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The Task Force was assigned to consider the problems involving
allocation of rights to inventions made in the performance of govern-
ment research and development contracts and grants. (The terms '"'rights
to inventions' or "'invention rights' should be understocd to include
"patent rights'' when patent applications or patents are invclved.
Further, the terms '"contract(s)' or "contractor(s)" should be under-
stood -to hereinafter include, respectively, ''grant{s)' and "'grantee{s)"}.

The membership of the Task Force consists of individuals cliosen
for their patent expertise from government, industry, universities
and the private bar. In an effort to obtaln an obwectlve v1cu, _
‘zach representative was requested to present his own views and not
those of his employer.
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" During the deliberation of issues presented to the Task Force
it took into consideration a number of factors, including the
experience of its membership, President Kennedy's and Nixen's
Statement of Patent Policy and the cxperiences thereunder, oxisting
legislation, Executive and Congressional hearings and. 1eports,
regulations of the Executive,and hearings and investigations of
this Commission and other private greoups. A bibliography listing
an extensive amount of literature generated by the debate over allo-
cation of invention rlghts is attached as APPENDIX A.

.'_INTRODUCTION o HISTORY

‘ The rapid increase of vovnrnment funded research and develop-
ment since the end of World War II to the level of 15 billion
dollars in fiscal year 1971 has focused attention upon the adequacy
of government policies governing the disposition of inventions made
by contractors’ in perfcimance of government contracts.




During the early stages of the expan51on of government sponsored
research and development those departments and agencies of the
Executive most affected issued regulations.making disposition of
iriventicns between. themselves and their contractors. In the main,
such policies provided for either (a) a first option to title in
the contractor with a royalty-free license to the government for
govermmental purposes or (b) title in the department or agency -
with a nonexclusive license to the contractor for commercial use.

- The former policy was best exemplified in the Department of Defense

patent regulations., The Department of Defense has stated that this
policy satisfied their needs since it gave the government as a
minimum the world-wide right to utilize all Department-funded inven-
tions for governmental purposes. The latter policy was best exempli-
fied in the patent regulations of depar tments and agencies whose
research and development mission is directed toward generating results
that mlgh“ be useful in the civilian economy.

“ps the issue surrounding the allocaticn of invention rights
became more pronounced, the Congress acted to provide statutory
guidance. This guidance tock the form of individual statutes which -
covered inventions evolving from a portion of or an entire depart-
ment or agency's research and development program.

The language of the statutes reveals no consistent intent on
the part of Congress to provide a uniform government patent policy.
To the contrary, the statutes provide in some instances for title
in the govermment and in other instances direct the department or
agency to take into consideration the equities of the contractor. -

An attempt to moderate the controversy revolving around the.
different statutory and regulatory patent policies eventually
resulted in President Kennedy's October 10, 1963 Memorandum and
Statement of Government Fatent Policy. This Statement was the -
first effort by the Execuitive Branch to resolve the allocation of
invention rights issue on a government-wide basis. President
Kennedy's Statement is based on the assumption that no single
disposition of ownership could accommodate the different missions
of the various government agencies. Thus, the Statement indicated
as one of its objectives, . . . . a government-wide policy (subject
to statute) on the d15p051tion of inventions made under government
contracts reflecting common principles and objectives, to the

_extent consistent with the missions of the respcctlve apgencics."

{UnderIining and parenthetical clause added.) - Accordingly, the

-~ Statement left to the various departments and agencies the deter-

mination as to whether their prior existing pollc1es were consistent
with the intent of the Statement.
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: on August 23, 1971, President Nixon issued a revised Memorandum.
and Statement of Covernmant Patent Policy, The revised Statement
left unaltered the basic principles on the allocation of invention
rights set forth in President Kemnedy's 1963 Statement. However,

the revised Statement does provide for additional authority in the
departments and agencies [not otherwise restrained by statute)-to

e e e

or has already taken vitis. Thls aubnorlty has been prev1ousl)
exercised by some of the departments and agencies upon-a contractor's
petition for title at the time of identification of the invention

or through the granting of exclusive licenses to interested developers
under government-owned patents. :

/- .
7 As of this date, the departments and agencies have the authority
under the revised Presidential Statement or under statute to take

title or license in the government; delay determination of ownership
until identification of the invention; or grant exciusive licenses
under government-owned patents. Since issuance of President Kennedy's
Statement, most of the departments and agencies have been increasingly
Lt11121ng various comblnatlons of these mechanisms of disposition. -

A contract clause reserving title tc the government is generally
utilized when the contract relates to certain technical fields or
missions and less often under other specified conditions. Only in

the absence of such fields or conditions and providing the contractor
can establish special expertise, facilities, patent position, etc.

