
~6TB:.."r OO..N~RE..·• .S·S. }'. H()1{SE OFREJI'RESEJN.: 'l'ATIVES { R"I'T.96.-1&dSe88wn ." .• . . . ~ . .. 1307 Part 2
, " ,'" -, : , > ·,·, ·c·· ,.' .".' "" .' .-,:;,_ "'.- .' ',-.', .' -', ,

:;~, .. /.~,,:: '.' -~'''''< ':; ,':
". "<,

"'''- - : ' .>

"',<:
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SEPTEMBER 23, 1980.----:'Oommitted to the Committee of enewaoie House on the

State of.theUnlon and ordered tobe printed

Mr. BRRoRS, from. the Committee on Govemment: Operations, .
submitted .the following . .

REPORT
together with

ADDITIONAL VIEI"Ti§'
[To acco.:o:1pany H.J;t .. 69_3~],',-,"'.',_,"i .... , •., ,,,,,,,::',:, ': ,':,_

;-[ln~~1,lliingcos:tes_tiDlate or the.,Oo,ngressionalxBudget:Office]

The'Committee On Government' Operations, to whom was refetred
the bill (H.R.6933). entitled "Toall)~nd the patent-and trademark
laws;" having considered the same, report favorably there0irwith
amendmentsalld recommend that the bill as amended d(J Pa,ss/ .'

The amendments (stated in terms of the page and'lin~·.numbersof
the bill asreported by the.Committeeon the J udiciary}are",s follows:

Page 43, line 18, strike out "six months of'.'an~insert illlie)lthere0f.
line 2 on page 46 and redesi~ate the succeeding section accordingly.

Page 43, line 18, strike out 'six months of" and insert in lieu thereof
"two'years after". .' ' .' .. .' .'

Page 43, line 17, strike out "(a)" and on page 44, beginning on line
4, strike out all of subsection (b) through line 9. .'. . .
. Pa~e 44, beginning on line. 10, strike out all of section 11 through

lille ~ on pagef~ andredesignate the succeeding section accordingly.

'J1J'i\IS])ICTION UNDER SEQUENTIAl, REFERRAL

H.R. 6lf33 was reported to the House by the Co';'mitteeon the Judi
ciary on.l3ept~mb~r 9, 1980- .Itwas then sequentially referrsdto the
Committee on Government Operations for consideration of provisions
of the bill and amendment which fall within the jurisdiction of the
committee. These provisions deal with Federal procurement generally
and matters involving reorganizations in the executive branch. The
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committee's consideration was only for a period of two weeks and it
was required to report no later than September 23. The time restraint
under, which the committee.was .for?¢to .act ,limited.th~sc?pe,l»nd
depth oUts study and adequate treatment could no~ be ~iV?Iltothe
extensive changes in patent policy proposed in this legislation. These
changes and the purported justification for them deserve full consider
ation.

It was determined that Sections 1 through 5, dealing with certain
procedures and fees, were not within the jurisdiction of the committee.
The coUllllittee's jurisdiction does, cove[" those sections, dealing with
Government policies for 'retaining-or disposing of contraetinventions
developed during the course of 01' under Government contracts and
related matters, and those sections dealing with the reorganization 01'

transfer of individual units of Government.

'<.,EXPLANATION of,,AMENJ):M:ENTS

The first amendment deletes fromthe billSection 9, which requires
the Comptroller General to submit to Congress and the President a
rep~rt,*scribing.the .iullctioning of thePatentand Trademark Office,
the Copyright Office, anq, the Q,opYrightRo~aJty Tribunal. The Patent
and Trademark Office is located in the Department of Commerce, the
Copyright Office is located in, the Library of Congress, and the Copy
right Royalty Tribunal is a' separate unit in the legislative branch.
The report would analyze the efficiency of these agencies and make
recommendations on the desirabilityofmerging the Copyright Office
and the Copyright Royalty Tribunal with the Patent and Trademark
Office.':" " ",. ',', ' C' ,

The second amendmentalt?rs, Section lOia) of the bill, which re
quires the Commissioner of Patents 'and Trademarks to report to Con
gress within six •months' after, enactment,w' plan. to' 'computerize the
data in the Trademark Office. The committee amendment would permit
the Commissioner, to have twoyears to.makethe.report,

The third amendment would delete Section lOCb), which would
require the COlI)II)issioner~f,Patents and Trademarks C' to .report .to'
Congress every six months on theprogress being made in implement,
inl!:.compnter1;echn.ology inthe .Patent and Trademark Office.
"The fOn["th amendment deletes Section Llof.the bill, which removes

the patent and Trademark Office .from the Department of Commerce
aMsetsitnP as an.independentagency, ,

"Su""~A~f~~"p'uRPOSE .

R.n. 6933, as reported by the J udiciary Committee, revises thepa
tellt and trademark laws to provide for various changes in procedure
inthe Pat~ntandTrademarkOffice in the Department of ComIJ1erce;
establishes a new uniform Government-wide patent policy regarding
the retention 01' disposal of rights to contract inventions made by
private businesses and 'non-profit organizations developed in the course
of 01' illlder Federal contracts; by Federal employees in ()()nsequence
of their employment 01' with Federal funds; and policy de!,lip.g with
the licensing of Federally-o;",ned inventions., Th~ bill repeals a num-



ber of congressional enactments.u'elating eta 'p"tents,fqr Individual
programs or agencies. It also.called.for certain.studies andreportsand
would remove the Patent and Trademark Office from the Department
ofCommerce and set it up as an independent agency.' " ','" ,;,

The Committee on Government Operations does not agree ,,,,ith those
provisions of the bill which would remove the Patent ,Oflice from-Com
merce; or require the Comptroller to make a study of, the possibilityof
merging the COPY,rig,ht Office,' no,w ,i,n the Library ,of, C,o,ugress With,
the Patent Office, and recommends that these provisions be deleted
from .the,bill. It alsodisagrees with tile provision to require the Com"
missioner of Patents to report within a period of six months on .aplan
to, computerize data in the Patent Office. The committee recommends

. that·aperiod of two years be givenfor such a report.

