under a contract,
2 (6) The term- “practrcal apphcatmn ‘means to manufacture (ll’l the case of a
, ‘composition or product), to practice (in the case of a process), or to operate (in
" the case of & machine or systém), and, in each case, under such conditions as to
establish that the invention is being worked and that its benefits are available
to the public.either on reasonable terms or through reasonable lrcensmg ar-
rangements.
=7 (1) The term “person” means any person a8 deﬁned an- sectmn 1 of ntle 1,
United States Code, ‘or other entity.’
- «(B) The term “made”; when used in relation to any mventlon means the
- eoneeption or.first actual reduction to practice of such invention. .
(9) The term “antitrust law” means the laws included within the deﬁmtlon of
» the term “antitrust laws” in section 1 of-the Clayton Act (15 USC 12) as
amended :
(10) The term  “small business firm"” means a small busmess concern as
. deﬂned in section 2 of the Small Business Act (15 U.8.C. 632) and 1mp]ement1ng
-regulatrons of the Administrator of the: Small Business Administration. -
(11) The term “nonprofit organization” means universities and other ingtitu-
- tions of higher education or an organization of the type described in section
~:60L(¢)3) of the Internal Revenue Code of 1954-(26 U, S C. 501{cX3)) and exempt
from taxation under section 501{a) of the Internal Revenue-Code of 1254 (26
U.B.C. 501(a)), or any nonprofit sciéntific or educatxona.l organrzatlon quahﬁed
;under a State nonproﬂt organlzatmn statute .

RELATIONSH]P T OTHER LAWS

Sec. 502, Nothing in this Act shall be deemed to convey to any individual,
corporation, or other business organization immunity from civil or cnrmnal 11ab111ty,
. or to create defenses to actmns, under any antrtrust law. :

IDENTIFIED ACTS AMENDED

Sgc. 503, The following Acts are herehy amended as follows:
(1) Sectlon 205(a) of the Act of August 14, 1946 (7 U.S.C. 1624(a); 60 Stat.
.. 1090), is amended by striking out the last sentence thereof.
" 12)Bection 501(c) of the Federal Mine Safety‘'and Health Act of 1977 (30 USC
: 951(0) 83 Stat. 742)is amended by striking out the last sentence thereof.
(3 Section 106(¢) of the Naticnal Traffic and Motor Vehlcle Safety Act of 1966
(15 U.8.C-1395(c) 80 Stat. 7T21) is repealed .



. -1 (4): Bection 12 . of the. National Science. Foundation Act of 1950 (42 US.C.
. 1871(a) 82 Stat. 360) is repealed. -
oo (B) Section 152 of the Atomic. Energy Act of, 1954 (42 Us.c 2182 68 Stat. 943)
-+ is repealed.
(6) The Natmnal Aeronautlcs and Space Act of 1958 (72, Stat 426) is amend—

(A} by strkag out sectmn 305 thereof (42 USC 2457), except ‘that
.subsections {c), (d);.and-(e).of such-section shall continue to apply. to any
application for patents in which the written statement referred to in sub-
section (c) of such section has: been filed or-requested to be filed by the
Commissioner of Patents and Trademarks prior Lo the effective date of this

ct;
(B by striking out, in section  306(a) thereof (42 U.S.C. 2458, “las
defined by section 305) and by striking out “the Inventions. and Contribu-
-+ - tions-Board, estabhshed under section-305-of this Act” and:ingerting in
. - lieu thereof “an Inventions and Contributions Board ‘which shall be estab~
lished by the Administrator within the- Administration”; -
(C) by striking out the period at the end of paragraph (13) of' sectlon 203(c)
- thereof (42 U.8.C. 2473(c)) -and inserting in lieu thereof a sexmcolon and by
= inserting after such paragraph the following:.
- DA to provide effective contractual:-provisions.. for. the reportmg of the re-
.—=ssu1ts of the activities of the Admmlstratlon, including full and complete techni-
cal reporting of any_ 1nnovat1on made in: the course of.or.under: any contract of
-« the. Adminigtration.”; -
(D) by adding at the end of such sectmn 203 the followmg new. subsectwn
- #(d) For purposes of chapter 17 of title 85 of the United:States’ Code, the, Adminis-
tratlon shall'be congsidered a defense agency. of the:Uhited States.”; and @ -
L. (EY by. striking out: “(mcIudmg patents and rlghts thereunder)" in subsec-
‘tion (a)(3) of such section 203,
{T) Section 6 of:the-Act of: July 7 1960 entltled “An Act to- encourage and
stimulate the production: and conservation: of:coaliin the United States through
research and development by authorizing the Secretar; g of the: Interior: to: con—
“:tract 1foé coal research and for other purposes” (30. U C.; 666 74 Stat 337)
i repeale B
- {8) Section 4 of the Hehum Act (50 USC 167b 74 Stat 920) is amended by
-.,:,.stnkmg out both provisos.at the end: thereof.’
< - (9)-Section 32.of the Arms Control and: Dlsarmament Act (22 U 8. C 25’?’2 75
Stat 634) is repealed.
-+ 1.(10) Subsection () of.the section-302 of the Appalachian Reg‘lonal Develop
ment Act of 1965 (40 U.S.C. App. 302(e); 79 Stat. 5) i8.repealed. :
w2 (11} Except- for paragraph: (1), section 9. of the Féderal Nonnuclear Energy
Reszeg'ch and Development Act of - 1974 (42 UiS.C. 5908 88" Stat 1887) is re-
~pealed.. .. -
(12): Section 5(d) of. the Consumer Product Safety Act (15 US C 2054(d) 88
Stat 1211) is repealed.
= 1 (13) -Section: 3 of the Act of Aprll 1944 (30 USC 323 58 Stat 191) is
- . repealed: |
(14) Paragraph (3) of sectlon 8001(c) of the Sohd Waste D1sposa1 Act (42 USL.
. 6981(e)(8); 90 Stat. 2829).is repealed: s
.- {18)A) Chapter 38 of title 35, Umted States Code, is. repealed Regulations
-5 issued under.such chapter 38:shall eontmue in force untll regulatlons 1mple—
- menting this. Act have taken effect. . .
(B) The. table:of chapters of part. IV of t1t1e 35 Umted States Code, is
amended by striking out the item pertaining to chapter 88; :
{16) Section 6(e) (1) and (2) of the Stevenson-Wydler Technology Innovatmn
Act of 1980 (15 U.S.C. 8705(e) (1) and (2); 94 Stat, 2813) is repealed

“EFFECTIVE DATE

SEC 4. Th]S Act shall take effect on the first day of the seventh month—.
begmmng after the date of enactment of this Act except that regulations imple-
menting this Act may be issued prior.to such day. ...

PURPOSE, OF THE BILL""--

The purpose of the bill is: (1) to make Federal 1aw and actions
uniform regarding rights to: 1nvent1ons ‘resulting from. federally
sponsored research and:developmient in such a'way-as to encourage
the participation of the most comipetent firms and individuals in
. Federal R&D programs, foster competition, and promote the wide-
‘spread use of inventions, and (2) to provide for a 11cens1ng program
for federally owned inventions.
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1. SUMMARY
Al BA'CKGROUND

The pr1nc1pa1 issue of Federal patent pohcy addressed by HR.
4564 is:. who should own the right to. patents conceived under
Federal contracts. This is a long-standing issué with which the
Committee on Science and Technology has been concerned sinte
1958.

During the 95th 96th and 97th Congress, bills on this issue were
introduced in the House and referred jointly to the Committees on
- the Judiciary and on Science and Technology H.R. 4564 is jomtly
referred this way.

In the 96th Congress H. R. 6933 was enacted 1nto law and is now
Public Law 96-517. Section 6 of that law concerns Federal patent
policy for nonprofit organizations (universities in particular) and
small businesses. Under section 6, universities and small businesses
may keep title to inventions they make under Federal contracts
(1nc1ud1ng grants) in most circumstances. .

- H.R. 4564 was introduced by Rep. Allen Ertel on September 23,
1981, the same day that a companion bill, 8. 1657 was introduced
in the Senate by Sen. Harrison Schmitt. Jomt hearings were held
on these two bills by the Committee and the Senate Commerce
Committee on September 30, 1981. The Commlttee ordered the bill
reported on- November 117, 1981 ) S B

B RATIONALE FOR. THE BILL

The bill is needed as part of a broad Federal effort to prov1de the
right climate for a healthy economy.

Federal research and development contracts frequently result in
inventions which have great potential for commercial use in the
economy. The Federal government has kept title to thousands of
patents mdde under Federal contracts. The rate of commercializa-
tion of Federally- owned patents, however, is not very high. Fre-
quently these patents. are available under nonexclusive licenses,
but because commercializing an invention is both risky and expen-
sive, this nonexclus1v1ty makes the mventlon commermally unat-
tractwe :

In order to. promote the use: of 1nvent10ns made under Federal
contracts, title to the inventions should be left with the contractor
since the contractor is in the best posﬂzlon to commercialize - the
%nﬂentmns This “title 1n contractor approach is the heart of the

i

. A second reason the b111 is. needed is to prov1de for unlformlty in

atent policy among agencies. Currently each agency has its own
pohcy The-diverse:array of patent policies across the Government
deters potential contractors from part101pat1ng in Federal R&D
programs. : R o

Cam



H.R. 4564 will stimulate the most competent contractors to par-
ticipate in Federal R&D programs both by offering title in con-
tractor and by providing uniformity government-wide.

Finally, H.R. 4564 is needed to provide a uniform system for the
licensing of Federally owned patents, with a lead agency (the De-
partment of Commerce) overseeing operation of the system.

C. Brier DESCRIPTION OF. THE BILL

The bill provides for the aIlocatmn of rights to inventions made
under Federal contracts in title IIL. The essence of title 11l is that
rights to inventions should remain with the contractor except in
- exceptional mrcumstances 1n whlch the Government would have=

the rights.” -

In order to prevent a contractor from quashmg an mventlon to
which the contractor has . the rights, Title III provides that the
Government can.“march-in” and regain the r1ghts to the mventlon
but only under certain c1rcumstances C ;

Title IIl provides for judicial review of contested admmlstratwe
decisions by agencies and provides for the recoupment of funds by
the Government in cases where government support has provided a
contractor with rights to a profitable invention glvmg the contrac-
tor a significant ‘competitive advantage.

Licensing of federally-owned inventions is: covered in T1t1e IV 2

The Commerce Department is: designated as the -lead agency’ for
licensing, arid each agency is given a variety of authorities needed
for an effective licensing program. The conditions under which an
exclusive or partially excluswe :license may be granted are de-
scribed in this title. : :
* The Federal Coordinating Councﬂ for Smence Engmeerlng, and’
Technology, with the Department of Commerce in-a strong support-
ing role, is given the lead by the bill for monitoring implementa-
tion of the bill and Federal patent policy, generally.

The bill preserves the right to keep title to inyentions which was
given to universities and small businesses by Public Law 96 517
and extends that right to all Federal cmtractors S

D EFFECT OF COMMITTEE AMENDMENT

The Comm1ttee amendment to H.R. 4564 strlkes aH after the
enacting clause and inserts new text. The new text preserves the
basic structuré of the' bill; as introduced, without- any major
changes. The amendment incorporates a large number of téchnical
changes made by the Committee; however, as well as several sub-
stantive amendments. The substantwe amendments are discussed
in the “Issues Irivolved in H.R. 4564" section of this report as well
as the detaﬂed “Sectlonal Analys1s wh1ch follows the “Issues
sectlon

“The prmmpal Commlttee amendments to HR 4564 whlch are_
1ncorporated in the amendment have the following effects:

-1+ To conform: the bill more closely to Publi¢ Law 96- 51’7 for the
beneflt of universities and small businesses.” -

"2..To limit likelihood of Tecoupment: of funds by the Government
and the amount: which'may be recouped. - :

3. To clarify anti-trust prov1smns of the blll
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4 To prohibit: the sublicensing of contractor-owned 1nvent1ons to
foreign governments by the Unl’sed States Government :

E SECTIONAL ANALYSIS

TITLE I--POLICY . .+

Sectlon 101 gives the fmdmgs of Congress mdlcatlng the need for
the bill. :
Section 102 glves the purpose of the b111

-TITLE II—'"FUNCTIONS OF THE OFF‘ICE OF SCIENCE "AND TECHNOLOGY
POLICY AND THE FEDERAL COORDINATING COUNCIL FOR SCIENCE,
ENGINEERING, AND TECHNOLOGY

.Section 201 provides that the Federal Coordinating Council for
Science, Engineering and Technology, with assistance from the
Department of Commerce, shall oversee implementation of the bhill
and formulate recommendations on Federal patent policy.

TITLE III—ALLOCATION OF PROPERTY RIGHTS IN INVENTIONS RESULT-
ING FROM FEDERALLY SPONSORED RESEARCH AND DEVELOPMENT

Section 301 gives the circumstances in which the Federal Gov-
ernment will retain title to inventions and stipulates Federal
- rights to be reserved when the contractor retains title.

‘Section 302 provides that the contractor shall keep title to an
-invention in most cases and gives rights reserved by the contractor
when the Government retains title.

- Section 303 provides for agency waivers of Federal rights under
gection 301.

Section 304 allows the Government to “march-in” and regain
control of the rights to an invention if the contractor hasn’t com-
mercialized the invention or for three other reasons.

Section 305 requires that regulations shall be issued implement-
ing the Act and specifies a number of items that must be included
in the regulations.

- Section 306 provides for judicial review of agency administrative
decisions under the Act.

-Section 307 requires that regulations be issued providing for
recoupment of funds by the Government when the contractor has
retained title to a very profitable invention.

Section 308 provides that the Act shall not be construed to
. deprive anyone of the right to background patents.

- TITLE IV—DOMESTIC AND FOREIGN PROTECTION AND LICENSING OF
FEDERALLY OWNED PATENTS.

Section 401 authorizes each agency to take a number of actions
for the licensing of patents owned by the government.

- Section 402 gives the Commerce Department a lead role in licens-
1ng Federally owned inventions.

Section 403 provides that the Administrator of General Services
- may promulgate regulations regarding the licensing of Federally
owned inventions.
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Section 404 prowdes for the- issuing of .exclusive or partially
exclusive hcenses on federally owned domestic patents by agencies
and for agenc1es hcensmg of federal]y owned forelgn patents.

TITLE. V——MIbCELLANEOUS '

Section 501 gives the definitions of eleven terms used in the bill.

Section 502 provides that the Act prowdes no 1mmun1ty from
antitrust law.

Section 503 amends or repeals portions of sixteen. ex1st1ng laws
that prescribe patent policy for individual agencies.

Section 504 gives the date the Act shall take effect. .