does the govermment utilize a contract clause permitting the contractor
a first option to title to inventions which may arise in performance
- of the contract. Clauses which defer determination until identification
of “the invention are generally used when neither the <riteria for
a title or licensé clause are clearly met. :

Notwithstanding the issuance of thp 1963 Kennedy Statement
of Government Patent Policy, Congress continued to prov1de guide-
lines in the form of individual statutes as new research programs
were initiated. The Task Force is of the opinion that President
Nixon's revised Statement w:ll probably not deter similar statutory
pnactments. :

~ (For further detail concerning the historical development of
government patent policy prior to President Nixon's revised Statement
.see ""Remarks of James E. Denny Before the Intellectual Property '
Rights'Seminar, Smithsonian Institution, April 7, 1971," APPENDIX B)

ANALYSIS OF CURRENT COVERNMENT PATENT POuICV

The Task Force aftel reviewing the dlffe rent statutory and
regulatory patent pollcles under which the departments and agencies
ncw operate, was crltlcal of a mumber of aspects of the policies'



~overall impact, The Task Force believes that some of these criticisms
“would be inherent to any government-wide policy which permits

Congress or an ‘individual department or agency to establish and/or
- implement policies for such department or agency different from -

;  other department or agency policies. The following were condldered

" to be the most 1mportant areas of concern:

1. The exlstlng patchwork of statutory and regulatory
policies under which the departments and agencies now
operate does not afford govermment contractors, who deal
with multiple departments and agencies, the degree of
predictability. of ownership of resulting inventiocns and
: . the ease of administration one could reasonably expect
, when dealing with a single entity such as the Federal
- - Government. In addition to the difficulties encountered
r in mastering the multiplicity of different department
' and agency policies, the administrative burden now imposed
{ . on the contractor to establish his equities in inventions
, that have resulted or will result from his government-.
! - sponsored research is out of proportion to the total

number of economically significant inventions

generated. It is further noted that the burden on

the contractor to establiish these equities also

creates an administrative burden on the govern-
- ment to review the contractor's position. The Task
.- Force believes that a government patent policy should
. provide for pred3c+qb111ty and ease of administration
. on the part of both the contractor and the governmcnt
o -wherever p0551b1e.

2, The'Harbrldge House Study on Government Patent.
Policy indicated that in certain situations the retention
of exclusive commercial rights in the contractor 'will,
on balance, promote utilization better than acquisition
“of title by Government'. It is axiomatic that those .
departments and agencies that retain title to all inven-
tions generated by their programs for dedication or non-
exclusive licensing, by policy decision or through statutory
direction, are precluded from identifying those inventions
best retzined by the contractor, The Task Force believes
.. that a government patent policy should encourage comnercial
- utilization of government-funded inventions. It was also
noted, however, that any policy should contain provisions
which would preclude anticompetitive consequences which
--may result from an excessive perlod of exclusivity in a
contractor. '

3. Under present policies, the Task Force believes
there are instances in which the contractor, knowing

“he will be unable to retain exclusive commercjal rights

- to inventions generated under a proposed contract, will
‘refuse to participate in a government program because of
jeopardy to his privately financed commercial position.



Henee, 2 new advance in the art generated in performance of a
govprnmenf ~funded contract which will not be owned by the invent-'
ing contractor could severely undermine that contractor's ‘back-
ground position. The Task ¥orce believes that it is in the .
‘netiongl dnterest that government patent policy encourage maxlmum
paft c1pai10ﬁ of all industry in govornment program

STe Task Forte has found no persuasive reason why the
technical field or mission of & department or agency program
should be an overriding factor, zs exists under present policies,
in dictating the disposition of inventionsg, whether that dis-~
position be by title or license in the government. The dis-
position of ownership based only on technical field or mission
necescarily eliminates consideration of sighificant equities of
either the public or the contractor. Further, ianventions
resulting from research in a particular field or mission do not
necessarily have any relatzon to such tTechnical field or mission,
or may have much broader application, as has been the case in -
‘many instances. - .

5., The different existing statutory and regulatory pelicies
vesult in different disposition of inventions within a single
field of techmnology. In practice, President Kennedy's Statement
~has not brought about a uniform disposition of such inventions,
due to dlfferlpg department or agency interpretation of its
1anguage. The Task Force believes that this situation will
continue under Pres¢dent Nixon's Statement, since the revised
Statement is not specifically aimed at overcoming thiz problem.