COMMITTEE,.AcTIolS' AND VOTE

The Committee on Government Operations at adulycalled meeti#~
ou,E)eptell'lb"r23, prderedreport"d,H:.~.6933 with fl"Ilenc:lmeu~by,:(
vote of 32 ayes and 0 noes. . .

, HEMUNOO

Hearings on H.R.6933 were held by the Subcommittee On Legisla
tion and National Security on September 16 and 1'7, 1980. Testimony'
was received from Philip M. Klutznick, the Secretary of Commerce ;
from Admiral H. G. Rickover, Deputy Commander for Nuclear Power,
Naval Sea Systems; Daniel J. Boorstin, the Librarian of Congress ;
Karen H. Williams, Administrator for Federal Procurement Policy;
Officeof Management and Budget; and Ky P. Ewing, Deputy Assist,
ant Attorney General, Antitrust Division, Department of Justice.

Differing views were presented by these witnesses, all of whom were
high ranking and responsibleofficials, of the Government. Their testi
monies raised questions which merit, careful study hytheCongr"ss.

DISCUSSION

The Committee on Government Operatiotisr8(\oguize~thenecessit:r
, of making improvements in the operation of thePatent and Trade

mark Office. The issuing of patents is an important part of our eff';rts
to keep America in a position of technological leadership. :Every effort
should be made to encourage'our inventors and creators to develop
innovative products. Many complaints have been made abOutrthe
Patent Office and the service it renders. Every reasonable step s;hqilld
be taken to speedup its work and reduce the backlog ofapplie'Jotipu~

not yet acted upon., ','" , ,.: ," "
"ThaCommittee, however, does not f""l that all of the,'roposals'

made in theJegisl"tipn are needed in the ll)auner present<> ..In fact,
sOIlle may.be cquutet;productive.,,· , ' , , '

COP,YlnG~T OFFICE STUDY

.One proposal in the original bill calls for a study by the Comptroller
Gelleral,analyzing the efficiency of the Patent and trademark Office,
the Copyright Office, and the Copyright Royalty Tribunal. It seems to
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J~ iHat~licH·astUdYOI the Patent.offiCe is unnecessary. Its deficiencies
are well lul0wn; THe suggested study of the CopyrightOffice and the
COpyright· Royalty Tribunal' seemed directed toward the possible
merg-er of these two offices with tHe Patent Office. During our subc~m
rnittee hearin~;' ~e heard testimony from the Librarian of Congress,
"\Y'hosupervises·the work of the Copyright Office. It was his testimony
that the: Office hadrecently undergone an investigation by the House
Committee on Appropriations and had been subject toan internalaudit
by the Library of Congress within the past year. A number of changes'
in its operations have been brought about and that Office is nowoper-:
ating under a new copyright Iavv which became effective in 1978 and a
new Register of Copyrights has been appointed. Furthermore, there
has been an entire staff relocation during- which the Officewas moved,
and such relocations bring about some disruption in operation. It was
his opinion, and the committee agreed, that an investigation at this
tilll.e~ouldserv~nousefulpurr>0se and that a possible merger of those
offices sh(}]lld II?t take place in the immediate future. The committee,
therefore, recommended an amendment that woulddelete the Proposed
study and report. . ...: F •. ••

,If"ATEN"T OF,FICE ~R~ANIZATION

The bill as reported by theJ'udieiary Committee wouldremovethe
Patent Office from the Department of Commerce, where it has been
located for lUany years, and establish it as an independent agency.
This proposal is apparently based on the assumption that the Patent
Officewould function more efficiently and be able. to claim greater Te~
sources as all independent agency. The committee explored this matter
at somelength and heard testimony from the Secretary of Commerce.
Secretary Klutznick, speaking for the Administration, stronglyop
posed the removal?f the agency from the Department. He cited actions
which had been taken in the recent past. A zero base analysis of Patent
Trademark Office operations produced an internal reorganization of
the Officeto strengthen and integrate its financial and planning activi
ties. The financial ~sources of theOffice have been improved. The Sec
retarysaid, "TJllder thisAdministration, theblldget of the PTO has
increa.sed at a faster rate than that ofthe Commerce Department as a
whole," He said that in the fiscal year 1981 budget, made at a time of
~ev~rebudget",ry constraint, a $6,300,000 increase in the PTO appro
1?tiati?n was requested. He also stated that the fee provisions contained
iii this. Iegislation are a. major initiative to place the financing of the
fI'901la more~ecurebasis by revising its funding mechanism and by
reqiiiringthatfees be set to recover a substantial portion of the PTO's
~peratingexpenses.. • .; . . . ..' .. .. . .•...• . . .

It is 'e:i<pec~dthat if an independent Patent OffiCe ~ere established
with itS owiiadiiiinistrative hierarchy, and which must makeavailable
the facilities and services that are now being provided by the Depart
ment of Commerce, such a reorganization wollld be a very costly opera
tion. Furthermore, taking- the Patent OffiCe out of Commerce will not
necessarily enhance its efficiency or improve itsservices to the business
community and the public. What.further changes in operationsmay be
needed. could just as well be done within the Department ~fComnierce.



As .experience-haashown, ..• any:· reorganization requires a .temporary
slowdown in operations.andprocedures nntil the .. new organization has
been put.intoeffect.Jl'here is no wayto estimatehow long such a slow-
down could take. • .. .

An independent PTO will not. necessarily in itself bring about an
increase in the number of patent examiners nor in the amount of
funding available to the Office,but steadyimprovement intheefficiency
of the agency will produce the climate to-obtain greaterresources, The
committee, therefore, recommendsthat the provisionin the bpi mak
ing the Patent and 'I'rademark Officean independent .!igencyhe (leleted
and the. Officaremainin.. theDepartmentof COl)lII)erc.e,.