II BACKGROUND

A NEED FOR BETTER UTILIZATION OF PATENTS e

Artlcle 1, section 8 of the United States Constitution’ states that
“The Congress Shall' Have Power. . .To promote the Progress of
Science and useful Arts, by securmg for limitéd Times to Authors
and Inventors the exclusive’ Right to their respectlve Writings and
Discoveries. . .” This constitutional provision is the basis on which
the patent system is built. This system is an important and inte-
gral component of technological innovation, for it works to stimu-
Iate invention both by protecting the innovator and by fostering
competition. It permits the inventor lead time to develop and -com-
mercialize ‘hi§ idea and, in the process, attempt to recover his
investment costs and realize a profit. ‘'The patent system also pro-
vides for a concept to be brought to the public’s attention since the
description of an invention contained in‘a patent is widely availa-
ble. Patenting works to stimulate other firms and innovators to
conceive different inventions to provide’ parallel :technological de-
velopments or to meet similar demands. The system promotes com-
petition and has resulted in commercialization of ideas rather than
functioning as a-means to hinder development of new ideas. '

At the present time, the Government. frequently takes title to
inventions produced from research .supported by Federal funds
(with the exception of work performed by universities, small busi-
nesses and non-profit organizations, ag discussed below). The Feder-
al Government currently has title to some 28,000 patents. Many of
these patents are on inventions of great potential economic impact.
However, only about five percent of federally-owned patents are
utilized in the private sector, Government policies concerning own-
ership of title to federally—funded inventions and the Government’s
non-exclusive licensing practices have resulted :in this low level of
commercialization and utilization of patents. Without title to an
invention and the 17-year exclusivity it provides, an individual or
company will usually not invest the time and money necessary for
the development of a marketable product. In support of this, a 1968
study performed by Harbridge House for the Federal Council for
Science and Technology concluded that when title was given to the
contractor, a significant increase in commercialization occurred
while, at the same timme, no ev1dence was found of the creation of
Wmdfall profits for the company.*

'The Federal Government has had a small program in the De-
partment of Commerce for the marketing of federally owned pat:
ents, but it has been underfunded and has therefore not been able
to achieve utilization of many patents. . :

* 3U.8. Congress; House Committeé on Seience -sand Technology. Subcomm1ttee on Sc1ence
Research and Technology. Government patent policy. Hearmgs 96th Cong 1st Sess Waahlng
ton, U.S. Govt. Print. Off,, 1979.

Hearings held Oct. 16- 1’? 1979. p. 21,

an
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The importance of innovation and technological development to
the U.S. economy cannot be overemphasized. Technological innova-
tion is the process by which industry generates and diffuses new
and improved products and processes. This is a process which is
comprised of various interrelated activities including idea genera-
tion, research, development; and commercialization. What is cru-
cial to the economy, however, is the availability of a product or
process in-the marketplace for only then’ can it make a contribu-
tion to economic growth. It has been estimated that technological
innovation. was responsible for about one-third of U.S. economic
growth from 1929-1969 and about 48% between 1948 and 1969.2

The current state of the U.S. economy has led to an increasing
concern over the rate of innovation. Much of the available informa-
tion indicates that there are trends which indicate a decline in U.S,
innovation relative to past levels and to foreign competition.

—The number of U.S. domestlc-orlgm patents granted. has de-

.. clined since the late 1970%s. - - .

, _——The U.S. patent balance is declining. In, 1960 about one. U S
. patent out of 7 was awarded to a forezgn inventor; now.it is
about 1 out of 3.

" —The U.S. is behmd 1ts European and Japanese alhes in terms
of productivity growth rates. Annual change in private sector
productivity in the U.S. was +8.4% from 1947 to 1966, +2.156%
from 1966 to 1973, +1.15% from 1973 to 1978, —0.25%.from
1978 to 1980,.and —1.9% in the third quarter of 19814 : ‘

—Where the U.S. ‘engages’‘in substantial R&D it is successful in

international trade, but where it does not try to be innovative
it is not successful- In 1979 the U.S. ran a trade surplus of $39
billion in R&D-intensive manufactured products and a trade
deficit of $35 b11110n in non- R&D 1ntenswe manufactured prod— .
ucts. e

—Since the 1960’s Federal expendltures for research and devel—

opment, adjusted for inflation, have decreased. '

. —The ratio of national R&D expendltures to the Gross Natlonal

- Product has. dechned in the U.S. in the past decade while it
has increased in Japan, West Germany and other countries.

The patent system is a factor in this situation. It must be recog-
nized that the Federal Government cannot commercialize and
market products or processes that have been developed under the
auspices of Federal funding. When the Government keeps title to
the inventions made, industry generally will not develop, commer-
cialize, or market these technologies. Without goods or services in
the marketplace, the economlc benefit of the mventmn cannot be
realized. '

A better way is needed to ensure that federally funded patents
are commerc1a11zed _ , N ’

“2U8. Congress House Comrmttee on Science. and Technology Natlonal Sc:ence and Technoi
ogy Policy Issues, 1979; A Compendium of Papers. 96th Cong., 1st Sess., Washingtori, U.S. Govt..
Print. Off.,, 1979, p. 24,

sU.S. Congress House Comimittee on Ways and Means, Subcommittee on Trade. Technelogy
and Trade: Some Indicators of the State of U.S. Industrial Innovatmn 96th Cong, 2nd Sess,
Washington, U.8. Govt. Print. Off., 1980.

4 Source: Bureau of Labor Statlstlcs :

& Source: National Science Foundation.
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B HIS'I‘ORY OF FEDERAL PATENT POLICY

41 GENERAL

: The pr1n<:1pal issue of Federal patent pohcy is Who should own
the right to patents conceived..under Federal contracts. H.R. 4564
and this report.address that issue. There are’ several other
‘matters regardmg patents on which there is other.legislative activi-
ty in this Congress, namely: patent‘term restoration (should patent
life-begin.when regulatory procedures. end?), court of patent ap-
" peals (should there be a' Smgle Federal ‘court of appeals to hear all
patent cases?), and inventors’ rights (should employed inventors
retain certain rights to their inventions, regardless of their employ—
ers‘?} H R. 4564 and thlS report do not address these issues.

2 THROUGH THE 95TH CONGRESS

" Federal patent pohcy is a long-standmg issue. Thls report men-
tlons only a few selected events in its history, which dates back at
least to 1883. In 1945 the National Patent Planning Commission
issued a report, “Government-Owned Patents and Inventions of
Government Employees ard Contractors”, which dealt specifically
with the issue of Federal patent policy. ..

Under its former name, Science and Astronautlcs the Committee
on- Science .and Technology -established- a Special Subcommittee on
Patents and Scientific: Inventions in 1959, The Subcommittee was
established: following controversy over the:ownership of rights to
inventions: whic¢h ‘had arisen: in legislative actmn on the Natlonal
Aeronautlcs and Space Act-of 1958, .0 -

-In 1963 President Kerinedy. issued a- memorandum on patent-

. policy: Wthh drew heavﬂy on - that: subcomnuttees recommenda—
tions. ‘

Durmg the 1960’s b111s regardmg Federal patent pohcy were
1ntroduced in almost:every: Congress None:was passed. .

In 1968 a Committee on 'Goverament.Patent- ‘Policy-of the Feder-;
al Council on:Science and: Technology. reported ‘its recommenda-
tions-on’ the- issue; supporting contlnuatlon of ﬂex1ble 1mp1ementa-
tlon of the 1963 memorandum S -

:.In 1971 President Nixon issued an Executlve Order rev1smg and:
extendmg the 1963 memorandum.. ... .

. Extensive sets-of regulations 1mplement1ng various patent poh—
cies were promulgated-agency-by-agency, in.the 1960’s and 1970’s
based on the 1963 :memorandum: (as revised), and on any provisions
regardmg patent policy which might, have been included in the
agencies’ own organic or-authorizing Acts. .

In the 94th Congress, the:House Committee on Sc1ence and Tech—
nology, -Subcommittee..on Domestic and - International Scientific-
Planning and Analysis held hearings on Government Patent Policy -
under:.Chairman -Ray. Thornton, At these: hearings, Dr.. Betsy
Ancker-Johnson, Assistant: Secretary of Commerce for Science and .
Technology, outhned - proposal on government patent policy. made:
by the Committee on Government Patent Policy of the Ifederal.
Council for Science and Technology (FCST). These policy recommen-
dations would: “first, permit the contractor re retain title to any
mventlon as Iong as the contractor sought patent protectlon and the '
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commercialization of the invention; and simultaneously, require the
Federal agencies to acquire all rights necessary to safeguard the
public interest; second, codify the basic policy concepts of Executive
Order No. 106096, add incentives, and make the law applicable to all
Federal employees; and finally, authorize the Federal agencies to
protect federally owned inventions, as warranted, and.to hcense the
inventiorns so as to enhance commercial utilization:” ® -

- Despite these- hearmgs no legislation concerning Federal patent
policy was introduced in the 34th Congress. However, in the 95th
Congress, H.R. 6249, the Uniform Federal Research and Develop-
ment Utilization Act of 1977 (known as-the “Thornton bill”") was
introduced -and referred. jointly to the House Committees on -Sei-
ence and: Technology - and . the Judlclary This -bill  incorporated
many of the concepts delineated in the FUST proposal identified at
the earlier hearing. During the same Congress the Small Business
Non-profit Organization Patent Procedures Act was introduced in
the Senate. This measure, referred to the Senate Committee on the
Judiciary, was similar to the House version except with regard to
the rights of inventions made by Government employees and in
that the provisions of this bill would apply to small busmesses and
non- proﬁt orgamzatmns Neither ‘mll was enacted :

3. 96TH CONGRESS .

In the 96th Congress several b1lIs were 1ntr0duced on 0wnersh1p
of title to inventions made under: Federally-funded research and
development.  Among. these was H.R. 5715, the “Uniform. Federal
Research and Development - Utilization Act of 1979,” which was
gimilar to the “Thornton bill” of the previcus Cohgress, and was
similarly referred jointly to the House Committees on the Judici-
ary and on Science..and ‘Technology. Hearings were held in -the
Subcommittee on Science, Research and Technology,”® and the bill
was ordered reported by the Subcommittee: but- further action. in
the Committee on~Science and Technology was- put in abeyance
pending the outcome of action on H.R: 6933.

- Algo introduced were H.R. 6933, “Amendments to the Patent and'
Trademark Laws”,:and S 414, the “University and Small Business
Patent Procedures Act.” Extensive hearings were held on’ these
bills in the House and Senate, and they were reported and passed
A compromlse between the House ‘and the Senate resulted-'in the
passage of “Amendments to-the Patent and Trademark Laws”
(H.R." 6933, as amended) which included the sections of H.R. 6933
dealing ‘with prior- art .citations by the Patent and Trademark
Office, reexamination of patents, and patent fees, but* did not in-
clude the section on patent policy from H.R. 6933. '

‘Instead, the compromise bill incorporated most of S. 414 as 1ts
. section ‘on patent: policy as well as’'a new sectlon on computer

software copyright. :

During final action in the I—Iouse on th1s compromise on Novem—
ber .21, 1980, both- Mr. Fuqua and Mr. Kastenmeier, Chairman of
the Subcommlttee of the Judlclary Commlttee w1th Jurlsdlctlon

6US Congress ‘House. Comraittee- on Science and Technokogy Subcommlttee on Domesmc
and -International Scientific Planning -and Analysis. Govt Patent Policy. Hearings, 94th: Cong.,
2nd Sess. Washington, U.S. Govt. Print. Off,, 1976, p. 887.

"TU.S. Congress. Govt. patent policy. Hearmgs, 96th Cong., 1st Sess Oct. '16- 17, 1979 loc, cit,

57].S. Congress. House Committee on Science and Technal OgY. Subcommittee on Science,
Research and Technology. Government Patent Policy Act of 1980. Hearing, 36th Cong., 2nd Sess.,
Washington, U.S. Govt. Print. Off., 1980. Hearing held on Feb. 8, 1980.
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over Federal patent pohcy indicated their-intention ‘‘to work. in: the
next Congress and try to insure that: wer do. bring about:a more
uniform  patent policy for® this'country.” The bill was signed "by
President Carter on December 12, 1980; and is now.P.L. 96-517.

Section 6 of P.L. 96-517, dealmg with' Federal patent policy: ac-
knowledges, to some extent, the importance of vesting title to
inventions made under federally-funded R&D in the contractor.
This section provides small business and not-for-profit organiza-
tions (including universities) with title to patents conceived under
government financed work Other contractors are not afforded such
patent r1ghts C o .

4. 97TH CONGRESS N

S In the 9’7th Congress, H.R. 4564 was 1ntroduced on September 23
1981 by Representative Allen Ertel, with Represéntatives Fuqua
Walgren, Brown of California, Hollenbeck LaFalce, AuCoin,
Murphy, Heckler, Hughes, and Wmn as cosponsors. On the same
gay Senator Schmltt 1ntroduced a companion b111 S, 1657 111 the

enate.

H.R. 4564 is qu1te similar to H.R. 5715 from the 96th Congress,
and, similarly, was referred jointly to the House Committees on the
JudlClary and on Science and Technology. S. 1657 was referred
solely to the Senate Comm1ttee on Commerce, Science, and Trans-
portation.

Joint hearings were held on H R. 4564 and 8. 1657 by the House
Committee on Science and Technology and the Senate Committee
on Commerce, Science and Transportation on'September 30, 1981

On October 29, 1981 the Science:and: Technology Committee
began markup of the bill. Markup was completed and the bill was
ordered reported on November 17 1981 by v01ce vote, a quorum
being present ' :

C ISSUES INVOLVED IN HR 4564 R o

1. DISPOSITION OF RIGHTS

The basu: issue whlch H.R. 4564 addresses is: who should own the
rights to inventions conceived under Federal contracts? The: posi:
tion embodied in the bill is that under most circumstances the
contractor should retain title: This “title ity contractor” approach is
taken because the Committee believes that this is the most effec-
tive way to ensure that inventions are put into commercial use 1n
products or processes.

An overwhelming preponderance of the testlmony taken by the
Committee over the past four Congresses supports the title in
contractor concept. The current Administration expressed strong
support of the concept in the September 30, 1981 hearing on the
bill. Dr. George Keyworth, Director of the Office of Science and
Technology Policy in the Executive Office of the President stated
in his testimony that, % the intent of the legislation before us
today is entirely consxstent with the Administration’s economic
recovery program.” Sherman Unger, General Counsel of the De-
partment of Commerce, concurred, “I want to emphasize that the
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Department of Commerce and the. Patent and Trademark Office
are enthusiastic supporters of this position.”

The bill provides that agencies may retain title to 1nvent10ns ina
limited set of circumstances, but the.intent of -the-bill -is: that
retentmn of title by the Government Would be exceptlonal

T 2 UNIFORMITY

VAt present each Federal agency "has its own patent regulatlons
concerning the granting of title and exclusive and nonexclusive
licenses (with the exception of situations involving small business-
-es, universities, and nonprofit organizations). Many witnesses at
hearings on Government patent policy have stated that there is an
administrative burden associated with this lack of uniformity and
that the subsequent uncertainty of agency policy implementation ig
a deterrent to private sector. participation in Federal research and
development activities. In addition, overly restrictive agency policies
concerning title also have been identified as hindering the oper-
ation of the system. H.R. 4564 provides a uniform procedure for
providing all contractors with title to patents made under federally
funded R&D (with certain specified exceptions). Thus, prior to en-
gaging in R&D work, a contractor would be. knowledgeable as to
the disposition of patent title, thus removing most of the uncertam—
ty about property rlghts and’ related Federal actlon ' .