© 6. Many of the factors identified in the Presidential Statements
~as influencing utilization, participation and competition have
1ittle relevance prior to invention identification, and: are of .
questionable benefit in making determination at the time of
méking a contract. Furthermore, a number of these factors do
not become relevant until some attempt has been made to. undertaxe
the exploltaulon of the invention commercially,

TASK FORCE CHOICE OF DIRECTION

Rather than concur in separate department cr agency policies or
a uniform government patent policy providing for different dispoesition
of inventions, depending on technical field, mission, or case circum-
stances, as exemplified by the President's revised Statement on
Governnent Patent‘Policy, the Task Force determined to explore the
possibility of formulating a uniform government patent policy which
would make a8 single dispoéition.of invention rights in all instances.
As discussed above, the Tagk Force believes that any uniform
government patent pollcy prov1d1ng for a single disposition of
_invention rlghts bhOUld maklmlze to the exteni possible:

"ftilization'" of the inventions reuultlng from government—
funded research; '

Contractor "participation" in government programs;

_"ane of Admin 1SLrat10n” on the part'of hoth the government
'and the contractor, -and

'"Competltlon in the marketplace'.




With these goals in mlnd, and w1th thc expectatlon that the policy would
resolve a nunbet of separately prsed‘and related issues, the Task Force con-
sidered and agreed on the following in msking its propodal.

1. The Task Force agrees, as did the President's Commis-

“'sion on the patent system in its November 17, 1S66, report,

that a patent system stimulates the investment cf additiocnal

capital for the further development and marketing of products using an
invention by giving the patent owner the right, for a ‘

limited period, to exclude others from --- or license

others for --- making, using, or seliing the invented -

produc* O process.

2, A uniform gcvernment patent poIic? resulting in govern-’

~ment ownership of inventions made in performance of its

contracts for dedication to the public, or the granting of
only non-exclusive licenses, whether such ownership is based

on a technical field or m1551on or otherwise, would necessarily

eliminate the stimulus envisioned by the patent system.

3. Under such a policy, there is a prospect in some cases

~that the market potential of an‘invention and other means

of property protection will not adequately serve tu encourage
the investment of risk capital fcr development when not

financed by the government. The research investmient. in

such 1nventlons will to a 1arge extent be lost to the

public.

4, 1t was therefore agreed that any uniform policy

recommended must provide for exclusive commercial rights

in the inventing organization or another developer in

those inventions which would not otherwise be utilized,

(It should be understood that the term "exclusive commercial

rights" includes either title to the invention or an

exclusive license thereunder.) The Task Force agrees -
that exc1u51V1ty could be provided in the following two

ways:

a.  Granting commercial exclusivity at the time
of contracting to all inventions to be generated
in performance of such contracts; or

b. Granting commercial exclusivity selectively
after identification of the inventions on the
basis of evidence that development may not
proceed without such cxclusivity. (For the
purposes of this discussion, this mechanism -

- shall be referred to as a deferred determin-
ation policy, and should be understood to
include a govermment exclusive license policy
now possible under President Nixon's revised
Statement where not otherwise neoated by statute

- or agency pollcy )



5.  The Task Force recognizes that under a deferred deter-
mination policy the possibility of maximizing "competition”
exists, since exclusive commercial rights will only be
granted when it is showm that exclusivity is the determining
factor in bringing the invention to the marketplace.
However, even assuming that the government could correctly
identify all inventions requiring exclusivity, albeit a
remote possibility, it is the opinion of the Task Force
that a deferred policy has and will negatively affect
contvactor "participation' in govermment programs, 'utili-
zation'" of the results of such programs, and "ease of
administration’ on the part of both the government and the
contractor as amplified by the follow11g

a. The uncertainty of ownership involved in a
deferred determinaticn policy would discourage
at least some contractors from participating in
government programs.  Most certainly a contractoer
‘whose privately financed background position
wouid be jeopardized by newly generated inventions
which he might not necessarily own must think
sericusiy before taking a contract which intends
" to capitalize on his background position.
Refusal to participate in this situation will
probably necessitate the government econtract with
a less quallfxed coqtracfor or not contract
at all.

b. The long processing periods inherent in a
deferred detemnination policy would in some

cases delay prompt utilization of government
inventions, since a participating contracter
would wish to establish his rights prior to
“investing his risk capital. Utilization would
also be adversely dffected by the administrative
burden of petitioning the government for exclu-
sive commercial rights and the probable require-
ment that the contractor file patent applications
to protect the property rights during the petition
pericd. Faced with these tasks, the participating
contractor will have little 1nte¢est in inven-
“tions that aDpear cconomlrally narginal on first
review. -

“¢. Finally, the Task Force agreed that the

increased administrative costs to both the contractor.
- and the government for the drafting, submission,

and review of petitions on a case-by-case basis

would be out of proportion to the result to be
achieved through implementation of a deferred
determination policy. : o '