DEVELOPMENT': OF .A. cOM,PuTERIzEn:-~lTA AND'j~~~iiciv~£'-'~isri~
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The committee' believes it is essential for .the 'PatenrOffic« to con."
duct a thorough review' of its ADPmal1.agemellt to insure that the
deficiencies illustrated by its ill-fated data base and retrieval project
have been corrected~.Such a ~tudy should be conducted and the prob
lemsresolved before any new effort to develop a computer. system is
initiated. . .
'.Wis thec?lIlIllittee's view,howeve~,' that a six-month timeframe.is

too shortfor adequate and comprehensive considerationand develop"
ment ofsuch' as:ystem.Il1. ?rderfoinsllre that the s:ystemwhich is pro
posed is adequate tothenee~sof PTO andlif' efficient and~conomical
as possible, the committee has extendedthetimeforthis report to be
submitted to C?Il~~S0 two :years.

RR 6933, as: reported by the Committee on theJudiciary, 'also
r-equired theCommissi()ller}A:! report to the. Congress ev~rysix mollths
on the progress being made is implementing a program ofcomp)'ter
technol.o.gy. In the inte.r-est o.f curtailing .burd".n.s.ome reportin. g. r.e
quirements that are of limited use, the Committee on Government
Operations has removed this reporting requirement':I'he c0Il:lll1ittee
believes that the same purpose should be served through the oversight
process of committees of Congress having jurisdiction over the Patent
and Tradem,arl<: Office. .

:'S:Eo.j,.()",'~Y-SECTION 'ANALYSIS

SEOTIONS 1-5

Sectiol1.1ofj;hebilla.dds seven hew se6t{()ns tothepatentlaws to
establishltPlt~nt reexamination system. These seyennewsection.s
wouldconst~tuWChapter30 of Title 35of theTJniteilStatesCode.

Se?tion 2 'of the pill wouldrestructure and m?d~rnizeSectiim41of
.Title 35 of the .TJnitedStatesCode, the :ba~iCfeep~ovisionof the
p*ntla\ys.,... .",. c'. , .. ", ..... '.. "•. ':, ..•••. . '., •... : ,.

.Section. 30f the bill would amend SeHion' 410£ Title 35 of the

Unite.d. Sta.tes Co.de. toW.Ovid,'~. for...the~~e.. d....itin.. :g....?I I.ee. ~e.venu.eto..th.e.Patent and Trademarks Office Appropriaticn Account; .
Section 4 of the bill is a technical amendrnentto Section 154 of the

patent law necessitated by creation of the ,1ri~iIlten.")hcefeesystem.
Section 5 of the bill amends Section 310f theTrademark Act of

1946, as amended (15 U.S.C. 1113) tomod~rni.zethe trademark fee

SYW~irl.u6h as these provisions are not\Vithirifhe ]lihsdi6tioi! M the
Government . Operations Committee, the reported bill. makes .no
changes in. sections 1 through 5 of RR. 6933 as reported by the Com
mittee on the Judiciary. (See House Report9~1307;Parq,forex-
planation.) ',. ." ,. . . .., . .

·, ..,SEQ,TION,6

TSeotion 6 g£ thebiiiiamllnd~;Title 35 ofthe UnitedStates Code by
.add~ng'after chapter 37 a new Chapter 38, the Government Patent
Policy ,Act ()q980, . ' . ,,'. '

Seotion381.T#le ,,'','
Section 381 provides for the chapter to be known as the Government

Patent Policy Act of 1980. "



-.~ SUBCHAPTER 'I~CONTRACT'_c,IN:vENTIONS

Section. :;813. 0 ontract fmmentifYn8; TPPorthfg
Section'382 definies "contract' inventions" and sets forth a, con"

tractor's responsibility with regard, to a.eontract' invention,
.Subsection ,(a) definesvcontract inventions" 'as "inventions made

in the course ofor under Federalcontracts."
'".Subsection.{b) requires that all contractors provide the responsi

ble', Federal. agency with timely reports, on each contract. invention
containingsufficienkteclmicalinformation to inform the Government
as to the nature of the invention and alist of each country, if any, in
which the contractor elects to file a patent application.

The GovernmentIs .prohibited from publishing or releasing these
reports until the .earlior of one year .from receipt of, the invention
disclosure or.theeontcaotor has had a .reasonable time to fileaiPatent
application; the Government' also must withhold such information
from.other records or reports. . • ,'J' ., .' :-
, Subsection (c) provides that the responsibleagency .may deprive a

contractor who unreasonably fails .to. file the reports required by sub
section (bjof any or all of the, rights it otherwise would. have under
subchapter I pertaining to the contract invention.for which such report
has been unreasonably withheld,
Seotion '383:' AUodati<Jn 01' rightS'-'-8maliZOu8i/ne88eS (JJn(], nonprofit

(ji'gd!r!izations" . ' ". ." ' .. ... ,
Subsection (a) provides'for the'acquisitionof titlsto contract inven

tions by contractors which are either a smallbusincason.a nonprofit
organization. They wouldacquire title in each country. listedunder
section (b) (2) of section 382 inwhieh they filed a patent application
within a .reasonab)e time; the,iI;,title would be subject to t)1eGovern
mont's minimum rights under sectipn 3~R and to march-in rights under
section 387.. ,, " " , "

Subsection. (b) provides for .acquisirionof title to contract inven
tions.bv the Government, in each country in which a small business or
nonprofit organization electsriptto ~1~!1patentapplica~ionor fails to
file within a reasonable time; "', ,'.,'" '. '.

Seeti<Jrl, $84. Allocation, ofrir/ht8ot¥r' ooniraotors
Subsection (a) provides that.a.contractor.that is not", small business

or, nonprofit organization will have fOUl; and one-halfyearsfrom the
filing of an invention reportundersection 382(bjto select one or more
fields of use which it intends tocommercialize or otherwise achieve
public use under anexclusive license. During the four and one-half
year period the contractor will have temporary title to the inv.eD..tion,
subject to the. Government's right under the Act.

Subsection (b) provides for the contractor to receive .an exclusive
license in each described fieldiof use if it files. a United States
patent application within a reasonable time. The contractor's license
is subject to the Government's minimum rights under section 386 and
march-in rights under section 387.

Subsection (c) provides that the contractor will automatically ac
quire an exclusive license for each described field of use by operation
of law ninety days after providing the responsible agency with the
field of .use report required by subsection (a) of section 384 unless the
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agency earlier notifies the.contractor of a contrary determination under
subsection (d) of this sectiol1 with respect to such field of use. .