‘ 3 MARCH-IN RIGHTS

H.R.. 4564 contams provisions for the- Government to march in
where the contractor has retained title to an invention and regain
control over the disposition of rlghts to an invention under certain,
specified circumnstances, This “march-in right”, Mr.. MOSSlnghOff :
Commigsioner of Patents and. Trademarks, testified, “. : . provides,
an answer to those who feel that giving commermal rlghts tor
Government contractors will somehow permit suppression of the
new technology or somehow have anti-trust implications.” March-
in rights generally would be exercised, accordmg to the bill, when a
company fails to commercialize w1th1n a “‘reasonable” tlme period.
While march-in rights can prevent “defensive patentlng,” % the
agencies also must take into consideration a realistic lead time for
development of a patent prlor to exermsmg the march-m prov:lsmn .

4. BACKGROUND PATENTS

In some cases the Government has been able to require manda-
tory or compulsory licensing of privately-developed background
patents as a prerequisite to the letting of a contract. The threat of
this may inhibit some companies from applying for Government
projects. Firms with significant research and development experi-
ence often have numerous patents and therefore are reluctant to
participate in Government contracts. As evidenced by the testimo-
ny’ provided durmg the Committee’s 1979 and 1980 hearings on
patent policy, it is generally agreed that background patent rights
shouid not be surrendered to. the Government. H.R. 4564 states_

9 “Défensive patentmg is obtamlng a patent on an invention which a company does not want
to.commercialize, but wants to prevent other firms from doing so.. [ . .
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that a contractor will not be deprlved of any background patents
by the apphcatlon of thlS leg1slat1on e

5 TITLE VERSUS LICENSING—

- The approach in H.R. 4564 consists of giving title to the contraCn
tor in most situations and perinitting licensing of - Government-
owned patents when the Government has retained title. The em-
phasis on title rather than licensing (the approach also used in the
related Senate bill S. 1657) helps (1) to ease the administrative
burden imposed when, through licensing, the Government becomes
party ‘to litigation and (2) to-avoid the increased costs of overseeing
the licensing process. Yet, as' Commissioner Mossinghoff noted in
his September 30, 1981 testlmony, the bills. permit flexibility -in
dealing with patents and allow for exceptions when title should not
be vested in the contractor. -However, Mossinghoff poinfed out,
these ‘bills place the burden of retaining title on the agency (as it
should be:in his opinion) rather than on: the contractor as is cur-
rently the practice. : ; -

6 PAYMENTS TO THE GOVERNMENT (RECOUPMENT)

H.R. 4564 contains a provision. for payments to the Government
These payments are intended to permit recoupment of the Govern-
ment funds paid to the contractor. When the Government has paid
a company to - perform;: research and ‘development, -the Govern-
ment’s funding:includes the company’s profit on the contract. Own-
ership and utilization of a resultarit patent prov1des added benefit.
The Government also should benefit from the income generated by
the application of the patentable idea conceived during taxpayer-
financed activities. The recoupment provision -contained in the
amendment- adopted by the Committee’ provides that recoupment
will only take place if the contractor has acquired a substantial near-
term commercial advantage, and shall not exceed the amount of the
government :funds expended except that under extraordinary cir-
cumstances the contractor and agency may agree to a negotiated
amount in excess of the government funds which were expended.
Hence, the provision should not serve as a disincentive to commer-
cialization. Another change made by the amendment exempts small
businesses and non-profit organizations from any recoupment.

Critics of the recoupment provision argue that the Government
receives a payback through taxes: paid. New jobs are created and
more wealth generated. The public receives benefits as a result of the
availability of a new product or process in the marketplace. As Dr.
Edwin Mansfield found in his research, the benefits to the public
resulting from the introduction of an 1nn0vat10n are greater than
those realized by the individual firm.!° Operation of such a recoup-
ment program could be a costly administrative burden. It is also a
difficult and uncertain task to determine what portion of the product
or process results from the patent and thus what percent of the
profit is subJect to recoupment .

LIS, Congress House Commlttee on Smence and Technology Natlonal Séience and Teclmo]
ogy Policy Issues, A Compendium of Papers. Washmgton, U S. Gov-t Prmt Off 96th Cong lst
Sess., Feb. 1979. p. 25. o B
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In light of this, the Administration’s posmon as stated by Dr.
Keyworth 1n his testimony before the September 1981 Jomt hear-
ing, is that, . . in the interests of operational simplicity, . . . the
constraint of recoupment required would be best left out.”

The Committee discussed recoupment at length during markup
of the b111 and, retalned an amended recoupment, sectlon

" 7. MANAGING' AGENCY

H R. 4564 glves responmbzhty for certaln act1v1tles for overSIght
and implementation of Federal patent. policy to the Federal Coordi-
nating Council for Science Engineering, and Technology (FCCSET)
and respons1b111ty for other activities to the Secretary . of Com-
merce. In testimony before the September .30, 1981 joint hearings.
Milton Socolar, Acting Comptroller General, argued that the imple-
mentation and oversight of Federal patent policy should not be the
. responsibility of one agency,. and-he noted that he preferred-the
managing agency- approach of H.R. 4564; which shares the responsi-
bilities between FCCSET and the Department of Commerce. The
Committee amendment to the bill strengthens the role of the De-
palrtment of Commerce in- FCESET for.the consideration of patent

0 1cy
B 8 JUDICIAL' REVIEW

_ Several sectmns of H R 4564 requ1re admlmstratlve decmwns to
be made. For example, (1} Sec. 301(a) requires agencies.to deter-
mine whether they will retain title, (2) Sec. 308 allows agencies to
waive U.S. rights under section 301(a), (3) Sec. 304 permits agencies
to require contractors to license patents in some circumstances. In
order to give either the contractor or an affected third party the
opportunity. to- appeal these administrative decisions, H.R. 4564
provides that a review .of the decision can be made by the Umted
States Court of Customs and Patent Appeals

9 TREATMENT OF UNIVERSITIES AND SMALL BUSINESSES

The Committee was particularly concerned that the r1ghts to
inventions for universities and small businesses contained in H. R.
4564 should be at least as strong as those in section 6 of P.L. 96~
517, the current law.

In the ‘case of unlversmes the Comnnttee wishes to provide
special encouragement since umversmes frequently generate ideas
that lead to innovations, but lnnovatmn is not the main. pursult of
universities,” .

In the case of small busmesses, the Committee w1shes to provide
special encouragement because small businesses are. extremely
fecund in producing innovations, but establishing a successful
small business is very difficult. The difficulty should be minimized.

The Committee amendment conforms H.R. 4564 to section 6 of
P.L. 96-517 in several respects and, furthetr, changes H.R. 4564 so
that rights of universities and small businesses under- the bill are
stronger than under section 6 (which is repealed by the bill).

Limitations.on the freedom of small businesses and universities
under P.L. 96-517 to do as they wish with their patents, wh1ch are
repealed by H.R. 4564 include:

1. The need to get agency approval to assgign patent rights to a
third party
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2. Limitations on what can be done with patent royalties.

3. Limitations on the type of firms to which patent rights can be
assigned.

4. The possibility that the Federal government may sublicense
the invention to a foreign government. H.R. 4564, as amended, also
provides that universities and small businesses shall not be re-
quired to make recoupment payments to the government. P.L. 96-
517 has no such bar on agencies.

The bill as amended also provides that regulations implementing
the bill may differ according to the type of contractor. Universities,
small businesses, and other contractors all differ significantly. Reg-
ulations must be framed with those differences in mind. The Com-
mittee believes, however, that separate laws for different classes of
contractors are not desirable.

10, ANTITRUST CONSIDERATIONS

Purposes of H.R. 4564 include the fostering of competition and
promoting the widespread utilization of inventions. In adopting a
“title in contractor” approach to help achieve these purposes, the
bill, as introduced, contained several portions aimed at ensuring
that vesting title in the contractor did not result in violations of
antitrust laws or concepts. In several placeg the bill contained the

“words ‘“fostering competition and preventing undue market conecen-
tration or the creation or maintenance of other situations inconsist-
ent with the antitrust laws”, or similar language intended to guide
agencies in implementing the bill. The Committee amendment ab-
breviates the language in each of these places to “prevent the
creation or maintenance of a situation inconsistent with the anti-
trust laws”, or similar language. This was done in part to avoid
having each agency judge what constitutes “fostering competition”
or “undue market concentration”. Limitation was placed on the °
scope of the agency’s antitrust determination, also, to reduce ad-
ministrative burdens and to increase the security of the contractor
in its knowledge that it will receive exclusive rights in the inven-
tion. The antitrust provisions throughout the bill are intended to
encompass existing judicial interpretations of activities prohibited
by the antifrust laws. This provision does not authorize each
agency to create its own body of antitrust law or policy; but in
applying this provision each agency has the authority, subject to
court review, to determine whether questionable conduct does or
does not violate existing antitrust laws as judicially interpreted. Of
course, the agency may commence action pursuant fo its antitrust
authority before the guestionable conduct actually becomes a per
se antitrust violation. ‘
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III SECTIONAL ANALYSIS
A TITLE I POLICY

Sectzon 1 01 —Fmd mgs

“Federal patent pohcy would serve the pubhc 1nterest better if it
more effectively promoted the commercialization of 1nvent10ns con-
ceived under Federally sponsored research and development

Section 102—Declaration of purpose

The purpose of the Act is first, to prov1de al unlform Federal-
patent policy which encourages the best contractors to participate
in Federal R&D programs, fosters competition, and promotes the
widespread use of inventions resulting fromthe. programs, and,
gecond to prov1de for-a hcensmg program for federally owned in-
ventions. - : JESRN - L

B. T II—Fuxcrions oF THE QFFICE OF SCIENCE AND. TEOH-
NOLOGY POLICY AND THE FEDERAL (QORDINATING COUNCIL FOR
SCIENOE ENGINEERING AND TECHNOLOGY . .

Sectwn QOI—Federal Coordmatmg Counal for Scaence Engmeermg,
- and Technology

This section requires that the Council’ study Federal patent
policy and its implementation (particularly the operation of this
Act), formulate recommendations, and make its findings known.
The Committee amendment provides that the Secretary -of Com-
mercé should play & key ‘role in ‘Council - dctivities on .Federal
patent policy by chairing a committee of the Council to formulate
Council recommendations. The Commerce :-Department plays a key
role in title IV of the bill regarding licensing and. contains the
Patent and Trademark Office. Its role in policy formulation W111
complement its roles in:other aspects of patents

C. Trre IH—ALLOCATION OF PROPERTY RIGHTS IN INVENTIONS
Resurting FroM FEDERALLY SPONSORED RESEARCH AND DEVEL-
" QPMENT ' : : :

Section 301—Ownersth and rtghts of the Govemment

‘Bubsection (a) describes the exceptional situations in which: the
Government would retain tltle to an invention. Seven instances are
described:

1. In the case of contracts for the Operatmn of Federal R&D
centers.

2. In the case of protectlng the natlonal securlty nature of act1v1—
ties under the contract. .

3. Where, because of exceptlonal c1rcumstances, the Government
needs to keep title to protect the public health, safety, or welfare.
It is expected that regulatlons implementing the Act will prov1de

(27)
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guidelines for agency implementation of this item. The guidelines
should be drawn in such a way that agencies cannot reverse the
intent of the Act and retain title to patents as a matter of course.
By the Committee amendment to this paragraph, recombinant DNA
research is to be considered an exceptional circumstance. The Gov-
ernment will take title to. recombinant DNA inventions unless it
makes an affirmative finding pursuant to section 308 that the
condition justifying acquisition of title by the Government under
section 301 no longer exists or the interests of the United States and
the general public will be best served if such rights were waived:
These waivers should be granted wherever possible. It is the intent, of
the amendment to have -each Federal agency make this determina-
tion at the time of entering into the contract for federally sponsored
research and development.

4, Where the invention will be required for comphance Wlth
Government. regulatlons

- The remaining three cases were added by the Commlttee amend—
ment and are cases des1gned to keep research performance and the
benefits of the research in the United States. g

- 5.-Where the research will be performed outside the U S

6. Where the contractor does not have a place of business in the
U.s..

1. Where the contractor is a foreign government or 1s the agent
of one.

Subsection (b) provides that where the Government does not
retain-title at the time of contracting: -

(1) The Government will get title later to any 1nvent10n the
contractor does not, want to patent..

2(A) The :Government may requlre reports from the contractor

“on the use of an invention.

2(B) The Government may practice the 1nvent10n free of charge
and may, if specified. in. the contract, allow State or local govern-
ments to practice the invention. (To * practlce an 1nventlon means
to produce it if-it is. a -product. and to use 1t if it 1s a process—
loosely speaking.) -

. By the Committee: amendment a portlon of text that would have
gwen the 1.8, government the rlght to sublicense a foreign govern-
ment was struck from the bill.

Section 302——Rzghts of the contractor

Subsection (a) is the heart of the Act. Tt states that the contrac-
tor may retain title in all circumstances except the exceptlonal
circumstances described in subsection 301(a).

- Subsection (b) states that if the Government has retained title
the contractor may practice the invention free of charge unless the
Government decides an exclusive license should be granted.

Subsection (¢), added by Committee amendment, provides that an
agency may give the rights to an invention to the inventor em-
ployed by a contractor if the contractor doesn’t want them. - :

Subsection (d), also added by Committee amendment, provides
that in the case of an invention made by more than one person,
and one of them is a Federal employee, the agency may assign its
rights to the invention to the contractor, if the contractor is a
small business or a non-profit organization (such as a university).
This is a provision taken from P.L. 96-517.
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Sectzon 303—~— Wawer

" This section prov1des ‘that ‘an agency may Walve the _govern-
ment’s right to retain title under subsectmn 801(a) if waiving those
rights will best serve the public interest, 1n view of the purpose of _
the Act.

Section 304—March-in-rights

- Subsection (a) pr0v1des that an agency may grant a liéense on an
invention to a third party if ‘this is necessary for any of four
reasons: R

(1) The contractor is not commermahzlng the invention. )

(2) To protect national security, health, safety, or welfare. (Agam
the application of this provision is expected to be rare.) .

- (8) To meet requirements of Federal regulations.

- (4) Antitrust problems have arisen. . .

Subsection (b) prescribes procedures to be followed by an agency
in making a decision to exerc1se its march-ln rlghts o

Sectwn 305—General provtstons

Subsection (a) requires that uniform regulations be 1ssued 1mp1e-
menting the allocation .of rights to inventions. The regulatlons_
must. follow “the spec1f"1cat10ns of the Act and must require each
agency to include provisions in its contracts which:

(1) require disclosure of inventions. ... .- :

(2) require a dec1s1on by the- contractor on whether to apply for a
patent.

3 requlre the contractor to flle a patent apphcatlon ‘and to
declare intent to . commerc1ahze the 1nvent10n 1f the contractor--
wants:to keep title. e

(4) require the contractor to state in any patent or patent apph—
cation that the Government provided support for the 1nvent10n and
has certain rights regarding it. .

(5) permit the agency to waive march-in rlghts reportmg requlre— .
ments, and retention of license by the government in spec1al cir-
cumstances i

(6) require that' a transfer by a..contractor of the rlghts to -an
invention -be subject: to- the rights of the Government given in the
Act. The Committeé intends:that. contractors should be able ‘to
transfer their rights freely, subject only to the explicit rights of the
Government given in the Acf. For the purpose of applying section
1235 of the tax code, the Committée -'-int'ends that the Government'’s
rights should not ‘be’considered ag-‘substantial”, The Committee
intends that income from the sale of a patent on an invention
made under a contract w1th the Government should be considered
a capital gain. - !