6. In light of the deficiencies inherent in a deferred

determination policy, the Task Force agreed that a policy

-of granting exclusive commercizl rights to the contractor

at the time of contracting to all inventions generated
in performance of government contracts was the single
means of maximizing ''utilization" without generating
adverse conditions for ''participation.' In addition to
these advantages, a policy which makes disposition at the
time of contracting offers the opportunity for maximum
"ease of administration”. The Task Force did note,
however, that "ease of administration' under such a
policy would be proportional to the degree of follow-up
or "march-in" rights reserved to the govermment, but
under no circumstances would such a policy create the
level of administrative difficulties now encountered

by departments and agencies in the deferred determination
portions of their policies. ,

7. Notw1thstand1ng the advantages to be gained through
a uniform policy of granting exclusive commercial rights.
at the time of contracting to all inventions generated,
the Task Force was of the opinion that such a policy
could adversely affect ”Competltlon” in the marketplace
if such exclusivity were to remain in the contractor for
the full period of the patent grant in all cases. . In

~order to avoid this consequence, the Task Force agreed

that rights must be rescrved to the government under
such a policy which would enable it to assure against
individual abuse of thc privileges retaincd by the

_.contractor. These "march-in'' rights would insure that

a contractor's exclusivity would extend only over a

- period justified by the contractor's equities and the

public's need for competition in the marketplace..

8. The Task Force agreed that the benefits to be derived
through a policy of disposition at the time of contracting
outweigh the need for ideal conditions to generate '‘competi-
tion", which may not be maximized since some exclusive
commercial rights would remain with the contractor to a
greater extent than under a deferred determination policy.

. Thus, the Task Force believes that a policy of disposi-
.7 tion-at the time of contracting will positively effect

utilization of government- funded inventions and partici-
pation of contractors therchy increasing the nation's
potential to amploy lubor wnd raising the level of its
exports. lurther, maximization of participation will
increase the government's ability to focus public funds

on ‘the kinds of research and development which have

high, long-run social value, but is risky and not sharply
reflected in profit opportunltleb for a sponsoring private
bu51neas firm. Since it cannot be predicted with any



- accuracy how conp“t1101q will meet the introduction of
" a new product made under exclusively held patent rights,
it cannot be determined whether implementation of such’
a policy will result in any decrease 1in competiticn.
OF much greater s;gnnflcanup are the rights reserved to
~ the government under such a policy to assure against indi-
vidual abuse of the privileges retained by the contractor,
“and the knowledge that the contractor remains sub;ect
to the provisions of the antitrust laws,

SYNOPSIS OF TASK FORCE PROPOSAL

" Rased on the above analysis the Task. Force drafted a -
proposal, set forth below, which provides for a uniform patent Inallcy .
making a single dlEpOmltJOH of anentlon rights in mosT instances.
Inplementation of this proposal envisions ‘repeal of all inconsi
tent statutory provisions.

The proposal provides contractors a guarantee at the time of
contracting of a first option to the exclusive commercial rights
to all inventions generated in performance of govermment-funded
research, Upon exercising the option, such rights in the contractor
are subject to a royalty-free, nonexclusive license to the govern-
ment for Federal Governmental purposes throughout the world, TFailure
to exercise the Optan results in such rights enuring to the
government. :

The guarantee of an option will be extended to universities

and other nonprofit organizations only after government review of
~ the adequary of their organizational patent management capability,

While it can be expec+ed that most commercial concerns will have
an established procedure for identifying, reporting, and administer-
~ ing inventions, the same capabilities cannot be presumed to exist
at all un¢vers1tles and nonprofit organizations. Therefore, it was
concluded that the public interest is better served by retentlcn of
such rights in the government in situations where the university
or nonprofit organlzatlon has no patent administration capability.

Where the option has been exerc1sed and a U. S. patent appli-
cation filed, the proposal contemplates that contractors retain the
exclusive commercial rights during the period from pateat filing
. to three years after issuance of a patent. If a contractor has
not brought the invention to the marketplace vwithin the time from
patent filing to three years after patent issuance, such rights

may be revoked and vested in the government. If the contractor
should succeed in commercialization of the invention during this
guaranteed pericd, the exclusive . commercial rights vest in the contractor
for the full period of the patent grant, subject to the possibility
that the government may requlre nonﬂxclu51ve 11cen51ng of the . §



patents after the guaxantood “eraod has pasaed The requlre— E

ment for such licensing will bg determined by a Government.

Patent Review Board on‘petition of any interested party after a |
contractor hoiding title to any invention made in performance of a
government contract has refused to grant entirely or on acceptable
terms a nonexclusive license under such invention. The board, in
making its determination and setting the terms of the license, if

any, will take into consideration the equities of the 1nd1v1dua1 case.