Subsection (d) sets forth-the basis for an agency determination that
a contractor will-not- receive an exclusive license in a selected. field of
use; if theresponsible agency determines that the contractor's posses
sion.ofsuch license (1) would impairilatiol1al security; or (2 )',w~}Uld
create or maintain a situation inconsistent with the antitrust laws, '

Subsection (e) provides that, whenever an agency determine's that
acontractor willnot receive anexclusive license in any field ofuse,' it
must include in its determination writtenreasona-andthat the Con
tractor has the right of appealde.novo.to the United States Court of
Customs and Patent Appeals within sixty daysafter the determination
is .issued. The Court of Customsand Patent Appeals is given exclusive
jurisdictiol1'to affirm; reverse, Or modify the agency .determination.
t!pecific~lly il1cl:udedi~the aut!,ori~yforthecourt t? orderthere~pon
SIble'agency to issue-an exclusive license to the contractor." ..•...• ••.

Subsection (f) permi~s the contractor to obtain title to any con
tract invention in any for~ignc01mtryin which the contractor agrees
to filea.p~te"tapplication, unless the responsible agency determines
that th~ natio'!al il1terestwouldb~affectedadversely, which should
not 'Occur except iriextraordinary drpV-lD;stttnce.s; H()w~ver; title~in
be subject to the Government minimumfights under section 386 and

-march-in rights under.• section.387;Tf the, contractor does not.file-a
patent application within a reasonable time, then theGovernment may
acquiretitleto patents on.thecontract invention..
•....' '.' ....•.. ,",'. ." :,_, '., : ';",', ',' ·C-:'_' _.:: ,"':", ..

·Seotion-385;Oontraotorlicense
iSuhsecti0Il 385 automatically grantsA.h6nexclusive,royaltyfree
license to each .contractOr colllplYingWitll. subsection (b) of section
382 to practice the contractjl1vcIltioninallcountries in which it
rieitherreceives title under subsection' (a)O£ section 383 11° 1' has an
~xclllsive license under subsection (b) ot section 384: This nonexclu
sive contractor lic~nselllayb~ r~volfed by the GO"errlllentonly to
the extent Ilecessarr togI'ant an excll1sivelicense under subchapter III.
Section.386. Mini~1nGoverhme'nt;"r;'ht8.> .

Subsection (a) sets forth theminimum l'ightst~~ Government has
in. every contract invention, unless .'Wa.ived .under the authority of
section388. These l1Iinimulll rights are: /. . " '. .'.' -:

(1) Th~righttorequirefroni tli(contractor written report~
on the use of the invention ifpatented; . . .• . '.

(2) A royalty-free worldwide license to practice the invention
~r have it practiced for th~ Go"ernrrient; and

. (3) The right to licens~orsuhlicensestate and local govern
.1J1ents to practice theirvention or haveit practiced for them, if
- the agency determi"e.at the time of contracting that acquisition

_.' ofthis right 'W0llld ser"e thenati"nal interest. .
/ Subseet:iOl\ (b )r"ijuires that whenever the Government has rights
in a contraet,invention, notice to that effect shall be included in
each United States patent application and patent on the invention.

• d ','_'_','_ '. ,', ."" .. , .... .... ':'/
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SeiJtio",387; Ma1'oh2iwrights .... ..' '.'
Section 387 sets forth the basis on which the Government may,ter

minate the contractor's title or exclusive rights with respect to one
or more fields of use.in any patent on a contract invention; may require
the contractor to grant appropriate license or sublicensetoresponsible
applicants;,or,ifnecessl1ry" may .grant such licenses or. sublicenses
itself." i'i i·.·. '.' • . '. //'.';

'Subsection (a) sets-forth the grounds for iexercise of march-in
rights:. , . " '. 'i ."

". (1) .Ifthe contractor has not taken and is.not expect~dtotake
timely and effective action to I1c/lievepractical applicetdon.of.the,
invention in one or more of the fields of use selected;

(2) If necessary to protect the national security; ..,
(3) If necessary to meet requirements for public uSe specified

by Federal regulation; . ..' ...
({) .Ifcontmuation of. the contractor's rights-Inthe.invention

would create or maintain a situation inconsistent-withtheanti-
trust laws; or . .... ....... /.' '. .... ....

(5) If the cont~actorh~s failed to complywijili.,the reporting
requlJ;ements of'thisAetwith resl?ecfto such I)'Ventl(~n,.. " ....

Subsection (b) permits the respo)'sIbleagencytoexerCIseltsmarch.
ill. rights either on its own initiative orin response to a petition from
an interested personjustifyings~ehaetion. .... '....... ..• .'

Subsection (c) enables an 'agency to 'specify' reasonable licensing
terms whenever, in exercise. of .itsmarch-in' rights', itrequii'es a con-.
tractorto grant alicense orsublicsnce,

Section. 388.DeviatWnand.waWer. .... '.' . i. 'i

Section 388 permits Federal a~eIIcies;to.furtheranagency's mis
sion and the public interest, to deviatefrom an~ standard patent rights
clause issued undersection 390acquiriIig more Qrfewer. rights tQa
eontra,rt irlVeIitioll, '." _ _.',c_ ..: ' ;"'.>_ :>-"., _, ;-<._' _:'" L,_~_:, > ',<',- __:"'.''',..,.'-:;,

Subsection (aJauthorizesdeviatioIiseithei' on a classl>!\sis;)"'I1C
co~dan,ce with regulations to be issued Jmder ~ection 3g(); ()l;;.llnless
prohibited by those regulations, under regt1.111.tiQns iss~ed by an.agen.cy
itself. Case-by-case deviations are permitted when authol'izedby'th"
head of a~ agency or.a ,desig.nee, and describ.ed,.iIi.the. '...e.dera] Re.. gi...'ste.r,

Subsection (b) forbids warver under any CIrcumstances of thena-,
tionalsecurity and antitrust march-in rights 'reserved b~ ~e<:>~iolls
387(a)'(2) ,387(a) ({), and 387(c), ...•. •. '..•.•..•..••..•......