Subsection (a) also prov1des that the Federal Government should
not release information on a discloged invention for a‘time so that
a patent application can be filed. Premature release of mforrnatmn
might cause the apphcatmn to-be rejected. - o

Subsection (b) gives agencies certain authorlty to hcense 1nven~
tions where agency march-in rights have been-exercised.

-SBubsection (c), ‘added -by Committee amendment; prov1des that
regulations mav varv ac¢eording to' the tvoe of contractor R



80

Subgection (d), also added by the  Committee.: amendment

exempts the Tennessee Valley Authority from the Act. TVA is a
unique organization which the Committee believes should not be

considered a Federal -agency for the purposes of estabhshmg un1-f'

form Federal patent policy.

Section 306—Judicial review

This section provides that agency determmatlons under ‘the Act‘

may be reviewed by the United States Court of Customs and

Patent Appeals. As introduced, the bill specified the United States’
Court of Claims. This was changed by the Committee amendment :

Section 807—Contractor’s payments to the Government . .

This section, the recoupment sectlon provides that contractors’

(other than nonproflt organizations ‘and -small businesses,* which

are exempted, from recoupment by Committee amendment) should

share revenues from a patent with the Government. =
Recoupment should occur, according to paragraph (a)1) only 1f

commercial use is expected to occur within half the lifetime of a.
patent (8.5 years) from the date of signing of the contract and only
if* the ‘Government's contribution’ provides the contractor with a

substantial near-term ‘coriimercial advantage. -

Paragraph (a)(2) provides' that the total amount of moeney -re-

couped by the Government should not éxceed the amount paid by
the Government under the contract under which the invention was
made, except in extraordinary circumstances. It is expected that
recoupment would exceed the Government’s payment only very
rarely, in cases where the invention has reaped: huge proﬁts for the
contractor; relative to the Government’s payment. <

Paragraphs (a) (1) and (2) were added by the Commlttee amend—.

ment::

Subsectlon (b) pr0v1des that the agency may waive recoupment 111_‘

a number of circumstances.
Subsection (c) provides that. regulatlons developed to 1mp1ement

recoupment are subject to review by Congress. and may . be d1sap-

proved by either House.

Subsection (d). provides:that: agencies.should obtain recoupment:
payments in a-manner consistent: with subgection-(b) prior to. the.

t1me that regulatmns on. recoupment become effectlve g
Sectzons 308—Backgr0und rLghts e IR

This section states that nothing: 1n the Act shall be construed tol

deprwe the owner of any background patent;. rlghts

D TITLE IV-——DOMESTIC AND FOREIGN PRO’I‘EC’I‘ION AND LICENSING'

OF FEDERALLY OwWNED INVENTIONS RETI

Sectwn 401 —A uthonty of Federal agenczes

This sectioh-authorizes each agency to— .-
(1) obtain patents or other. protection for 1nvent10ns

(2) promote the licensing of inventions, : :
(3) make market.surveys, negotiate, etc.,

{4) take steps 1 through 3 either on their own or by contract'

(5) withhold premature publication of information on inventions,
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(6) license inventions, o I AT
(T)'let the Commerce Department undertake the steps above for
them, and"~" "~ - "
(8) designate the Commerce Department as: the re01p1ent of '
income from- 1nvent10ns to: W}uch the agency has title. : : ‘

Section 402—Authorzty of the Secretary of Commerce m cooperatzon
~with other Federal agencies. .

“This séction - gives the Commerce Department a lead role ini
licensing Federal inventions and gives thé Department several ex-:
plicit authorities to help it carry out that role. : .

Section L05—Authority of ‘the Administrator of General Servzces'

The ‘Administrator may promulgate regulations regarding the
- licensing of Federally owned inventions.

Section j04—Grants of an exclusive or partically exclusive license

Under Subsection (a) agencies may grant an exclusive or partial-
ly exclusive license to a federally owned U.S. patent, but only if—
(1) the best interests of the Government and the public will be
- served,.
(2) nonexclusive llcensmg won’t lead to practical use of the inven-
tion,
‘ (3) such a license is needed to provide an incentive for commer-
cialization of the invention, and
(4) the terms of the license do not allow more exclusivity than
necessary to promote commercialization.
Subsection (b) provides for licensing by agencies of federally-
owned foreign patents.’
Subsection (c) requires record-keeping on agency licensing.
Subsection (d) requires that terms of licenses include:
(1) reporting by the licensee on use of the invention,.
(2) retention of certain rights to use the invention by the Govern-
ment,
3) the right of the agency to revoke the 11cense if commercial use
_ is not accomplished,
(4) the right of the agency to require sublicensing and to revoke
the license if there are antitrust problems.

E. Tirte V—MISCELLANEOUS
Section 501—Definitions

This section defines “Federal agency” “contract”, “contractor”,
“invention’’, “subject invention”, “practical application”, “person”,
“made” (m relatlon to an mventlon) “antltrust law”, “small busi-
ness firm”, and “nonprofit organization”. The last two of these -
definitions are identical in substance to the definitions of “sinall

-ggsérie(ss-ﬂrm” and “nonprofit organization” given in Public Law

Section 502—Relationship to other laws
This Act provides no immaunity from antitrust law.
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Section 505—Identified acts amended

The intent of this section is to repeal-all ex1st1ng law spemfymg
patent policies for Federal agencies, so that there will be a single
law, ‘this Act, giving uniform  Federal patent policy. Portions of
gixteen ex1st1ng laws are amended or repealed by this Act. -~

By Committee amendment regulations implementing Public Law
96-517 are to continue in force until regulations implementing this-
Act have taken effect. This is to insure that there will not:be a
time . when there; are..no regulations. concermng Federal patent
pol1Cy for small busmesses and umversﬂues S oL

Section 504—Effective date - - REICRE
The Act shall take effect 8ix months after the month it'is 51gned




IV. IMPACT ON INFLATION

In accordance with Clause 2(1)(4), Rule XI, of the Rules of the
House of Representatives the following statement is made concern-
-ing the inflationary impact of HR. 4564.

H.R. 4564 is assessed to have no adverse inflationary effect on
prices and costs in the operation of the national economy.

V. COMMITTEE OVERSIGHT FINDINGS AND
RECOMMENDATIONS

Pursuant to Clause 2(1%3), Rule XI, of the Rules of the House of
Representatives, and under the authority of Clause 2(b)(1) and
Clause 3(f), Rule X, results and findings of Committee oversight
activities regarding Federal patent policy are incorporated in the
recommendations found in the present bill and report.

VI. SUMMARY OF GOVERNMENT OPERATIONS
COMMITTEE FINDINGS AND RECOMMENDATIONS

No findings and recommendaticns on oversight activity pursuant’
to Clause 2(b)(2), Rule X, and Clause 2(1X%3), Rule XI, of the Rules of
the House of Representatives have been submitted by the Commit-
tee on Government Operations for inclusion in this report.

VII. BUDGET ANALYSIS AND PROJECTION

H.R. 4564 provides no new budget authority or tax expenditures.
Consequently, the provisions of section 308(a) of the Congressional
.Budget Act are not applicable. ‘






VIIL CONGRESSIONAL BUDGET OFFICE ESTIMATES AND
S CGMPARISONS o
: s CONGRESS,
CONGRESSIONAL BubpgeT OQFFICE, .
‘ Washmgton, DcC, December 7, 1981
Hon DON FUQUA, S -
Chairman, Committee on Sczence and Technology, U S Hou,se of
Representatwes Washington, D.C:- -

-DeArR MR. CHAIRMAN: Pursuant’ to' Section 403 of the Congres- .
sional ' Budget ‘Act of 1974, the Congressional Budget Office has
reviewed H.R. 4564, the Uniform Federal Research and Develop-
ment Act of 1981, as ordered reported by the House Comrmttee on
Science and Technology, November 17, 1981.

H.R. 4564 would make a number of changes in federal policy
regarding the allocation of rights to inventions resulting from fed-
erally sponsored research and development {R&D). The bill outlines
the rights and responsibilities of federal agencies regarding the
management and use of federally sponsored R&D, as well as the
rights of contractors. It also specifies licensing procedures of feder-
ally owned inveritions. While a number of provisions ay result in
small costs or savings (as described below), in sum it is expected
tlﬁatbno significant budget impact would result from enactment of
this hill.

The Federal Coordmatmg Councﬂ for Sc1ence, Engmeermg, and
Technology (Council) is authorized in Title IT {o collect and analyze
data, and to make recommendations to the Office of Science and
Technology Policy (OSTP) regarding the policies, regulations, and
1mplementat10n of this bill. Based on information from the OSTP,
the Council is currently preparing a planning document outlining
future goals. While patent issues had previously been reported oh
by the Council, and therefore would not be a new area of considera-
tion, they would not necessarily have been a topic' for the new
agenda Should H.R. 4564 be enacted, however, the Council would
have .the flexibility and topical committees available to carry out
the requirements of H.R. 4564. As a result, it is expected that no
additional cost to the federal government would be incurred as a
result of title II. .

‘Title III lists separately the rights of federal agencies, as well as
the rights of contractors, as they apply to inventions developed as a
result of federal R&D. While the purpose of the bill as indicated in
Title I is to encourage invention and to promote the commercial
use of new technology resulting from federally sponsored R&D, the
balancing of rights between federal agencies and contractors is
likely to require clarification. Section 301, which specifies the
rights of the government, would allow federal agencies to retain
title to inventions if it “is ,necessary to protect the national security
nature of such activities,” or because it “is necessary to assure the
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adequate protection of the public health, safety or welfare.” It is
assumed that initially, perhaps within the first several years, such
broadly defined exemptions will prompt additional appeals and/or
litigation by federal agencies to define the rights of each party.
Thereafter, a reduced workload is anticipated.

Section- 305 requires that the. General Services: Administration,
the National Aeronautics: and Space-Administration, and the De-
partment of Defense issue uniform regulations for the allocation of
property rights in subject inventions. Based on the resources re-
quired to develop similar regulationg by the Office of Federal Pro-
curemeént Policy, it is estimated that approximately one work-year
plus clerical and other administrative expenses, totallinig approxi-:
mately $75,000 in fiscal year:1982; would be requlred although rio:
funds are authorized for this plirpose in the bill. g

Section 306 would allow.(but- not. require) any person, 1nclud1ng
third parties, to petition- the United States Court of Customs and
Patent Appeals if adversely affected by an agency determination..
Since this.bill is substantially . different. from current law over the
Iast 20 years, it is expected that the caseload of the:-court would.
increase slightly as a result of this. provision, particularly by public
interest .groups. or contractors. According to officials at the court,
no addltlonal personnel would be required. Rather, the appesl proc-
essing. time would, be, lengthened, although 1t is likely that the,
impact would not be’ significant.. ‘

H.R. 4564 would require, under certain cn'cumstances that con-;
tractors share royalties with the federal ‘Fovernment. The bill re-
quires that payments from the contractors shall not exceed the
amount, of government funds expended under the contract. Certain
administrative costs, including staff time, travel, and computer
services, are likely to be incurred in the process of determmlng and
collectmg these royalties. Although it cannot beé precisely deter-
mined, the net budget impact is expected to result in additional
recelpts to the federal government. While the bill does not specify
the use of these receipts, it is assumed that they would be trans
ferred by the Department of Commerce, which is resp0n81b1e for_
collections, to the general fund of the Treasury. .

Should the Committee so desire, we Would be pleased to prov1de_
further details on this estlmate ' .

o Smcerely, \ - e
_ ' RAYMOND SCHEPPACH e
(For Ahce M R1V11n Du'ector)




IX. ADMINISTRATION POSITION

At hearings held by the committee on the bill, H.R. 4564, several
Administration witnesses, representing the Executive Office of the
President and the Department of Commerce, supported the bill.
Their testimony appears in the hearings record, and is summarized
in the ‘“Issues Involved in H.R. 4564" section of this report.

X. COMMITTEE RECOMMENDATION

A quorum being present, the committee ordered the bill favor-
ably reported by voice vote of those present on November 17, 1981.






XI CHANGES IN EXISTING LAW MADE BY THE BILL AS
REPORTED

In compliance with clause 3 of rule XIII of the Rules of the
House of Representatives, changes in existing law made by the bill,
as reported, are shown as follows (existing law proposed to be
omitted is enclosed in black brackets, new matter is printed in
italic, existing law in which no change is proposed is shown in
roman): ey i e

SECTION 205 OF THE ACT OF AUGUST 14, 1946

AN ACT To prov1de for further research mto basm 1aws and prmmples relatmg :
to agriculture and to improve and facﬂltate the marketmg and distribution of
agricyltural preducts o . . . .

P ST LTI DU Tk EECETIE. O ROV

SEC 905, (a) In carrying out’ the provisions of title II of this Act
the Secretry of Agriculture nay cooperate with other branches of
the ‘Government; Staté agencies, ‘private - research -organizations,
purchasing. and consuming organizations, boards of . trade, cham: ‘-
bers of commerce, othr -associations of busmess or trade organiza-:
tions, transportation and storage agencies and organizations, or"
other persons or corporatlons engaged in the production, transpor-
tation, storing, processing, marketmg, and distribution of ‘agricul-~
tural products whether operating in one or more jurisdictions. The
Secretary of Agriculture shall have authority 'to énter into ‘ton-*
tracts and agreements under the terms of regulations promulgated
by him with States and agencies of States, private firms, institu-
tions, and individuals for the purpose of conducting research and
service work, making and compiling reports and surveys,’ and car-
rying out other functions’ relating thereto when in his judgment
the services or functions to be performed will be carried out more
effectively, more rapidly, or at less cost than if performed by the
Department of Agriculture. Contracts hereunder may be made for
work to be performed within a period not more than four years
from the date of any such contract, and advance, progress, or other
payments may be made. The provisions of section 3648 (31 US.C,
sec. 529) and section 3709 (41 U.S.C,, sec. 5) of the Revised Statutes
shall not be applicablie to contracts or agréements made under the
authority of this :section. Any unexpended balances of appropri-:
ations obligated by contracts-as authorized by ‘this section may,
notwithstanding.the: provisions of sectiomn.5 of ‘the Act. of June 20,
1874, as amended (31 U.S.C., sec. 713), remain:upon the books of :
the Treasury for not more- than five fiscal years before- be1ng car-
ried to the surplus fund and “covered -into -the: Treasury. [Any’
contract: made pursuant to this section shall contain' requirements -
making the result of such research and investigations available to
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the public by such means as the Secretary of Agriculture shall
determine.

*® * * ’ * * * *

SECTION 501 OF THE FEDERAL MINE SAFETY AND HEALTH Ac'r OF
. 1977

’ TITLE V—ADMINISTRATION

: o RESEARCH L
Sec. 501. (a) * * *

* R S we. K g * . *

(c) In carrying out the provisions for research, demonstrations,
experiments, studies, training, and education: under this- section.
and sections 301(h) and 502(a) of- this Act,” the Secretary of the
Interior and the Secretary of Health, Education, and Welfare in
coordination with the Secretary may enter into contracts with, and
make grants to, public and private agencies. and organizations and
individuals. [No research, demonstrations, or experiments shall be.
carried out, contracted .for, sponsored,.cosponsored, or authorized
under authorlty of this Act unless all information, uses, products,
processes, patents, and other developments resulting’ from such..
research, demonstrations, or experiments will. (with, such exception .
and limitation, if any, as the Secretary of the Interior . or the
Secretary of Health, Education, and Welfare in coordination with~

the Secretary may flnd to be. necessary in the pubhc 1nterest) be
available to the general public. ] R T

[N T T S TET *, . R R ITETII.