The proposal envisions that the period of guaranteed exclusivity,
coupled with the possibility of continued exclusivity for the life
of the patent, will create an incentive for participation in govern-
ment program¢ and the earliest possible utilization of inventions
generated by such programs. The guaranteed period further recognizes
the contractors' background equities which’are presumed to be present
in all cases, In addition, the proposal places commercial develop- .
ment of the invention in the hands of the party most likely to accomplish
that task and provides the incentive for the investment of risk
Capital required to bring it to the marketplace which has been
estimated on the order of 10 to 1 when compared to the cost of
making the inventicn. The reversion of rights to the government
~in the event the contractor fails to commercialize the invention
~provides greater assurance of utilization of ﬂovernment fungod
inventions.

The creation of the Government Patent Review Board assures the
public that the guaranteed period of exclusivity will not be extended
“unjustifiably. The existence ¢of the Board will encourage both the
contractor and a prospective licensee of a government-funded invention
to negotiate acceptable terms and thereby avoid going to the Board
to settle differences. In general, it is presumed that if the con-
tractor had made significant private investment in the development
and utilization of the invention and the invention was available
to the public in reasonable quantities and prices it could expect
to prevail in a dispute brought to the Board. On the other hand,

‘the larger the government investment in bringing the invention to
~ the p01nt of uftilization, the less likely the contractor could
justify continued commercial eXP1u51V1ty

_ The Board, by the nature of the policy, would need to consider
only economically significant inventions-in which there was a serious
interest and controversy. Further, the invention will have beeén
-identified rather than hypothetical and the economic and investment
data available to the Board would he realistic and current.

.The government agencies would provide the Board with relevant
information regarding their role in the development of the invention
in question. They would also provide the Board with the appropriate
public interest and mission considerations which they believe should
affect the Board's decision. However, the Board will make its
decisions on the record and will be guided by statutory or administra-
tive criteria and be subject to judicial review.

10 -



"In drafting the proposal, the Task Force took particular note
of the small number of inventions which are known to have been developed
for the commercial marketplace substantially at goverrment expense.
~ The number of such inventions becomes even smaller if the additicnal
cost of promotional activities in bringing the invention to the market-
i - place is undertaken by the government, It was agreed that under the
cirvcunstances the equities in favor of leaving exclusivity for any
period in the contractor to this small number of inventions are less
‘than the usual situation in which the contractor contributes his
risk capitasl to bring the invention to the marketplace. A close
analysis of such inventions indicates that their continued develop-
ment at government expense would generally require additional funds
from follow-on contracts. However, where follow-on contracts are
deemed  appropriate the period of time over which such an invention
~1s conceived and brought to the marketplace would generally exhaust
the guaranteed period of exclusivity, thus precludlng a windfall
to the contractor.

Notwithstanding the view that a contracter will ordinarily
exhaust his guaranteed period of exclusivity if development for
the commercial marketplace is undertaken substantially at government
expense, the proposal provides to the Board the right to substitute
a patent clause at the time of contracting which leaves to the
government the first option to exclusive commercial rights in inven-
tions which are the primary cbject of the contract. The RBoard would
exercise this right upon a department or agency request made prier
to contract which is accompanicd by a showing that such department .
or agency intended fo develop substantially at its expense an identified
product-or process for use by the general public.

It should be noted that the proposal contemplates that exclusive
“title to all foreign patents will vest in the contractor for the
full temm of the patent grant if the contractor comp1les with the
conditions ‘of the proposal..
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PROPOSED POLICY FOR THE ALLOCATION OF RIGHTS TO INVENTIONS
" MADE UNDER GOVERNMENT R & D CONTRACTS
1, .POLICY

T A, With the exception set IOth in 5¢AY(3) below, contractors
_shall be guaranteed at the time of contracting a first option to the
exclusive comwmercial rights in all inventions made in performance
of government-funded contracts. (The term “exclusive commercial
rights" should be understood to include either title to the
invention or an exclusive license thereto with the exception that
as the term relates to foreign patents or patent appllcatlons
it means t:LLle)



B. Any statutory provisions which are inconsistent_with-suéh
guarantee or the principles of this policy shall be repealed. ‘

: C. The guarantee of exclusive commercial rights will be
i extended to universities and.octher nonprofit organizations onlj
- after government review of the gdeqbacy of those organizations'
| patent management capabilities, :

D. The government may later revoke such rights in a comtractor
after failure of the contractor to meet ﬂondltions as hereinafeew

previded

"E. Exclusive commercial rights in & contractor will be
subject to a world-wide, royalty-free, nonexclusive license in
-1 the government for Federal Government purposes.