Subsection (c). allows wa!ver of rights.reserved by sections3~{.(~}
and 387(a}(1) only: (1) Ill. contracts 'involving COSpollsoreq,eQst
sharing or joint venture research to which the Contractor.W,akes a sub
stantial contribution of funds, technology, facilities, qr equipment; .or
(2) in contracts with a contractor whoseparticipationisllecess~ryfor
the successful accomplishment of an agency missi6nandsn,chcQntr~ct.
cannot be obtained under the standard patentrights clause. .' ...,.

Seotior; 389.T1'lIffI.8fer.of rights to ooniraotor employe';'
Section 389 authorizes a contractor's employee-inventor to receive.

some or all of the contractor's rights toa contract invention if the
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responsible agency and the contractor approve. The corresponding
obligations of the contractorunder subchapter I thenbecomethe ob-
ligltttons"f the employee. ,.' . .
Section 390. RegUlationlirurut 8tf7flU1ardpatentright8 olaUse

'Subsection 390(a) 'requires the Office ofFederal Procurement Policy
todirecf the issuance of regulationsimplementing subchapter I,' in
cludingthe establishment of a standard patent rights clause or clauses.
'" Subsections (b) ,(c) and (d) require a sharing of the Toyalties and/'
or Tev~nueswith the Government to pay the Government for Fed'
er!,lftindiIlg'()hesearchand development. Regulations to be devel
opei{;mayperlilitwaiver'of some or-all-of-this payment..

,':",; , I'. .";

SUBCHAPrER',II~INVENTIONS-OF :FEDERAL E1\O"LOYEES
\ JFif( l':.">'
Seotion391. Employee8 i1lJl)entio'lUl

. ,:Section391 defines "employees inventions" as inventions made by
Federal employees. .

$efJtipJl,~!!1!·He'fJ,(Yf',ti",!! Pf.i'fl/l)e'nt~, ,... . . .
" Section 392(aY..re4irir~s ti"italf~deral employee report to the em
ployee'sltg~ricy all inventions ma<J,ewhileaneIUployee of thatageIlCy.
The GoyernIUent is prohibited frompubllshing or releasing these re-

p..o.. rts.. " un.... til.' th... e.. ea.. r..l.ier... 0.. f•...on.e..... y~a.r.a.f.o/r.. their receipt or the .flnaldisI??~iti(ln p£rig~tsu~~~r tIiis subchapter.. . r .

Seotion393. Orite'l'ia'!irftheallooation 01 rights'
Section 393 establishes the criteria for allocatioi! of irivefitionrights

between the Government and its employee-inventor.dsasically, theal-.
Iocetion depends upon tp."relationship.()£ the .invention.to the .em
ployee's work and the useof.G.oveI'Illrientresources. . > > '.. .
. Paragraph (1) provideSf?r (j"vernment acquisition of. all inven

tion rights if the invention bears a direct relation tothe.duties of the
emplqyee~il).v~ntpror, w~s .made in.c()nsequence of the, employee's

"mf[~~~t"Jh(M'Pt~~a';S~hJt; ~het~theiuv';iitibringi~her lJe~~~ It
directr~latioll 100. the employee's duties nor was made inconsequence
qf. the emplpyec's employment, but was made with a contribution of
li)deral resources, the employee may receive all rights in the invention
~ubj~ct to an?ne"clusiv~ royalty-free worldwide license to the Gov
ernment to practice the invention or have it practiced for the Govern
mentas.)Yell.j!,s to subliceuse State, local, or foreign governments if
a(lci),IisW?riiifthisrightwould serve the national interest.. '.. '...'

;Paragx-l\Ph.On. permits the Government to waive to. the employee
it!;Tights mi'der paragraph (1) of this section, subject to the Govern
irientli(lellse des(lribed in paragraph (2) .of this section, if the agency
firi,ds inWfficieIlt.iIltel'est in the invention to warrant exercising the
Gcvemment'srights. .••... ... , ....', .." '" , . •

Paragraph' (4) requires the Goverriment to acquire all rights in any
invention if the national security might be impaired should the em
ployee-inventorreceive rights to. it; notwithstanding the provisions of
paragraphs (2) or (3) of this section.

Paragraph (5) entitles an employee-inventor to all rights ill an in
vention made by the employee not covered by paragraphs (1), (2), or
(3) ofthis section.



~'~

;Paragraph (6) permits the Government to enter into agreements
allocating rights in inventions resultin!1\from research and develop
mentto which other partieshavecontnbuted substantiallyznotwith-
standing paragraph (1) of this section.' '

Section 394.Pre811/T(i,ptions " ,' ;
Section 394 establishes rebuttable presumptions for the application

of the criteria set forth in section 393.
Subsection (a) sets out employee duties, which ,establish a, rebutta

ble presumption thataninyenti<)n falls within thecrit,~ri"9fpara-
graph (1) of section 393. , , ", ,;

Subsection (b) establishes a rebuttable presumption that an inven
tion made by an employee whose duties fall outside thosa.Iisted in
paragraph (a) of this section falls within the criteriaof paragraph
(2) of section 393, reserving to the employee title to an-employee-in
vention subject to certainlicense rights inthe Government.: "

Section3H6. Review ()fagfnCYd,etermifftatio7f8 , ",' '", '""
Section. 395 provides for, the review of Federal agency determine

tionsregardingthe respective rights of the Goyernment and a Federal
employe~_inYentorin situations in which the agency determines not,
to acquire all rights in an inventionorwhere an ",ggrieved employee
iAY~l).t<)rre{lJ1e~ts Ievie-w' +1)e review ~sto,be conducted according.to
regulations Issued under section 399. '
Section 396. Reassignment ofrights

Section 396 establishes, a right in the Governm"l).tt6adjll~tth~
rights acquired from a Federalemployee-invent?r, on thebasisdf
evidence that the granting of greater rights-to th'~elllPloyee-invelltor
IS necessary to correct an inequitable allocation of rights, '
Section 397. Incentive IJ/Wards progra,m