SECTLON 106 OF THE NATIONAL TRAFFIC AND Mortor. VEHICLE
‘L SAFETY Ac'r OF 1966

Sec. 106 (a) The Secretary shall conduct research, testmg, devel—
opment, and training necessary to carry out the purposes of thlS'
tltle, 1nclud1ng, but not 11m1ted to-—— ,

(1) o * : : S e

‘L{cy Whenever the Federal contribution for any research or de--
velopment activity authorized by this Act encouraging motor vehi- .
cle safety is more than minimal; the Secretary shall include in any.
contract, grant, or.other arrangement for such-research or develop-
ment activity, provisions:-effective to insure that. all-information,
uses, processes, patents, and other.developments resulting from .
that activity. will be made freely and fully available to the general
public. Nothing herein shall be construed to deprive the owner .of
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any]background patent of any rlght Wthh he may have thereun-
der :

SECTION 12 OF THE NATIONAL SCIENCE FOUNDATION ACT OF 1950

[PATENT RIGHTS w

[SEC 12. (a) Each contract or other arrangement executed pur—
suant to this Act which relates to scientific research shall contain
provisions governing the disposition of inventions produced there-
under in a manner calculated to protect the public interest and the
equities of the individual or organization with which the contract
or other arrangement is executed: Provided, however, That nothing
in this Act shall be construed to authorize the Foundation to enter
into any contractual or other arrangement inconsistent mth any
provision of law affecting the issuance or use of patents.

(b) No -officer or employee ‘of the Foundation shall: acqulre
retain, or transfer any rights, under-the patent laws of the United
States or-otherwise, in any invention which he may make or pro-
duce.'in connection' with performing his assigned. activities-and
which is directly. related to the subject matter thereof: Provided,
however, That this subsection shall not be construed to prevent any
officer or employee. of the Foundation from executing any applica-
tion for patent on any such invention for the purpose of assigning
the same to the Government or its nominee in accordance with
such rules and regulations. as the Director may establish.]

Secrion 152 or THE AroMic ENERcY Act or 19564 -
-CHAPTER 13. PATENTS AND. INVENTIONS

g ow ER Sk BT I E] g B
[Sec. 152, InveNTIONS MADE OR CONCEIVED DURING COMMISSION
CoNTRACTS.—Any invention or discovery, useful in the production
or utilization-of special nuclear material or atomic energy, made or
conceived in the course of or under any contract, subcontract, or
arrangement ‘eéntered into'with or for the: benefit of the Commis-
sion, regardless of whether. the contract, subcontract, or arrange-
ment involved the expenditure: of funds by the -Commission, shall
be vested in, and be the property of, the Commission; except that
the Commission may waive :its claim to any such-invention:or
discovery under such circumstances as the Commission may deem
appropriate, consistent with the policy of this section. No patent
for any invention or discovery, useful in the production or utiliza-
tion of special nuclear material or atomic energy, shall be issued -
unless the applicant files with the application, or within 30 days
after request therefor by the Commissioner of Patents (unless the
Commission advises the Commissioner of Patents that its rights
have been determined and that accordingly no statement is neces-
sary) a statement under oath setting forth the full facts surround-
ing the making or conception of the invention or discovery de-
scribed in the application and whether the invention or discovery
was made or conceived in the course of or under any contract,



subcontract, or arrangement entered-into with-or: for the benefit of

the Comrmission, regardless of whether the contract, subcontract, or,

arrangement involved the expenditure of funds by the Commission.
The Commissioner of Patents shall as soon as the application is
otherwise in’ condition for-allowance forward copies of the applica-
tion and the statement to the Commission.

[The Commissioner of Patents may proceed with the application
and issue the patent to the applicant (if the invention or discovery
is otherwise patentable)} tinless the Commission, within 90 days
after receipt of copies of the apphcatlon and statement directs the
Commissioner of Patents to issue the patent to the Commission (if
the invention or discovery .is otherwise patentable} to be held by
the Commission as the agent of and on behalf of the United States.

[If the Commission files such a direction with the Commissioner
of Patents, and if the applicant’s statement claims, and the appli-
cant still beheves, that the invention or discovery was not made. or
conceived ‘in the.course of or under any contact; subcontract or
arrangement entered. into with or for the benefit of the Commis-
sion. entitling the Commission to the title to the application or the
patent the applicant may, within 30 days after notification: of the
filing of such a' direction,: request.a hearing before a Board of
Patent Interferénces. The Board shall have. the power to hear and
determine whether the Commission was entitled .to the direction
filed with the Commissioner of Patents. The Board shall-follow the
rules and procedures established for  interference . cases :and an
appeal may be taken by either the applicant or:the Commission
from the final order of the Board to the Court of Customs and
Patent Appeals in accordance with the procedures govermng the
appeals from the Board of Patent Interferences. -

[If the, statement filed by the applicant should thereafter be
found to contain false material statements any notification by the
Commission that it has no objections to the issuance of a patent to
the applicant shall not be deemed in any respect to constitute a
waiver of the provisions of this section or of any applicable civil or
criminal statute, and the Commission may have the title to the
patent transferred to the Commission on the records of the Com-
missioner of Patents in. accordance with the provisions of. this
section. A determination of rights by the Commission pursuant to a
contractual provision or other arrangement prior to the request of
the Commissioner of Patents for the statement, shall be final in
the ‘absence of false material statements or nondlsclosure of materi-
al facts by the apphcant ] .
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¥ % * * * * L E

TITLE II—COORDINATION OF AERONAUTICAL AND SPACE
ACTIVITIES

* & ! * * ] & *

FUNCTIONS. OF THE ADMINISTRATION

Sec. 203. (a) The Administration, in order to carry out the pur-
pose of this*%ct shall—
1 :

* o * * 3 . *

(3) to ‘acquire (by purchase lease, condemnatlon, or. other-
" wise), construct, improve, repair, operate, and maintain labora-
tories, research and testing sites and facilities, aeronautical
and space vehicles, quarters and related accommodatiOns for
employees and depéndents of employees of the Administration,
and such other rea! and personal property (including patents},
or any interest therein, as the Administration deems necessary
within and outside the continental United States; to acquire by
. lease or otherwise, through the Administrator of General Serv-
ices, buildings or parts of buildings in the District of Columbia
“for the use of the Administration for a period not to exceed ten
years without regard to the Act of March 3, 1877 (40 U.S.C. 34);
- to lease to others such real and personal property, to sell and
otherwise dispose of real and personal property [(including
patents and rights thereunder)} in accordance with the provi-
sions of the Federal Property and Administrative Services Act
of 1949, as amended (40 U.S.C. 471 et seq.); and to provide by
contract or otherwise for cafeterias and other- necessary facili- -
ties for the welfare of employees of the Administration at its
installations and purchase and maintain equipment therefor;

; Jx . L E * * * . * . oo
(c) In the performance of its functlons the Adrmmstratlon IS

authorized .-
(1) ® %k k -

* - LS N : * . B

(13) (A) to: con51der ascertam, adjust, determme settIe, and

: pay, on behalf of the _Umted States, in full satisfaction thereof,

_any claim. for $5,000 6r less against the United States for

- bodily -injury, death,- or damage to or loss of real or personal

. property resulting from:the conduct of the Administration’s

functions as specified in_subsection {a) of this section, where

. such claim is presented to the Administration .in ertmg

.. within two years after the acc1dent or 1nc1dent out of whlch

the claim arises; and-

(B) if the Administration considers that a clalm in:.excess of $5 000
is meritorious and:would otherwise be covered by this paragraph, to
report the facts and c1rcumstances thereof to the Congress for 1ts
consideration. [.];

(14} to provzde effectwe contmctual provtswns for the report-
ing of the results of the activities of the Administration, includ-



ing full and complete technical reporting of -any innovation
made in the course of or under any contract of the Administra-
tion.
_ (d) For purposes of chapter 17 of title 35 of the United States
#Code,- the Administration shall be conszdered a defense agency
of the United States.

# * * # * * #

~TITEE III-—MISCELLANEOUS "

S & C e B ol kL e ow el S I N T

[PROPERTY RIGHTS IN INVENTIONS

[Skc. 305. (a) Whenever any invention is made in the perform-
ance of any work under any contract of the Admlnlstratlon .and
the Admlnlstrator ‘determines that—

[(1) the person who made the invention was employed or
assigned to perform research, development, or exploration
work and the invention is related to the work he was employed
or assigned to perform, or that it was within the scope of his

- employment duties, whether or not it was made during work-

~ ing hours, or with a contribution by the Government of the use

of Government facilities, equipment, materials, allocated funds,
information proprietary to the Government, or servicés of- Gov-

* erhment employees during working hours; or

L(2) the person who made the mventlon was not employed or
assigned to perform research development, or. exploration
work, but the invention is nevertheless related to the contract,
or to the work or duties he was employed or assigned to

. perform, and was made during working hours, or with a contri-
L H:)ltlon from the Government of the sort referred to, in clause
such invention shall be the exclusive property of the Umted States,
and if such’ invention is patentable a patent therefor shall be
issued to the United States upon application made by the Adminis-
trator, -unless the Administrator waives all or any part of the
rights of the United States to such invention in conformity with
the provisions of subsection (f) of this section.

[() Each contract entered into by the Administrator with any
party for the performance of any work shall‘contain: effective provi-
sions under which such party shall furnish-promptly to the Admin-
istrator a. written report containing full: 'and complete technical
information concerning: any invention, discovery, improvement, or
1nn(i{vat10n Wthh may.be made. in- the performance of any :such
wor : :

[(c) No patent may: be. 1ssued to any apphcant other ‘than the
Administrator for any invention which appears to the Commission-
er of Patents and Trademarks to have significant utility in' the
conduct .of aeronautical and space activities unless the -applicant
files: with the Commissioner, with the application or within: thirty
days after request therefor by the Commissioner, a. written state-
ment executed under oath settmg forth the full faets concernmg
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the circumstances under which such invention was made and stat-
ing the relationship (if any) of such invention to the performance of
any work under any contract of the Administration. Copies of each
such statement and the application to which it relates ‘shall be
transmitted forthwith by the Commissioner to the Administrator.

[(@ Upon any application as to which any such statement has
been transmitted to the Adm1mstrat0r, the Commissioner may, if
the invention is patentable, issue a patent to the applicant unless
the Administrator, within ninety days after receipt of such’ apphca—
tion and statement, requests that such patent be issued to him on
behaif of the United States. If, within such time, the Administrator
files such a request with the Commlssmner, the Commissioner shall
transmit- nofice thereof to the applicant, and shall issue such
patent to the Administrator unless the applicant within thirty days
after receipt of such notice requests a hearing before a Board of
Patent Interferences on the question whether the Administrator is
" entitled under this sectmn to receive such patent. The Board may
hear and determine, in. accordance with rules and procedures. es-
tablished for interference cases, the question so presented, and its
determination shall be subject to appeal by the applicant or by the
Administrator -to the Court of Customs and Patent: Appeals: in
accordance. with procedures governing appeals from dec151ons of the
Board of Patent Interferences in othér proceedings,

[(e) Whenever any patent has been issued to any apphcant in
conformity with subsection (d), and the Administrator thereafter
has reason to believe that the statement filed by the applicant in
connection - therewith .contained . any false- representation ‘of any
material fact, the Administrator within five years after the date of
issuance of such patent may file with the Commissioner a request
for the transfer to the Administrator of title to such patent on the
records -of the Commissioner. Notice of -any such request. shall be
transmitted by the Commissioner to the .owner of record of such
patent, and title to such patent shall be so -transferred-t{o. the
Administrator unless within thirty days after receipt of such notice
such owner of record requests a hearing before a Board of Patent
Interferences on the question whether any such false representa-
tion was contained in such statement. Such'question shall be heard
and determined, and determination thereof shall be subject to
réview, in the manner prescribed by subsection (d) for questions
arising thereunder. No request made by the Administrator under
this subséction for the transfer of title to any patent, and no
prosecution for the violation of any criminal statute, shall be
barred by any failure of the Administrator to make a request
under subsection (d) for the issuance of such patent to himi, or by
any notice previously given by the Administrator stating that he
had no objection to the 1ssuance of such patent to the appllcant
therefor. '

“[(£) Under such regulatlons in conform1ty with this subsectlon as
the Administrator shall prescribe, he may waive all or any part of
the rights of the United States under this section with respect to
dny invention or class of inventions made or which may be made
by any person or class of persons in the performance of any work
required by any contract of the Administration if the Administra-
tor determines that the interests of the United States will be



served thereby. Any such waiver may be made upon such terms
and under such conditions as the Administrator shall determine to
be required for the. protection of the interests of the United States.
Each such waiver made with respect to any invention shall be
subject to the reservation by the Administrator of an irrevocable,
nonexcluswe, nontransferrable, royalty-free license for the practice
of such invention throughoit the world by or on behalf of the
United States or any foreign government pursuant to any treaty or
agreement with the United States. Each proposal for any waiver
under this subsection shall be referred to an Inventions and Contri-
butions Board which shall be “established by the Administrator
within the Administration. Such Board shall accord to‘each inter-
ested party an opportunity for hearing, and shall transmit to the
Administrator its findings of fact with respect to such proposal and
its recommendations for action to be taken with respect thereto.
[(h) The Administrator is authorized to take all suitable and
necessary steps to protect any invention or discovery to which he
has title, and to require that contractors or persons who retain title
to inventions or discoveries under this section'protect’ the inven-
tions” or discoveries to which the Admmlstration has -or may ac-
quire a licenge of use. . =
[(i) The Administration shall be con51dered a defense agency of
the United States for the purpose of chapter 17 of tltle 35 of the
United States Code. =~ -
[(}) As used in this sectmn— : S ' e
L(1) the term “person” means any-individual, partnership,
corporation, assomatlon institution; or other entlty, o
[(2) the term ‘ ‘contract” means any actual or proposed con-
tract, agreement understanding; or other arrangement, and
" includes any gssignment, substitution of parties, or subcontract
executed or entered into thereunder; and: - :
L[(3} the term “made”, when used in relation to any inven-
- tion, means the conceptmn or f1rst actual reduction to practme
“.of such invention. ] - _

CON TRIBUTIONS AWARDS -

Suc. 306. (a) Subject to the provmmns ‘of this section the Adminis-
trator is authorized, apon his own initiative or upon application of
any person, to make a monetary award, in such amount and upon
such terms as he shall determine to be warranted, to any person
[(as defined by section 305)] for any scientific or technlcal contri-
bution to the Administration which is determined by the Adminis-
trator to have significant value in the conduct of aeronautical and
space activities. Each application made for any such award shall be
referred to [the Inventions and Contributions Board established
under section 305 of this Act] an Inventions and Contributions
Board which shall be established by the Administrator within the
Administration. Such Board shall accord to each such applicant an
opportunity for hearing upon such application, and shall transmit
to the Administrator its recommendation as to the terms of the
award, if any, to be made to such applicant for such contribution.
In, determlmng the terms and conditions of any. award the Admm-
istrator shall take into account—