F, After a specified period of time, contractors who have
retained exclusive commerclal rights may, om petition of any

! Interested party, be required by a Government Patent Review Board
to grant licenses under U.S. patents with terms

| ~ that are reasonable under the circumstances.

j 2. DISCLOSUR_EJ ELECTION AND REPORTS

' Each inventicn made in performance of a government -funded
contract will be disclosed to the govermment with an indication of
contractor's election to acquire exclusive commercial rights.

" A, Election to Acquife Exclusive Commercial Rights

Election by the Contractor would inmclude agreement to
_file a patent application covering the invention in the
United States Patent Office within a specified pariod of-
time. Patent Office preccedures will be established to assure
proper affixation of the letter “"G'" or other appropriate
o designation on :all such patent applications and patents
’ : issued thereon, Election and filing would guarantee |
exclusive commercial rights in the contractor for a pericd
starting from filing until three years after issuance of a
patent. Under special circumstances disclosed by the-
contractor, the agency head may extend the period as deemed

{ ' appropriate.

- .. B. Election Not to Acquire Exclusive Commercial Rights

Election not to acquire the exclusive commercial rights
will result in such rights vesting in the government for
disposition as it sees fit, as set forth in Paragraph
4.D hereafter. ' : ' :

- 12 -
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The contractor shall promptly advise the agsncy upon
issuance of any U. §S. patent covering an invention to which
he acquired exclusive commercial rights. During the three
yeay period after issuance of a patént the contractor will
submit, upon the agency's request reports settirg forth
progress made toward comnercial utilization., If after
three years from patent issuance utilization has not been
achieved, the agency may take steps to revoke the exclusive
commercial rights unless satisfactory evidence is presented.
that the time for utilization shall be extended. -

3. CONTINUING RIGHTS

. Whenever utilizetion has been achieved by the contractor
within the time agreed upon by the agency, the exclusive commercial
rights will continue in the coutractor for the life of any patent(s) -
claiming the invention, subject to the provisions set forth in
paragraphs 4 and 5 below,

4. CONTRACTOR LICENSING

A, Three years aftér issuance of a patent claiming an inventioan in
which a contractor has elected tc acquire exclusive commercial vights,
+h e contractor may be required to grant non-exclusive licenses
under stuch patent by the Government Patent Review Board undex
conditions.set forth in paragraph 5 below.

B. Contractor shall have the right to sublicense others on
“an exclusive or non-exclusive basis under any terms he deems
appropriate, subject only to existing laws and the requirements
-of the Government Patent-Review Board.

C. If the éontractor permits utilization to cease, the
agency may require the contractor to grant an exclusive or non-
exclusive license to responsible applicants on terms that are
reasonable under the circumstances,

. D. Upon a contractor's election not tc retain the exclusive
- commercial rights, or after an election to retain such rights
' and -subsequent revocation by the agency for failure to meet the
..conditions of this proposal, the contractor shall be granted a
revocable, non-exclusive, royalty-free licemnse under the invention.
Such license shall be revoked upon notice to the contractor of the
intent of an agency to grant an exclusive license, subject to the-
‘right of the contractor to make application to the Government
Patent Review -Board for a license under terms and conditions that
are reasonable under the circumstances. '

=13 -




GOVERNMENT PATENT REVIEW BOARD

A. General

(1) The Board will consis® of a full-time Chairman andg
Executive Secretary and a panel of 20 members, any four of which
may be chosen by the Chairman to sit on specified cases., The
Board will meet upon the call of the Chairman to consider and
rule upon the issues arising under the operation of this policy.
The Chairman and two members will constitute a guorum.

'(2) Its decisions shall be aubjéct to judicial review by
United States District Court for the District of Columbia.

(3) The Board shall have the power to review requests by
agencies to substitute a patent clause which leaves to the
agency the first option to exclusive commercial rights in
inventions which are the primary object of the contract. The
Board shall exercise this right only upon agency requests made
prior to contract which are zsccompanied by a gshowing that such
agency intends to develop substantially at government expense an
identified product or process for use by the general public.

(4) The Board shall have the power to review on petition of

- any interested party the refusal of a contractor holding excliusive
commercial rights to any invention made in performance of a
goverpment contract to grant entirely or on acceptable terms

a llﬂenoe under such invention.