Subsection (a) provides Federal agenciesthc right to establish an
incentive, awards program which is intended to monetarily recognize
F,ecteral,employee~inventors"stimulateinnovative creativeness, and el1,-:
courage disclosures of inventions which in turn will enhance thc.pos
sibility of utilization through the Federal, licensing ProgralJl
established under subchapter III. '. '

Subsection (b) sets forth the criteria for making an award.
Subsections (c), (d), and (e) establish the procedures for making

awards of different amounts.' ,,' -
Subsection (f) provides that acceptance of a cash reward constitutes

an agreement by the employee- inv~ntor that, any llse,by, the Govern
ment of an invention for which an award is made does not form the
basis of a further claim of any nature against the Government by the
receipt, his heirs, or assigns. •. , .', ,"", "

Subsection (g) requires that an award should bepaid from the 'fund
or appropriation ofthe agency primarily benefitting,
Section 398. Income sharing from patent licenses

Section 398 authorizes Federal agencies to share income from licens
ing the Government's patent rights withtheemployee-inventor.

8;eBtion39[).Requlatio%, " ,;.' .:
. Subsection (~) maJ.<es the Secret",ry.of(.(.Jqm,in~rceresponsible for
ISSUIng regulations to Implement subchapter II.
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Snbsection (b ) provides that determinationconcerninga Federal
employee's promotion of the employee's invention is subject to regnla
tions to be prescribed by the Secretary of Commerce-with the concur
renee of the Office of Government Ethics and the Attorney General.

SUBCHAPTER III-LICENSING OF FEDERAIJLf'B~NEiti tN~:iNTI()NS .
, _C',

Section: 400,. O~fe7'ed i",ventions
. Section' 400'provides that stlbhh",r)terTIIapplies to allfederally

owned patent rights, including Iicenses' or sublicenses grant~d or re
quired to be granted by the GOVernment un~er section 387, upon or
after~#rcis~of the march-in l'rovisions, H?wever itdoes not apply
t()lic~~~e8'e~tabli~lledbithe .otll~rsectionsof sUhcllapfur I, .
,~'dcti~4qX. ,~rnqlusiveo7'par;ti'dIiy e'lJclU8iv~ .licenses ' .

Section 401· sets out 'terms-and- conditions under which.a Federal
agency may grant an exch~\siye9r.partiaJlye;ccl~$iv(3)icense.> , "..:",:

Subsectiol1 (a) providcsfhat anex?!usive o".r>artially exclusive
d0in:.esticlicensel1?~ ltu~omltt.ically grant~d l1,;der s~cti.on,384.111",y,be
granted only after public notice andopportulllty for fiJing"IV~ltrenob
jections and only if the responsibleagency determines tha~ s\lch licens
ing isnecessary to achieve practi~aLaprlicatiol1'of the inv~ntiOl1 and
thatthe scope of proposedexclusivity 18 not greater than reasonably
necessary.--:;-:"'-":' "-':"-.; >,00 -:

Subsection (b) provides that an exclusive or partially exclusive
foreign.license may be gr",nted only after public notice and opportunity
for filing written objectionsandaftera determination whether the
interests of the .Government or of "United States industry in foreign
commerce will be enh",n.ced.) • '. .. .. ..

Subsection (c) prohibits the granting of a license under this section
if the responsible agency determines that the grant would create or
maintain asituationinconsistentwith the antitrust laws.

Subsection (d) requir~sF~deI'alagenciesto maintain publicly avail
able, ~eriodicall:y updated .recoydsof th~ir determinations to grant
exclusive or partially exclusive licenses; .

Section 40fJ.lifinirrvumG61Jefnrnent Tights... .....
Section 402 sets forth the minimum rights the Government-is t<;have

in every exclusive orpartially exclusive license ; c,
(1) The right to require from the Iicenseewritten reports on

the useofthe.invention ;
(2) ,A royalty-free, worldwide. right to practicetheinvention

or hay" .itpracticed-for the Government ; and .
',"'. (3):rherighttolicense State and local, to practice theinven
tion or have It practiced for them if the agency determines that

.,)r~eryatiot1ofthis right would serve the national interest,
Section 403. lIfarehAnofightil

Section 403 sets forth-the-basisonwhiohthe Governmentmay ter
minate an exclusive or partially exelusiv« license.

Subsection (a) sets ,forth the-grounds for, such termination:
(1) If the licensee has not taken and is, notexpectedto t~k"

timely and effective !1Ctionto achieve practical applicatj()l1\>fthe
invention in the'fiel~~'ofuse:afl'ecred;' . . . .,,,

.,; .1 Of'!',:; ,-,'. -'."
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(2) If necessary to protect national security;
.(~) If necessary to meet requirements for public use specified

by Federal regulation;
(4) Continuation of licensee's rights in-thefnventionwould

create or maintain a.situationinconsistent, withtheantitrust laws;
or_ .: .....::. .... u ",'::,:. • ". 1._._ J '.'"

(5). If the.Iieenseehas failed to comply with. theterms of the
..•. Iicense... .... .;

; Subsection: (b). permits the responsible agency to.exercise its march
inrights ejtherOll its .<""11 initiative or in response to apetition from
,,11 .interested.person,
S ectio,,;J,iJ4!'Refj",liitii;n,8

Section'404 makbs the Office of}i'ederalProcl1rement Policy re
sponsible for directing the issuance of regulations specifying the
terms and conditions upon' which federally-owned -patent rights
111ay.be,Jicense<J.::Agencies.are.,permitted to: deviate from such regu
lati<ms.on.!\.. class-basiaunlesaprohibited..by the Office of Federal
Procurement Policy.

SU~O;S:AY1'ERiI.v~MISOELLANEOUS

Section. 4(15. Pater<t(j'f!fOTOcrner<t"uit8a1Ul right of interventiOn
SubSeytion;4Q5(a). provides for-enforcement ofan exclusive license

under the chapter by an exclusive Iicensee without the necessity of
joiningtheJJl1ite<J. States or any other exclusive licensee asa party.
However, the-Attorney General andthe agency that granted the license
must be given prompt notice of the suit. and servedcopies of papers as
thol1gh;they were parties to the suit. :
.Sl1Pseetion (b) requires. the responsible agency to notify all of its

exelusive licensees of any suit by an. exclusive licensee, the.Govern
:rp~:Ll;tf9-,r.another person.
Seotibn!;!l6. Backgrou1Ulright8
.'. ·.Seeti()n 406 specifies that nothing. contained in thischllpter. ".ill be
construed to deprive the owner of any backgroun4.patel1t .()r()frig'~ts
u~dersucha patent. • . .... .• .