(1) the value of the contrlbutron to the United States,
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¢ (2).the aggregate amount of .any sums which ‘have been ex-
ended by the applicant for the development of-such contnbu-
tlon ‘

(3) the amount of any compensation (other than salary re-
ceived for services rendered as an officer or employee of the
Government) previously received by the applicant for or on
account of the use of such*contribution by the United States;

. and
" (4) such other factors as “the Adm1n1strator shall determme
to be rnaterlal o ‘

P * Lo ® . S s e kL T [

T

SECTION 6 OF THE ACT OF JULY T, 1960

AN ACT To encourage and stlmulate the productlon and conservatlon of coal in
the United States through research and development by authorizing the Secre-
tary of the Interior to contract for coal research and for other purposes

* * * . * * * *

[SEC 6. 'No research shall be carned out contracted for spon-
sored, cosponsored, or authorized under authority of this Act,
unless all information, uses; products, processes, patents, and other
developments resulting from such research will (with such-excep-
tions and 11m1tat10ns, if any, as the Secretary may find to be
necessary in the interest of national defense) be available to the
general public. Whenever in the estimation of the Secretary the
purposes of this-Act would be furthered through the use of patent-
ed processes or equipment, the Secretary is authorized to enter into
stich agreements as he deems necessary for the acqulsltwn or use
of such. patents on reasonable terms a“nd condltlons ]

SECTION 4 OF THE HELIUM ACT

SEC 4 The Secretary is authorized to’ malntam and operate
helium productlon and purlﬁcatwn plants together with facilities
and accessories thereto; to acquire, store, transport, sell, and con-
serve helium, hehum-bearmg natural gas, and helium- -gas mix-
tures, to conduct exploration for and production of helium on and
from the lands acquired, leased, or reserved; and to conduct or
contract with public ‘or private parties for. experlrnentatlon and
research to discover helium supplies and to improve processes and
methods of helium production, purification, transportation, lique-
faction, storage, and utilization[: Provided, however, That all re-
search’ contracted for, sponsored, cosponsored, or authorized under
authority of this Act shall be provided for in such a manner that
all information, uses, products, processes, patents and other. devel-
opments. resulting fro_m such research developed by Government

_expenditure will {with such exceptions and limitations, if any, as

the Secretary may find to be necessary in the interest of national
defense) be available to the general public: And provided-further,
That nothing contained herein shall be constructed, as to deprive
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the owner of any background patent relatmg thereto tO such nghts
as ‘he may have thereunder}:: s ‘ _

2 SECTION 32 OF THE ARMS CONTROL AND DISARMAMENT ACT
' ) [PATENTS T

[Sec. 32. All research within the United States contracted for,
sponsored, cosponsored, or authorized under authority of this Act
shall be provided for in such manner that all information as to
uses, products, processes; patents, and other developments resulting
- from such research developed by Government expenditure will
(with such exceptions and limitations, if any, as the Director may
find to be necessary in the public interest) be available to the
general public.” This subsection-shall- not be s0 construed as to
deprive the owner of any background patent relatmg thereto of
such rlghts as he may have thereunder ] . . ‘

SECTION 302 OF THE APPALACHIAN REGIONAL DEVELOPMENT ACT
. - OF 1965 :

GRANTS FOR ADMINISTRATIVE EXPENSES OF LOCAL DEVELOPMENT
DISTRICTS AND FOR RESEARCH AND DEMONSTRATION PROJECTS

SEC 302 (a***"“ , . B

[(e) NO part of any approprlated funds- may be expended pursu-
ant to authorization given by this Act involving any scientific or
technological research or development activity unless such- expendi-
ture is conditioned upon-. provisions effective to insure. that all
information, copyrights, use, processes, patents, and other develop-
ments resultmg from that act1v1ty will be made freely available to
the general public. Nothing contained in this subsection shall de- -
prive the owner of any background patent relating to any such
activity, without his consent, of any right which that owner may
have under that patent. Whenever any information, copyright, use,
process, patent or development resulting from any such research or
development activity conducted in_whole or in part with appropri-
ated funds expended under authorization of this Act is withheld or
disposed of by any person, organization, or agency in contravention
of the provisions of this subsection, the Attorney General shall
institute, upon his own motion or upon request made by any
person havmg knowledge of pertinent facts, an action for the en-
forcement of the provisions of this subsection in the district court
of the United States for any judicial district in which any defend-
ant resides, is found, or has a place of business. Such.court shall
have Jur1sdlct10n to hear and determine such action, and to enter
therein‘ such orders and decrees as it shall determme to be re-
quired to carry into effect fully the provisions of this subsection.
Process of the district court for any judicial district in any action
instituted under this subsection may be served in any other judicial
district of the United States by the United States marshal thereof.
Whenever it appears-to the court in- which any such action is
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pendmg that other parties should be brought:before the court in
such action, the: court:may cause such other parties. to.: be sum-
moned from any Jud1c1al dlstr1ct of the Umted States }

SECTION 9 OF THE FEDERAL NONNUCLEAR ENERGY RESEARCH AND
DEVELOPMENT ACT -OF 1974 o

PATENT POLICY

SEC 9 [(a) Whenever any invention is: made or concelved in the
course of or under any contract of the ‘Administration; other than
nuclear energy research, development, and demonstration’ pursu-
ant-to the Atomic Energy Act’of 1954 (42.U.8, C 2011 et seq) and
the Administrator determines that— -

o [(1) the person who made the: 1nventlon was employed or

. agsigned to perform research,:development, or demonstration

work ‘arid ‘the invention -is related to-the work he was employed
or assigned to perform, or that it-'was within the scope of his

_ employment duties; whether or not it:was madeé during work-

ing hours, or with a contribution by the Government of the use
of Government facilities, equipment, materials, allocated funds,
information proprietary to the Government, or services of Gov-
ernment employees during working hours; or . '

‘ L(2) the person who made the. invention was not employed or

‘. @ssigned to perform research, development; or demonstration

work, but the invention is nevertheless related to the contract
‘or to" the -work . or duties he was- employed: or assigned fo
~ perform, and was made during working hours, or with a contri-

Ejlllltmn from the Government of the sort referred to in clause
title to such 1nvent1on shall vest ini the Umted States and if
'patents on such invention. are issued they shall be issued to the
United States, unless in particular circumstances the: Administra-
tor waives all or any part of the rights of the United States to such
inventionin conformity with the provisions of this section. .

L) Each contract entered into by the Administration with any
person shall contain effective provisions under which such person
shall’ furnish:promptly to the Administration a written report con-
taining full-and complete-techhical -informatién concerning any
invention, discovery, improvement, or innovation wh1ch may be
made in_the course of or under such contract.

[(c) Under such regulations in conformity. with- the prov1s1ons of
th1s section as the Administrator shall prescribe, the Administrator
may waive all or any part of the rights of the United States under
this section with .respect -to any invention -or.class of. inventions
made or which may beé made by-any. person: or: class of persons in
the course of or under any contract of the Administration. if he
determines that the interests of the United States and the general
public will best be served by such waiver. The Administration shall
maintain - a- publicly available, - periodically - updated :record of
waiver determinations. In maklng such determlnatlons, the Admin-
istrator shall have the following objectives:
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[(1) Making: the benefits of .the ‘energy research, develop-
ment; and demonstration program: w1dely avallable to the
pubhc in'the shortest: practicable timeé: - :
[(2) Promoting the commercial ut1l1zat10n of such inven-
tions.
-[(3)-Encouraging participation by prlvate persons in the
Administration’s energy..research, development, and demon-
stration program.
[4) Fostering competition.and preventing undue market
concentration or the creation or maintenance of other s1tua—
tions inconsistent with: the antitrust laws. .
[(d)-In determining .whether a waiver to the contractor at the
‘time of contracting. will . best: serve .the interests of the United
States .and the.general public, the Admmlstrator shall spec1ﬁcally
1nclude as considerations——
. [(1).the extent .to which the part1c1pat10n of the contractor
w111 expedite the attainment of .the purposes, of . the program;
- [(2) the -extént to which a waiver of all or any part-of such
.f rights in any. or all fields of technology is needed to. secure the
e part1c1pat10n of the particular contractor;

- (3) the extent to-which the: contractor’s. COmmermal posxtlon
. may -expedite .utilization .of . the: research, development and

--.demonstration program results; -

"[{4) the extent:to which the Government has contributed to

- the field of technology to be funded under the contract;

~.+ [(5) the purpose-and nature of the:contract; mcludmg the

intended -use of the results developed. thereunder :

-[(6) the' extent. to  which .the:contractor-has made or will

.- *make substantial investment: of financial resources.or technol-

- ogy.developed at the contractor’s:private expense which will ;

directly benefit the work to be performed under the contract; }

L[(7) the extent.to which the field of technology .to be funded

* under the contract has been developed at the contractor g pr1—
- vate expense; o

[(8} the ‘extent to Wthh the Government 1ntends to further

develop to-the’ pomt of commermal utlhzatmn the results of the
. contract effort; Lo i

[(9) the extent to Whlch the contract obJectlves ‘are-.con-
cerned with the public ‘health, public safety, or public welfare; i

"[(10) the likely. effect of. the Walver on competltlon and
market. conceutratmn and -

& [(11) in the case of & nonprofit educatlonal 1nst1tut10n, the
-~ extent “to” which. such: institution has a technology. transfer

' capability. and ‘program, : approved by.the Administrator as
" being consistent “with® the applicable .policies- of this:section.
- [(e) In determining whether a waiver to the:contractor or inven-
tor of rights to an identified:invention:will best serve the interests
of the United States and the general public, the Administrator
shall specifically include ‘as considerations-paragraphs (4) through
(11) of subsection (d) as applied to the invention and—.

[(1) the extent:to which such waiver.is a: reasonable and
necessary incentive -to call: forth private risk capital:for the
development and commercialization of the invention; and-.
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'[(2) the extent to which the plans; intentions, and ability ‘of
the contractor or inventor will obtain expeditious commercial-
ization of such invention.

[(© Whenever title to an invention is vested in the United
States, there may be reserved to the contractor or inventor—

L(1) a revocable or irrevocable nonexclusive, paid-up license
for the practice of the invention throughout the world; and

[(2) the rights to such invention in any foreign country
where the United States has elected not to secure patent rights
and the contractor elects to do so, subject to the rights set
forth in paragraphs (2), (8),(6), and (7) of subsection ‘(h): Pro-
vided, That when specifically requested by the Administration

“and three years after issuance of such a patent, the contract

shall subrnlt the report spemfled in subsectlon (h)(l) of this
section. .

[G) The Admlnlstrator shall, in granting waivers or licenses,
consider the small business status of the applicant.

[(k) The Administrator is authorized to take all suitable and
necessary steps to protect any invention or discovery to which the
United States holds title, and to require that contractors or persons
who acquire rights to 1nvent10ns under this section protect such
inventions.]

() The Administration shall be considered a defense agency of
the United States for the purpose of chapter 17 of title 35 of the
United States Code. .. |

[(m) As used in this section— -

" [(1) the term “person” means ‘any mdwu‘lual partnershlp,
corporatlon association, institution, or other entity;
L) the term- “contract” means any contract, grant, agree-
ment, understanding, or -other arrangement, Wthh includes
research development; or demonstration ‘work, and includes
- any assignment, substitution- of partles, or subcontract execut-
ed or enteréd into thereunder;: S
L@ the term “made”, when used’ in relatlon to any inven-
_tion means the conception’ or first actual reductlon to practlce
~'of such-invention;
' [4) the term “1nvent10n means 1nvent10ns or d1scover1es,
whether patented or unpatented and
[(5) the term “contractor” means any person havmg a con-
tract with or on behalf of the Administration.

“[(n) Within twelve months after the date of the enactment of
this Act, the Administrator with the participation of the Attorney
General, the Secretary of Commerce, and other officials as the
President may designate, shall submit to the President and the
appropriate congressmnal committees a report corncerning the ap-
plicability of existing patent policies affecting the programs under
this Act, along with his recommendations for amendments or addi-
tions to the statutory patent policy, including his recommendations
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‘on-mandatory licensing, Whlch he deems adVISable for carrylng out
the purposes of this Act.] :- S o

SECTION 5 OF THE CONSUMER PRODUC’I‘ SAFETY ACT

. PRODUCT SAFETY INFORMA’I‘ION AND RESEARCH -
Sec5(a)***.'_' R

% % o 3 * * *

[ Whenever the Federal contribution for any information,
research, or development activity authorized by this Act is more
than mmlmal the Commission shall include in any contract, grant,
or other arrangement for such. activity, provisions. affective to
insure that the rights to all information, uses, processes, patents,
and. other developments resulting from that act1v1ty will be made
available to the public. without charge on a nonexclusive basis.
Nothing in this subsection shall be construed to deprive any person
of any right which he may have had, prior to entering into any
arrangement referred to in this subsectlon to any patent patent
apphcatlon or 1nvent10n 1

SECTION 3 OF THE ACT OF APRIL 5, 1944

AN ACT Authonzmg the construction and operation of &emonstratmn plants to
produce synthetic liquid fuels from coal, oil- shales, agricultural and forestry
products, and other substances, in order to aid .the prusecutmn of the war, to
conserve and 1ncrease the 011 resources of the Natmn and for other purposes

K #* - ® o * *. * Lo

[Sec 3. The Secretary of the Interlor 18 authonzed to0 grant on
such terms as he may consider. appropriate but subject to section
207 of the Federal Property.and Administrative Services Act of
1949, licenses under patent rights acqulred under this Act: Pro-
vzded That such licenses are . consistent with, the terms.of the
agreements by which such patent rights are acquired.. No” patent
acquired by the Secretary of the Interior under. this. Act shall
prevent any citizen of the United States, or corporation -created
under the laws of the United States or any State thereof, from
using any invention, discovery, or process covered by such patent,
or restrict such use by any such citizen or corporation, or be the
basis of any claim agamst any such “person or: corporatmn on - ac-
count of such use ] . :

n SecTION 8001 Loi?" THE So'i.m 'WASTFE D'IS?O;SAL ACT '
.. RESEARCH, DEMONSTRATIONS TRAINING, AND' OTHER ACTIV!TIES
Sec ‘8001, (a) General Authority. *

* * * * E3 * *

(¢) Authorities.—(1) In carrying out subsection (a) of this section
respecting solid- waste research, studies, development, and demon-
stration, except as otherwise specifically provided in section
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8004(d) the ‘Administrator -may -make. grants ‘to.or.enter into. con- -
tracts. (including : contracts for constructlon) Wlth publlc agenc1es-
and authorities or private persons... -

“(2) Contracts. for::research, development or demonstratlons or.
for both :(including contracts for construction) shall be .made' in
accordance -with and: subject to the limitations. prowded with re-.
spect-to research contracts: of the military departments-in title. 10,
United States Code, section 2353, except that the determlnatlon,'
approval, and certification requlred thereby shall be made by the
Administrator.