- {5) Such petition may be filed at any time after the con-
tractor has elected to acquire such rights and has filed a-
patent application on such invention,

{(6) At any time after the period set for utilizetion by an
agency has expired, thes Board may require the granting of pon-
exclusive licenses under U. S. patents or patent applicatiocns
with terms it. deems appropriate on the basis of:

{(a)  The failure of the cbatractor to show cause why such
license should not be granted; or, ‘

{(b) The factors contained in paragraph 5.B below.
'B. Board Review of Refusal to Grant Licenses

- The Board shall take into consideration, in addition to the
arguments of the parties, at least the following factors in
making its determination to require 11cen51ng of an ianvention

made in performance of a government contract.

(1), Achieving the eaviicst ptacticabl?'uti‘izationlof
governmeni-assisted invenlions in commercial practice;

(2} Encouraging, through the normal incentives of the
patent system, private investment in the commercial realization
of government-assisted inventionsjy
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(3 Foaferlﬁg efrebilve compet;t1on in the comme;01a1 develop~

ment and exploitation of govcrnment assigted 1nvent10ns

(4) Assuring against nop-utilization of governmenL assisted

‘1nwent10ns and excessive charges for use of such inventions
“stemming from private ownership of patents on such inventions;

{5) Balanc1ng the r@l tive eqguities of the publi¢, the

inventor and the patent owner or developer in the specific

government-assisted invention, measured by the invesiment
necessary to bring the invention to the point of commercial
applicaticn. This would include the following:

(a) The relative contribution of the government and the
centractor in bringing the invention to the marketplace;

(b) The mission of the program fundlng the contract
from which the invention arose;

{(c) Thejtyp@ of invention and the magnltude of uhe
problem it solves

{d) The scope of the paﬁent'claims;
(e) The contractor's background position;-
) The'govérnment‘s funding of background technology;

(g) The scope of the market and the success of the
contractor in meeting 1it;

{h) The profit margin in relation to other similar
1nv9ntvong, and ’ ' :

(1) The feasibility and likely bEﬂEflta of competltlon
in the market served :

C. Foreign Plghts

The Board's jurisdiction in requiring the grantlng of a non-
excliusive license shall extend only to licenses under U.S. patents.

" Nothing herein shall be construad to extend that jurisdiction
"to foreign patents, :

D. Background'Rigﬁﬁﬁ

The Board's jurisdiction in requiring the grant of a non-

exclusive license shall extend to only those inventions made in
- performance of government-funded contracts. Nothing herein shall

“be construed to extend that jurisdiction to data or other

1nven11ona made at private expense.

E. Agency Cooperatlon

The departments and agnn01eq of the Executive shall provxde

| "to the Board whatever aid and information it deems necessary to
. accomplish its assigned dutles .



F Board Review of Agency Detelmlnations

The Boavd on petltlon of contractOL, shall have the
power -to review an agency decision in implementxng this proposal
under whlch such contractor is aggrieved.

" G. Intervention

'All interested parties, including any agency of the U. S.
Government, shall have the right to intervene in any proceeding
before the Board. :

% % T 1 * # # % % # % % % % %

RAMIFICATIONS OF IMPLEVENTATION OF PROPOSAL /

Implementation of the proposal will serve to mitigate or resolve
a mmber of related issues generated by present allocation-of-rights
policies. Some of the more important areas that would be affecied by
the proposal are as follows: :

A. The Employed Inventor

Permitting contractors a guarantee at the time of contracting

to a first option to the exclusive commercial rights in all
inventions generated in performanre of their government- funded
research places the contractor in a better position to accomo-
date the equities of his employed inwventors through uward propruns
if the contractor deems such programs advantageous to his needs.

‘B. Scope of the License Retained by the Government

Present policies provide that the non-exclusive license retained
by the Federal Government include state and domestic municipal
governments unless the agency head determines that this would
not be in the public interest. The scope of the license retained
by the government under the proposal specifically excludes
state and domestic municipal governments, It was the opinion
of the Task Force that to expand the scope of the license to

' state and domestic municipal governments would be tantamount

~ to retaining exclusive commercial rights in the government
in situations where the market for the invention would be substan-
tially federal, state and mundcipal programs. Inventions directed
“to solution of saline water and educational problems would
fall within this category. 7o extend the scope of the license
retained by the govermment to include state and domestic mumnicipal
governments would thercfore defeat the purpose of the proposal
‘as it relates to such inventions. To permit the -agency head
to determine the scope of the license retained by the government
at the time of contracting was not deemed practical, since the
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- type of invention that will evolve from a research and-

- development contract cannot be. ccru?ate!y vredetermined.
Further, the Review Board dssures that competltlon will
ultimately exist for such inventions if economically
51gn1f;caﬁ* an uCﬂauqu by tn? equities -of the public.