Section!;!l7:Notipe, hecurirt;g,Off!dc jooioial.rtY<Jiew·
Subsection (a) requires that agencydeterminlltions under sections

382, )\87 (a) and 387(c), and.403, must have written reasons' and be
preceded by public notice and an opportunity for a hearing in which
the United States, any agency, and. any interested person may
participate. . '. .

Subsection (b) permits the United States or anyadversely affected
pa~ti?ipant to appeal a subsection (a) determination to the United
States Court of gustoms and Patent Appeals within sixty days after
it is issued, The Court of. Customs and Patent APPeals is given ex
elusive jurisdiction to. determine them"tter de. novo, affirming,
reversing; 'ormodifying-the agency determination. . "

Section !;!l8. Relationship to other laws
Section 408 is intended to remove any implication that the act
Section 408 is intended to. remove any implication that the act

provides immunity from the antitrust laws.



14

Section 409. Authori;tyof Federal agencie8 ..
Subsections (a) , (b), (c) , (d); (e),'and (f) set forth tJ:i.eauthority

of Federal agencies to protect patent rights at home~nd abroad in
"any invention .in. which the Government has an interest in order
to promote the use of inventions' 'having' significant-commsroial po
tential or otherwise advance the national interest"-to license fed
erally-owned-patent rights; to transfer parent'rights ,to' and accept
transfers of patent rights from other agencies without regardto the
property' transfer.procedures required' py the ,FederaLPropeti;y and
Administrative Services Act of 1949 (40 RS.C.' 471H it'h,iithhold

publication or release of information disclosing 'any0ihVentioli'long

enough for patent applications to be filed; to.,prqrn,q,tetlle>licensing
of federally-owned patent rights; an<ltoent~rint.o,cont!,actstfl"ac-
complishthe purpose of this section. "'.' ",.:,,;' ,'~' ' .
Section. 410. Responsibilitieso/<th4SefYf'etary of'Oommw'ro~"

Section 410 provides' authority. for tire 'Department hfCommerce-to
assist other Federal agenciesa.dministei,the1icensing of 'federttlly,
owned inventions. ,,'-z .t ,.,~ -~ "n"

Paragraph (a) (1) authorizes the Secretary to consult with the
Federal agencies about areas of sciencerand technology with com-
mercial potential. '., '. '..' . .'...."...' ". .

Paragraph (a) (2) authoriz~s' th~ Secretliryof. Commerce to
coordinate a programto help agencies carry out their authorities under
section 409. ' '.' ,':', '., ',' , '"

Paragraph (a) (13) authcrizestheSecretarysto ~v.:IUlIj;e;~ilvent!ons
referred to It by Federal agencies In order to' identify those inventions
with the greatest commercialpotential. '. ,.'t·",.:,.:." '''t '
Par~graph (a)(4) authorizes the Secretary to assist the Fed~ral

agencies in seeking and maintaining patent protection in anycqiintry,
including the payment of fees and costs." '. . ... ",",

Paragraph (a) (5) authorizes the Secretary to develop and maiilige
a government-wide prog-ram, with private sector participation, ,'to
stimllh,te, ,trllllsfer to .the private sector of potentiallyvalu"ble
federa.lly-owned technology through the dissemination of ihform,,,fi.on
about the technology. ,." " •... ,'"

Paragraph (a) (6) authorizes the Secretary to publishllotices of
all federally-owned paten! rights available for licensing.. ' , .'

Parag-raph (a) (7) reqmrestheSecretary, seven years after thed~te
of enactment of the Act, to report on its operation to the Congress.

Subsection (blauthorizes,the.appropriation to •the Secretary of
Commerce of such sums as thereafter may be necessary to enable the
Secretary to carry out responsibilities under this section.

Sedtion411.De'(initwrw " " ';'c' .: .t.. ,', ..•. " ,,',': .,.'.""'.'
Section 411 sets out thedefinitions, for. purposesof the Act for the

terms '~AgencY."-":Hesponsible agency," :"arititrp.~t:-laws;~' ~'_co~tract,~~
"contr~?tor," "Federal employee," "invention," "nlade,','. -';'nol1,profi"t
organization," "patent rights:' "practicalappli~ation,""smltll busi-
ness,""state,""local,"and "will." . '.



SECTION 7

Section 7 amends or repeals parts of other acts as necessary to impls
mentthe provisions of new chapter 38 oftitIe35, United States Code.
Acts amended or repealed in part are:

Title 7, U.S.C 427(i),
Title 7, U.S.C. 1624(a).
The Federal Coal Mine Health and Safety Act of 1969.
The National Traffic and Motor. Vehicle Safety Act of 1966.
The National Science FoUIidati?n Act of 1990;
The Atomic Energy Act of 1954;'
The National Aeronautics and Space Act of 1958.
The Coal Research and Development Act of 1960.
The Helium Act Amendments of 1960.
The Arms COntrol arid DisarmamentActof 1961.
The Appalachian Regional Development Act of 1965.
The Federal Nonnuclear- li;/lergy Researchand Development

Act of 1974. " ..,' "', '.' " , ,
The TeIllJ,essee yalley Authority Act of 1933.
The.Qonsl1merProdl1q.t!'l;tf~ty.Act.
Title 30,lJ.S.C. 323.•. ,.,",' ,...,.....,.
The Resources Conservation and Recovery Actof1976.
'l'lleElectric and IIybrid VellicleRe.~earch,Developmentcand

DemonstratioIlAct of19'76. ,..' .:
. Public Law 95-39.
.'rhe \Vater Research alld Development Act of 19'78,

sECTlo:ll ,8

Section 8 provides for effective date of the bill's provisions;'
Subsection' 8 (a) specifies sections 2, 4, 'and 5''will take' effect on

enactment. .
Subsection 8(b) provides that section 1 will take effect on the first

day of the seventh day after enactment and will apply to patents then
in force or issued thereafter.