[(3) Any invention made or concelved in the course of or under,
any contract under this Act shall be subject to section 9 of the
Federal Nonnuclear Energy Research and Development Act of 1974
to the same extent and in the same manner. as inventions made or
conceived in the course. of contracts under such Act, except that in
aprlving such section, the Environmental. Protection Agency shall
be subsituted for the Energy Research and Development' Adminis-
tratlon and the words “solid -waste” shall be substituted for the
word: “‘energy’ ! where: appropriate.] -

'(4) For carrying.out the. purpose of th1s Act the Adm1n1strat0r
may detail personnel of the Environmental Protection Agency to
agenc1es ehg1ble for assistance: under this sectlon .

TITLE 35 UNITED STATES CODE

PART IV—PATENT-f fGOOPERATIQN TREATY -

U See

Chap o : : BRI I 5 : .
35. Definitions e reneresesranaes et i i 851
36. International Stage .. . i N, T3l
37, National Stage.. e . -871

L38. Patent rights in inventions made with Fod assistance.]
. - *:-_»‘,Ui‘:,:; L. .1*‘: .- 7.1: ”:‘;-_\, Kl . - ’. .,17 L *'. = 1

[CHAPTER 38. PATENT RIGHTS IN INVENTIONS MADE
e WITH FEDERAL ASSISTANCE R

[Seer C
[200: Pollcy dnd’ obJectwe

[ 201 ‘Definitions, =+ it oL

[ 202; Disposition. of r1ghts )

[208. March-in rights. '

[204, Preférence for Uhited" States mdustry
[205, Confidentiality. : :
[ 206+ Uniform.clauses-and regulatmns et B o
[207. Domestic and foreign protection, of federally 0wned mventlons
[208. Regilations governing Federal licensing. )
[209. Restrictions on hcensmg of federally owned mventmns

[210. Precedencé of chapter. :
'211.‘~Relat10nsh1p to antltrust laws

[§ 200. Policy and objectlve

-[It-is. the policy and objective of the Cong‘ress to use the patent
system' to: promote-the utilization: of inventions- arising from- feder-
ally -supported: research:-or development to encourage maximum
participation .of small’ business- firms in féderally: supported re-
search and :developmerit efforts; to promote . collaboration :between
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commercial concerns and nonprofit organizations, including univer-
sities; to. ensure that-invetitions made by nonprofit- organizations
and small business firms are used:in a:manner to promote free
competition and enterprise; to promote ‘the commercialization and
public availability: of 'inventions made in the United States by.
United: States industry and labor; to ensure that the: Government:
obtains sufficient rights in' federally: supported inventions to meet .
the needs of the Government-and protect the. public against nonuse
or unreasonable use of inventions, and to minimize the costs of
administering policies in this area. S AR
[§201. Definitions.. .- .. i ..
[As used in this chapter— : = oo Dy SRR ‘
:.- [(a) The term “Federal agency”’ means any executive agency
.. .as defined insection 105 of title 5, United States Code, and the -
. military departments-as defined by section 102 of title:5,
“United States Code; -« /v s : T e
: [(b) The term “funding agreement” means .any contract,
grant, or cooperative ageement entered ‘into between any Fed-
eral agency, other than the Teénnessee Valley Authority, and
- any contractorfor the performance of experimental,: develop--
mental, or research work funded in whole or in part by the
Federal Government. Such term includes any assignment, sub-
stitution of parties, or subcontract of any type entered into for
the performance of experimental, developmental, or research
work under.a funding agreements. as herein defined.
.L[(c) The term ‘‘contractor”: means any person, small busi-
. hess firm; or nonprofit organization that is a party to a fund-
. ing agreement, . . _ R
- [(d) The term “invention” means any invention or discovery-
‘which is or may be patentable or otherwise protectable under
[(e) The term “subject invention” means any invention of
the contractor conceived or first actually reduced to practice in
the performance of work under a funding agreement. .
L[(f) The term “practical application’ means to manufacture
in the case of a composition or product, to practice in the case
of a process or method, or to operate in the case of a machine :
or system; and, in each case, under such conditions as to estab-
lish that the invention is being utilized and- that its benefits :
are to the extent permitted by law or Government regulations
available to the public on reasonable terms. e
L&) The term “made” when used in relation to.any inven- .
tion means the conception or first actual reduction to practice
of such invention, T A S N A
L(h) The term “small business firm’ means a small business
concern as defined at section 2 of Public Law.85-536-(15 U.S.C.
632) and implementing regulations of the Administrator of the.
Small Business Administration, o
. [ The term:. “nonprofit organization’ means universities
‘and other institutions of higher education or-an organization of :
‘the type described in section:501(c)3} of the .Internal Revenue
.+ Code-of 1954 (26 U.8.C..501(c)) and exempt from taxation under
~..section . 501(a) of 'the.Internal Revenue Code (26.U.8.C..501(a))
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: or. any nonprofit scientific or educational organization quallfled
“under a State nonprofit orgamzatlon statute . .

[§ 202 Dlsposmon of rights = 7 s e

[(a) Each - nonproﬂt orgamzatwn or- small busmess firm .may,
within a reasonable time after disclosure as required by paragraph
(¢)(1) of this section, elect.to retain title to. any subject invention:
Provtded however, That a funding. agreement may provide other-
wise (i) when the funding agreement is for the operation of a
Government-owned research or production facility, (ii) in exception-
al circumstances when it is determined by the agency that restric-
tion or elimination of the right to retain title to any subject inven-
tion will better promote the policy and objectives of this chapter or
(ifi) when it is determined by a Government.authority .which is
authorized by statute or Executive order to conduct foreign intelli-
gence or counter-intelligence activities that the restriction or. elimi-
nation of the right to retain title to any suhbject invention: is neces-
sary to protect the security of such activities. The rights of the
nonproflt organization or. small business . firm shall be subject to
the provisions. of paragraph (c) of this section and the other provi-
sions of this chapter. ., -

Lb)X1) Any determination under. (11) of paragraph (a) of ‘this
sectmn shall be in writing and accompanied by a written statement
of facts justifying the determination.” A copy of each such determi-
nation and justification shall be sent to the Comptroller General of
the United States within thirty days after the award of the applica-
ble funding agreement. In the case of. determinations applicable to
funding agreements with small business firms copies shall also be
sent .to the Chief Counsel for Advocacy of the Small Business
Administration, . -

L2 .If the Comptroller General beheves that any pattern of
determinations by a Federal agency is contrary 10 the policy-and
objectives of this chapter or that an agency’s policies or practices
are otherwise not in conformance with this chapter, the Comptrol-
ler General shall so advise the head of the agency The head of the
agency shall advise the Comptroller General in writing within one
hundred .and twenty days of -what action, if any, the agency has
taken or plans to take with respect to the matters ra1sed by the
Comptroller General, = .~

[(3) At least. once ‘each’ year the Comptroller General shall
transmit a report to the Committees on the Judiciary of the Senate
and House of Representatives on the manner in which this chapter
is being 1mplemented by the agencies and on such other aspects of
Government patent policies and practices with respect to federally
funded inventions as the Comptroller General believes appropriate.

[(c) Each fundlng agreement-with a. small. busmess firm or non-
‘profit organization shall contain approprlate prov1s1ons to effectu-
ate the following:

ALY AL requlrement that the contractor d1sclose each subject
mventlon to the Federal agency within a reasonable time after

. it is made and that the Federal Government may receive title

1o any subject invention not reported to it within such time.
_ L(2) A requirement that the contractor make an election to
- retain. title to any subject invention within a reasonable. time
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after disclosure and that 'the Federal Government may receive
. title to any subject invention in which the contractor does not
elect to retain rights or fails to elect. rights within such. time:
- L[B) A requirement that a contractor electing rights file
- patent applications within reasonable times and that the Fed-
eral Government may receive title to-any subject inventions in
the United ‘States or other countries in which the contractor
_has not filed ‘patent. apphcatlons On the sub_}ect 1nvent10n

h ~ ‘within such times.

E(4y With respect to any invention in which the contractor
elects rights, the Federal agency shall have a nonexclusive;
nontransferable, ' irrevocable, paid-up license to practice or
have practiced for or on behalf of the United States any sub-
ject invention throughout the world, and may, if provided in
the funding agreement, have add1t10na1 rights to sublicense
any foreign government or international organization pursuant'
to any existing or future treaty or agreement.

- E(5) The right of the Federal agency to require -periodic
reporting on the -utilization or efforts at obtaining utilization
that ‘are being made by the contractor or- his-licensees or
assignees: Provided, That any such information may be treated
“ by the Federal agency as commercial and financial information
" obtained from a person and privileged and confidential and not
‘subject to disclosure under sectlon 562 of title. 5 of the Umted
‘States Code, :
" [(6) An obligation on the’ part of the contractor in the event
a United States patent application is filed by or on'its behalf
or by any assignee of the contractor, to include within the
specification of such application and any patent issuing there-
on, a statement specifying that the invention was made with’
Government support and that the Government has certam
- rights-in the invention.

[(7) In the case of & nonprofit organization, (A) a proh1b1t1on
upon the assignment of rights to a subject invention in the
United States without the approval of ‘the Federal agency,
-except” where such assignment is' made to an organization

“which has as one of its primary functions the managerient of
inventions and which is hot, itself, engaged in or does not hold.
a substantial interest in other organizations engaged in the
manufacture or sale of products or the use of processes that
might utilize the invention or be in competition with embodi--
ments of the invention (provided that such assignee shall be
‘subject to the same provisions as the contractor); (B).a prohibi-
tion against the granting of. exclusive licenses under United
States Patents-or Patent: Applications in a subject invention by
- the‘contractor to persons other than small business firms for a
period in excess of the earlier of five vears from first’ commer:
cial sale or use of the invention or eight years from the date of

© - the exclusive- license- excepting that’ time ‘before regulatory

agencies necessary to obtain premarket clearance unless, on a
case-by-case basis, the Federal agency approves a longer exclu-
sive license. If excluswe field of use licenses are granted, com-
mercial sale or ‘use in ‘one field of use shall not be deemed
commercial sale' or use as to other: fields: of Use, and- a first
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- commercial sale or-use with respect-to:a produét of the inven-
‘tion shall not be deemed to end the ex¢lusive period to.differs
ent subsequent products covered biy-:the.invention; (C). a. re-

- quirement. that the contractor share royalties: with the inven-
. tor;-and (D) a requirement that the balance of any royalties or

- income earned by the contractor with respect to subject.inven-

tions, after payment of expenses (including payments.to:inven-

' . tors) incidental to the administration of subject:inventions, be
~--utilized for. the support of. scientific research or ediication.
[(8) The requ1re1nents of sectlons 203 and 204 of: thlS chap-

[(d) If a contractor does not elect to retam tltle to a sub_]ect
mventlon in cases subject to this section, the Federal agency. may
consider. and after consultation. with the_contractor. grant requests
for retention of rlghts by the inventor subject to the. prov1310ns of
this. Act and regulations promulgated hereunder. ,

[(e). In any.case when a Federal employee is a coinventor of any
invention made under a funding agreement with a nonprofit orga-
nization or small business firm, the Federal agency employing such
coinventor is authorized to transfer or- ‘asgign® whatever. rights:it
may .acquire in-the subject. invention from. its employee to.the
contractor subject to the conditions set forth in this chaptér. =

[(H(1) No funding agreemeént with a small business firm or non:

profit orgamzatlon shall contain a provision allowmg a Federal
agency to require the licensing to third parties of inventions owned
by the.contractor that are not subject inventions unless sich provi-
gion has been approved by the head of the agency and a written
justification has been signed by the head of the agency. Any such
provision shall clearly state whether the licensing may be required
in connectioti with the practice of a subject invention, a spemflcally
identified work object, or both. The head of the agency may not
delegate the authority to approve prov151ons or 51gn Just1ﬁcat10ns
required by this paragraph.
L2 A Federal _agency ‘shall not requive the hcensmg of third
parties under any such- provision unless the head of the ‘agency
determines that the ‘use of the invention by others is necessary for
the practice of a subject invention or for'the use of a work object of
the funding agreement and that such action is necessary to achieve
the practical application of the subject invention or work obJect
Any such determination shall be on the record after an opportuni-
ty for an agency hearing. ‘Any dction commenced for' judicial
review ‘of such determination shall be brought w1thm snxty days
after not 1ﬁcat10n of such determmatmn

[§ 203 March -in rlghts

- [With respect to any sub_]ect mventmn in wh1ch a small busmess
firm or nonprofit organization has acquired “title “under this chap-
ter, the Federal agency under whose funding agreement.the subject
invention was made shall have the right, in accordance with such
procedures as are provided in regulations: promulgatéd hereunder
to require ‘the contractor, an - assignee-or exclusive licensee of a
subject invention to:-grant a nonexclusive, partially .exclusive; or
exclusive license in any field of use to'a- respons1ble appllcant or
applicants, upon terms- that- are: ‘reasoriable ‘under the circum-



stances, and if the contractor, assignee, or exclusive licensee re-
fuses such- request, to grant such a hcense 1tse1f if the Federal
agency determines that such— = -
[(a) action is necessary because the contactor or assagnee
‘ has not tdken, or is not:expected to take within a reasonable
. ctime, ‘effective steps toachieve - practical apphcatxon of the
sub_]ect invention in'such field of use; :
~[(b) action is necessary to alleviate health or safety needs
- which are not reaSOnably satlsfled by the contractor asmgnee
. or their 11censees, Co
[(c) action is necessary to meet requlrements for publlc use
-‘specified by Federal regulations and such requirements are not
' reasonably satlsfied by the contractor, assignee; or licensees; or
-+ [(d)-action is necessary because the agréement required by
section 204 has not-been obtained or waived or because a
licensee of the exclusive right to use or sell any subject inven-
tion in the United States is in- breach of 1ts agreement obtalned
pursuant to section 204 -

[§ 204 Preference for Umted States mdustry .

[Notwithstanding any other provision of this chapter, no small
business firm or nonprofit organization which receives title to any
subject. inventjon and no assignee of any such small business firm
or nonprofit orgamzatlon shall grant to any person the exclusive
right to use or sell any subject invention in the United States
unless such person agrees that any products-embodying the subject
invention or produced through the use of the subject invention will
be manufactured substantially in the United States. However, in
individual cases, the requirement for such an agreement may be
waived by the Federal ‘agency under whose funding agreement the
invention was made upon a. showmg by the small buginess firm,
nonprofit organization, or assignee that reasonable but unsuccess-
ful efforts have been made to grant licenses on similar terms to
'potentlal licensées that would be likely to manufacture substantial-
Iy in the United. States or.that under the: circumstances domestic
manufacture ig not commercially féasible. . .