! C, Uhlverslty and Non Pfotlf 01gan17at10ns

As- noted pnev1ously, the proposal extends the guarantee
; - of an option to exclusive comrercial rights to universities
' and non-profit organizations after government review of
Cthe ddeouacy of their patent management capability. With
- such option, universities and non-profit organizations are
in a better position to license industrial concerns as an
P incentive to use their risk capital in bringing the results
- of university and non-profit organization research to the
! marketplace. Without the ability to transfer exclusive
: - commercial rights to industry, universities and non-profit
5 organizations have found it difficult to overcome the '"not-
invented-here"” syndrome. (See Harbridge House Report and
! the August 12, 1960, GAO Report, '"Problem Areas Affecting
Usefulness of Results of Government-Sponsoréed Research in
Medicinal Chemistry'.) The Task Force considers this an
; important matter since approximately 25% of the government's
; research and development budget is expended through contracts
' with universities and non-profit organizations. ‘

D,  Definition of "Conceived' and "First Actually Reduced to Practice

Present policies stipulate that any invention 'conceived" or
"first actually reduced to practice' in performance of a
government- funded research and development contract be
‘disposed of in accordance with the contract provisions

under which it arose. Any invention so conceived or first
actually reduced to practice affords to the government
_ at least a royalty-free nonexclusive license. The pracise
L definitions of "conceived" or "first actually reduced to
- practice', therefore, are important as they are determina-
tive of the Tights in the government or the centractor,

The preoposal contemplates that it will similerly speak

only to those inventions ccncelved or first actually reduced
- to practice in performance of government-funded research and
development contracts. In order to resolve any present
(. . problems with the terms '"conceived" or "first actually reduced
o to practice', it is suggested that any patent rights clause
L utilized in implementing the proposal 1nc1ude the following
o deflnlthHJ

(1)_-”Conceived” means a disclesure in a form
which would enable someone skilled in the art
to which tihe invention pertains to make and use
the invention without the use of further .
inventive effort. '




It is the opinion of. the Task Force that any background'

(2) "First actually reduced to practice' means a successiul

test of the invention in 2 simulasted environment, or

in an environmepi simiiar, to the cne in which it will
- be used for a p rpose. for which it was intendad

E. Rights Obtained by the uovarnmcnt Through Its Research
and  Development Contracts in Inventions Conceived and First
Actually Reduced to Practice at Private Expense

A great deal of uncertainty has been generated by AMP, Inc.
v. U. S. 156- -USPQ 647, as this case appears to extend Lhe
rights the goverrment obtains through its research and
development contracts to inventions conceived and first
actually reduced to practice at private expense. In order
to eliminate this uncertainty, the Task Force recommends
that the following language be added to any patent clau&e
utilized to 1rplement its preposal:

(1) thhlng contained. in this patent rights
clause or conxtrued therefrem shall be deemed

to grant to the government any rights in any
inverition which i1s neither uOﬂCu1VCd nor first .
actually reduced to practice in the course of
-or'under this contract. Iowever, this shall

not deprive the government of any rights to
which the government may be entitled under other
clauses in this contract, under other contracts,
or by ctatute, and

(2) * That in those situations in which the govern-
ment wishes to acquire rights in an invention
which is neither conceived nor first actually
reduced to practice under a government contract,
this be done through a separate expressed -
provision of the contract. -

patent rights clause negotiated as provided by (2) above
speak only to inventions in cxistence znd identified at
the time of contracting and that any rights acquired by the
goverﬂment to such inventions reflect the contributions to
be made by the government toward its enhancement, testing,

~or development. 1t should be noted that the plOpOS&l limits
the Patent Review Roard's jurisdiction in. requiring the

grant of licenses to cnly thosc inventions conceived or
first actually reduced to practice in pcrformdnce of
goverrnment contracts.
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F. InventJonv Concejved and Datenccd at Private Expense But Redugod
V.to Fr aoilce in Performance 01 & Gonernmen? ~Funded Contract

It has been suggested-to the Task Force that inventiong having been
conceived at private expense and which are identified by patents or
patent applications but firgt actually reduced to practice in per-
formance of a governmeni-funded contract remain the property of the
contractor, subject to & royalty-free, non~exclusive license to the
government, The Task Force rejects this suggestion, as it does not
properly take into consideration the contribution of the government
in first veduc1rg the invention to practice in all cases. It is
recommended by the Task Force that this type of invention be brought
to the attention of the agency funding the proposed contract under
which such invention may be reduced to practice at the time of con-
tracting so that the equities of both parties may be considered in
naking a disposition. The Task Force feels that this problem has
been further mitigated by the proposal in that the contractor wiil
at very least retain his opiicn to exclusive commercial rights
'unlgss otherwise negotiated at the time of contracting.

! . :
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