- [8205. Confidentlallty

[Federal agencies are authorlzed to withhold from disclosure to
the public information disclosing any invention in which the Feder-
al Government owns or may own a right, title, or interest (includ-
ing a nonexclusive license) for a .reasonable time in order for a
patent application to be filed. Furthermore, Federal agenmes_ shall
not be required to release copies of any document which is part of
an. application for patent filed with the United States Patent and
Trademark Office or. with any. forelgn patent offlce

[§ 206 Uniform clauses and regulatlons

[The Office. of Federal Procurement P011cy, after rece1v1ng rec-
ommendations of the Office of Science and Technology Policy, may
issue.regulations which may be made applicable to Federal agen-
cies implementing the provisions of sections 202 through 204 of this
chapter and the Office:of Federal Procurement. Policy shall estab-
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lish ' standard funding agreement prowsmns requlred under this
chapter R

[§ 207. Domestlc and:_;‘f"' ign protectlon of’ federally owned inven-
.. tions : O

[Each Federal agency is authorrzed to-—— .
~[(1) apply for, obtain, and maintain patents or. other. forms
: of protection in the United: States and in.foreign countries on
" .~"inventions: in whlch the Federal . Government owns a rlght
-title, or: 1nterest )
[(2) grant nonexcluswe, exclus:ve, or part1a11y excluswe k-
- . censes ‘under . federally owned patent applications, patents, or
- other forms of protection. obtained, royalty-free or for royalties
or other consideration, and on such terms and conditions, in-
cluding the grant to the licensee of the right of enforcement
pursuant to the provisions of chapter 29 of this title as deter-
. mined appropriate in the public interest; '~
[(8) undertake. all other suitable and necessary ‘steps to pro-
tect and administer rights to federally owned inventions on
. behalf of the Federal Government erther dlrectly or through
. contract; and. _
" [@) transfer custody"and admmlstratlon in’ Whole or in’
. part, to another Federal agency, of the* rlght tltle, or 1nterest
in any federally owned 1nvent10n

[§ 208. Regulatlons govermng Federal llcensmg

[The Admlmstrator of General' Services is authorlzed to promul—
gate regulations “specifying the’ terms and conditions upon which
any federally ownied invention, other than inventions owned by the
Tentiegsee Valley Authonty, may be hcensed on a’ n0nexc1uswe,
'partlally excluswe, or excluswe bas1s : ER P

[§ 209. Restrlctlons on ltcensmg of federally owned mventlons

“La) No Federal: agency shall grant any. license under a patent or
-—patent apphcatmn ‘on a - federally’-owned. invention- unless the
person-requesting the-license has supplied the agency with-a plan
for :development ;and/or marketing: of the-invention, except that
‘any such:plan may be treated:by the Federal agency as commercial
-and- financial .information ‘obtained from a person and privileged
-and-confidential ‘and not subject-to:disclosure under sectmn 552 of
t1t1e 5 of the United States Code.

L) A Federal agency.shall normally- grant the rlght to use. or

sell any federally owned .invention in the United States only to a
licensee that agrees.that any. products embodying. the invention: or
‘produced through the-use of the 1nvent1on W111 be manufactured
substantially in the United States.. ;

L)1) Each Federal agency may grant exclusrve or partlally
exclusive licenses in any invention covered by a federally. owned
-domestic patent.or. patent apphcatlon only. if, after. public notice
/?I?dt opportunlty for .- filing . written.. ob_]ectlons it is- determlned
. that— ,

: [(A) the 1nterests of the Federal Government and the pubhc
wﬂl best be served. by the proposed. license, in viéw-of the
“applicant’s intentions, plans, and ability to brlng the invention



- to practical “application or otherwise promote the invention’s

utilization by the public;

L(B) the desired practical application has not been achleved
or is not likely expeditiously to be achieved, under any nonex-
clusive license which has been granted or which may be grant-
ed, on the invention;

- [(C) exclusive or part1a11y excluswe l1censmg is a reasonable

. and necessary ‘incentive tocall forth the investment of rigk

capital and expenditures to bring the invention to practical
.application or otherw1se promote the 1nvent1on s ut111zat10n by
the public; and -

[(D} the proposed terms and scope of exclusnnty are not
greater than reasonably necessary to provide the incentive for
bringing the invention to practical application or otherwise
promote the invention’s utilization by the public.

[(2) A Federal agency shall not grant such exclusive or pattially
exclusive license under paragraph (1) of this subsection if it deter-
mines. that the grant of such license will tend substantially to
lessen compet1t1on or result ih undue concentration in any section
of the country in any line of commerce to which the technology to
be licensed relates, or to create or mamtam other sutuatlons incon-
sistent with the antltrust laws.

[(3) First preference in the, exclusive or’ partlally exclusive li-
censing of federally owned inventions shall go to small business
firms submitting plans that are determined by the agency to be
within the capabilities of the firms and equally likely, if executed,
to bring the invention to practical application as any plans. submlt-
. ted by-applicants that are not small business firms.

[(d) After consideration of whether the interests of the Federal
Government or United States industry in foreign.commerce will be
enhanced, any Federal agency may grant exclusive or partially
exclusive licenses in any invention covered by -a foreign -patent
application or patent, after public notice and. opportunity for filing
written .objections, except-that. a Federal agency shall not grant
such exclusive or. partially exclusive license: if it determines that
the- grant of such license will. tend substantially-to lessen competi-
tion or result in . undue concentration in any section-of the United
States in any line of commerce to which the technology to be
- licensed relates, or to create or mamtaln other s1tuat10ns inconsi-
sent with antitrust laws.

‘[(e) The Federal agency ‘shall malntam a record of determma-
tions to grant exclusive or partially. exclusive licenses.

[(f) Any grant of a'license shall contain :such terms and condi-
tions as the Federal agency determines appropiate for the protec-
tion of the interests of the Federal Government and the pubhc,
1nclud1ng provisions-for ‘the following: "

[(1) periodic reporting on the utlhzatmn or efforts at obtaln-
ing utilization that are béing made by the licensee with partic-
ular reference to the plan submitted: ‘Provided, That any stch

. information may be treated by the Federal agency as commer-

cial and financial information' obtained from a person and
privileged and confidential and not subject to- dlsclosure under
section 552 of title 5 of the United States Code; - ,
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'[(2): the right of the Federal agency to terminate‘such li-
cense in whole or in part if it determines that the licensee is
.-not excecuting the plan submitted with:its request. for a license
and the licensee cannot otherwise demonstrate to the satisfac-
.. -tion of the Federal agency that it has taken or can be expected
to take within a reasonable time,.effective . steps- to, achieve
_-practical application of the 1nvent10n s
[(3) the rights of the Federal agency to termmate such
license. in whole or in part if the licensee is in breach of an
agr&eement obtamed pursuant to paragraph (b) of th1s sectlon
an
. [4) the rlght of the federal agency to termmate the 11cense
. in whole or in part if the agency determines that such action is
" necessary to meet requirements for public use. specified by
 Federal regulation issued after the date of the license and such
‘requirements are not reasonably satlsﬁed by the hcensee

§ 210 Precedence. of chapter -

“L(a) This chapter - shall' take" precedence ‘over’ any other Act
which would require a disposition of rights in subject inventions of
stinall *businéss firms-or nonprofit organizations contractors in.a
mariner “that - is inconsistént with' th1s chapter 1nclud1ng but notE
necessar.dy limited to-the following:- '

'[(1) section ‘10(a) ‘of ‘the Act of June 29 1985, ‘as: added by
t1tle I of the Act of August 14 1946 7 US G 4271(a) 60 Stat :
e '-1(}85)
S [(2) sectlon 205(a) of the Act of August 14 1946 (7 U SC;
- 1624(a); 60 Stat. 1090);, .. .. :
<. [(8) section . 501(c): of: the Federal Mine - Safety and Health-‘
“-Act of 1977 (30 US.C. 951(c); 83 Stat. 742); - -
«.. - [(4) section-106(c) of the Natlonal Traff1c and Motor Vehlcle
G Safety Act-of 1966 (156 17.5.C: 1395(c); 80 Stat..721); .
- -[[(5) section . 12. of.the :National . Sclence Foundatmn Act -of -
1950 (42 U.8.C. 1871(a); 82 Stat. 360); : .
. -[(6) section 152 of the Atomlc Energy Act of 1954 (42 USC
..2182; 68 Stat. 943); B
[(7) section 305 of the Natlonal Aeronaut1cs and Space Act'
.- of 1958 (42 U.8.C. 2457);
- [(8) section 6 of the Coal Research Development Act of 1960
(30 U.S.C. 666; 74 Stat. 337); . - i
L sectlon 4 of the Helium Act Amendments of 1960 (50
US.C. 167b; 74 Stat. 920); '
Ca0) section 32 of the Arms Control and Dlsarmament Act__'
of 1961 (22 U.5.G, 2572; 75 Stat. 634); -

.. [an subsection (e) of section 302 of the Appalachlan Reglon-

J 'al Development Act of 1965 (40 U.S.C." App. 302(e); 79 Stat. 5); .

g [(12) section 9 of the Federal Nonnuclear Energy Research :

and Development Act of 1974 (42 US.C. 5901; 88 Stat. 1878);

[(13) section 5(d) of the Consumer Product Safety Act (15
U.S5.C. 20b4(d); 86 Stat. 1211);

[(14) section 3 of the Act of April 5, 1944 (30 U.S.C. 323; 58
Stat. 191);

L[(15) section 8001(c)3) of the Solid Waste Disposal Act (42
U.8.C. 6981(c); 90 Stat. 2829);



- [(16) section 219 of the Forelgn Assmtance Act of 1961 (22
© T ULS.CL 2179; 83 Stat. 806); ¢
S oLAm sectlon 427(b) of the Federal Mme Heaith and Safety
: Act of 1977 (30 U.B.C. 937(h); 86 Stat. 155); g
' "[(18) section 306(d) of the Surface Mining and Reclamatlon
© Act of 1977 (30'U.S.C. 1226(d); 91 Stat. 455);
F(19) section 21(d) of the Federal Fire Preventmn and Con-
trol Act of 1974 (15 U.S.C! 2218(d); 88 Stat. 1548);
, L[(20) section 6(b) of the Solar Photovoltaic Energy Research
Development and Demonstration Act of 1978 (42 U.8.C. 5585(b)
92 Stat. 2516);
" [(2D) section 12 of the Native Latex Commercialization and
" Economic Development Act of 1978 ('7 USC 178(3) 92 Stat.
- 2533 and .
"~ [(22) section 408 of the Water Resources and. Development
Act of 1978 (42 U.S.C. 7879; 92 Stat. 1360).
The Act creating this chapter shall be construed to take precedence:
over any future Act unless that Act specifically . cites this Act.and
provides that it shall take precedence over.this Act.. -

[(b) Nothing in this chapter is intended to-alter the effect, of the .
laws cited in paragraph (a) of this section or any other laws with .
respect to the disposition of rights in inventions made in the. per-
formance .of funding agreements with persons other than nonprofit
organizations or small business firms.

[(c) Nothing in this chapter is intended to limit the authorzty of

agencies.to-agree to the. disposition of rights in inventions made in
the performance of work under funding agreements with persons
other than. nonprofit. organizations or small business firms in ac-
cordance with the Statement of Government Patent Poliey issued
on August 23, 1971 (36 Fed. Reg.  16887), agency regulations, or
other apphcable regulations or to otherwise limit the authority of
agencies to allow.such persons to retain’ oownership of inventions.
Any disposition of rights in inventions made in accordance with
the Statement of implementing regulations, - 1nclud1ng any . disposi-
tlog occurrmg before enactment of thls sectlon are’ hereby author-
ized: - -
[ Nothlng in thls chapter shall be construed to require the
disclosure of intélligencé sources or methods or to otherwise affect
the authority granted to the Director of Central Intelligence by
statute of Executive order for the protectmn of 1ntell1gence sources
or methods _

L§211. Relatlonshlp to antltrust laws L Mz :

[Nothlng in this chapter shall be deemed to convey to any
person immunity. from civil or criminal 11ab111ty, or to create any
defenses to actrons, under any antltrust Iaw 3 )

Sk . -,__*4: * ST e ® L Tk
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SECTION 6 OF THE STEVENSON-WYDLER TECHNOLOGY INNOVATIQN
Act orF 1980

SEC. 6. CENTERS FOR INDUSTRIAL TECHNOLOGY.
{a) ESTABLISHMENT.—* * *

# * * ® * * *

[(e) ResEarcH aNDp DEvELOPMENT Urtinization.—(1) To promote
technological innovation and commercialization of research and
development efforts, each Center has the option of acquiring title
to any invention conceived or made under the auspices of the
Center that was supported at least in part by Federal funds: Pro-
vided, That—

[(A) the Center reports the invention to the supporting
agency together with a list of each country in which the
Center elects to file a patent application on the invention;

[(B) said option shall be exercised at the time of disclosure
of invention or within such time thereafter as may be provided
in the grant or cooperative agreement;

E(O) the Center intends to promote the commercialization of
the invention and file a United States patent application;

[(D) royalties be used for compensation of the inventor or
for educational or research activities of the Center;

[(E) the Center make periodic reports to the supporting
agency, and the supporting agency may treat information con-
tained in such reports as privileged and confidential technical,
commercial, and financial information and not subject to dis-
closures under the Freedom of Information Act; and

L(F) any Federal department or agency shall have the royal-
ty-free right to practice, or have practiced on its behalf, the
invention for governmental purposes. ,

The supporting agency shall have the right to acquire title to any
patent on an invention in any country in which the Center elects
not to file a patent application or fails to file within a reasonable
time.

[(2} Where a Center has retained title to an invention under
paragraph (1) of this subsection the supporting agency shall have
the right to require the Center or its licensee to grant a nonexclu-
sive, partially exclusive, or exclusive license to a responsible appli-
cant or applicants, upon terms that are reasonshle under the cir-
cumstances, if the supporting agency determines, after public
notice and opportunity for hearing, that such action is necessary—

[(A) because the Center or licensee has not taken and is not
expected to take timely and effective action to achieve practi-
cal application of the invention;

[(B) to meet health, safety, environmental, or national secu-
rity needs which are not reasonably satisfied by the contractor
or licensee; or

[{C) because the granting of exclusive rights in the inven-
tion has tended substantially to lessen competition or to result
in undue market concentration in the United States in any

- line of commerce to which technology relates.]

® * #* * * ¥ *






XII. ADDITIONAL VIEWS

I strongly believe that this Committee should have deleted the
language of the proviso to Section 307(a) of this Bill. This language
is inherently vague and will result in needless litigation, While I
continue to support the goals of the Bill, I have grave reservations
concerning the inclusion of this language.

The proviso to Section 307(a) permits a contractor’s payment to
exceed the amount of Government funds expended under the con-
tract when the amount of the contract entered into by the Govern-
mental agency and the contractor so provides and extraordinary
circumstances exist. The assent of the parties is not determinative
of the amount that may be recovered under the contract, because
if, at the inception of the contract, extraordinary circumstances are
not in existence, the parties are prohibited from agreeing to an
amount in excess of the Governmental funds to be expended. The
parties are therefore, placed in the untenable position, at the time
of the contract negotiations, of deciding whether extraordinary
circumstances exist. Even if extraordinary circumstances are found
to exist, which undoubtedly will involve litigation, the contractor,
by delaying the execution of the contract with the Governmental
agency until after the existence of the extraordinary circumstance,
could avoid possible liability.

The greatest omission of the proviso is its failure to provide
guidance as to what constitutes an exfraordinary circumstance.
The authors of the regulations, to be promulgated under the provi-
g0, will not be able, therefore, to discern what Congress intended
an extraordinary circumstance to be. The courts will not only be
forced to review a contract’s compliance with the regulations, but
also the regulation’s adherence to this undefined concept. Congress
should not relinquish its legislative responsibilities to the courts
and the bureaucrats.

F. JAMES SENSENBRENNER, Jr.
Larry WInNN, Jr.
VIN WEBER.
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