Subsection 8(c) provides that section 3 will take effect on the first
daY(l,fthl\ first fiscal year beginning one calendar year after enactment.
However, until that section takes effect, the Secretary, ill order to pay
the cost of reexaminati(lnProceedings, IUay credit the :fatent and
TrademarkOffice AppropriatioriAccollIit",iththe revenues from col-
lected reexamination 'fees.'.,,; , " ,'.

Subsection 8(d) contimies,cxisting "fees until new vfees-are
established; .' ..' .. . '.' '" ;'. ,.....,.. . '.' . , ,.",

Subsection 8(e) provides that maintenance fees shall not be ap
plicable to patents applied for; prior to the dat:e of enactmentof the
Act. '.' '. ' ....• '... ,:,

Subsection 8(f) provides that sections .6 and 7 of the bill will take
effect on the first day oftlleseventh month after its enactment, ",I;
(hough implementing regulations rri;tybe issu,ed. earlier. '"
.,', -,- .... :. ....<.....'..-: ". c'.' ... ...' ',> .' c'· ,': ,,',;.,,' :-..' :..~: ,;;. .

<,.
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SECTION 9

Section 9 requires the Commissioner of Patents and Trademarks to
report to Congress; within two years after the effective date.of the
Act, on a plan for computerized data and retrieval systems for the
operation of the Patent and Trademark Office; ."

SECTION '10

S~bsection 10("') adds a defi.~itio" ,,("computer program" to sec-
tion 101 of Title 1'7, United State§J)ode., ." i ,

Subsection 10(b) amends sectio~l1'7ofTitle1'7,United States Code
in regard to copyrights on computer programs-

COST ESTIMATE OF THE¢(mG~';sSIOI<A£BUD(}ET OFF'lOE

The cost estimate prepared I>y the Cohgressional Budget Office is
contained in the following letter from. its Director:

'" ,Li ",.1"r$,q8W\l£OsS, y "
CONGRESsioNAf:, BVWET ,oFfI()E,

,,'. i" i" 'i', ,',YfTo/!hi11,r/tO/h J):(!.,Sept~m,be1'23,1980.
fron. ,JA(jK:a"OOI<S, , , , ,'..', ' ,
OJ(airm(m, OiYmmittee on Gover1/,me11,t Operatio1!S, U.S. House of

Represe11,tative8, Raybur1/, House Office Buildi11,g, Washi11,gto'n,
D.O.

DEAR MR. CHAIRMAN: l'~~s;'",ritt~ Se~t;on403~f thebougi-essiooal
Budget Act of 19'74, the Congressional.Budget Officehas prepared the
attached cost estimate for H.R. 6933, abill to amend the patent and
trademark.laws.v..-. ""',,, .. :;; "

Should the .eommjttee so desire, we .would'be pleased to provide fur-
ther details on this estimate. ' "

Sincerely, ' ,",' """,/'
ALIQE M.RIVLIN,D~rector.

", CONGRESSIOXAL BUDGET, OFFrOECOST, ESTIMA"",,,
~., -,0", .-'-1 "_'. ',_

, 'y", """""" $EPTEMBE",23,198Q.
1, B~lJ,'!;l)inb,er:,fr·,R. 6,93?"''''!'''''i ," ", ""'," .. '
2, B!Htltle:A bill toamend.the patent, and trademark I.aws. "",
3. BIll status: As ordered reported by the House,qQmllllttee?l) Go;".

ernment.Operations on Septelllbe~i?3, 1j)~P, ,,'" i ' ,,; ,_,0 "
4. Bill purpose: This bill would establish a new fee structure ynthin

the Patent and ';rrademl\r!<:,Office,(PTq),.provide for a system of ad
ministrativs reyxamin?-tions,,'and,',cre:atea uniform govemrnent policy
regarding patent rights. The PTOwould also be required to imple
ment a computerized-data 'lll~ ,r~triq"aLsyst~m, In addition, H.R.
6933 would repeal section U'7 of the 1976 Copyright Act to clarify
copyrightlaws regardingcOInput~rprograllls, . . . .... .. .

5. Cost estimate: The table belo,,' reflects the budget impact result
ing from a change proposed by H.R. 6933 in the classification of the
fees received by the PTO.



[By fiscal years, in mllllbjis ofdollars] ,

1981 1982 1983; 1,984 .~~85

24.8

3L8
3L8

-"-7.0

23;2 2t8 2_4~

23.8 24.8 25.
24.7 ";'24:8 ;25;

-1.5 '~1:.'0 ' LL'5

1.8

1.9____ n nn __nn_~ 2.4

-.6

R~venue reduction__•<n n __ nn __ n n __ nn __
Net- spandlng reducticm. .

Estimated authcrlzatl ~ le_veL~~-~n-_---,_n--nn--n--
Estimated outlaysh '-__ '-'- __ n

Netbudget impact 1. nn __,nnun n_" __ n_<n

"Negative signindicates increased surplus or decreased deficit.

The costs of this bill fall primarily within budget.subfunotion 376:
, 6" Basic of estimate: For purposes of this estimate, it is assumed
thatthis bill will be enacted aronndOctoberl, 1980.,

REEXAMINATION,OF:PATENTS. ,
R.ll. 6933 would allow any party to petition t1J.~p'l.'O to reexamine

.a patent for validity. The cost of reexamination would be paid by .the '
party based ona fee structnre establishedby the Commissioner of
Patents. It is anticipated that tile numberof patent applications for
reexaminations will be limited by the cost involved and the potential
for commercial development. Based on rates currently available in
foreign countries for similar procedures, as well as estimates provided

<by the PTO, it is estimated that the number of appeals will be approxi
mately 500 ill fiscal year 1981, increasing to 2,000b~ 1989'~11~r~ll)ail1
.relatively stable thereafter. . .".. ', > -::
o .• Although the bill does not specifically authorize funding for this
'purpose; it is assumed that additional staff will be required to 'handle
the reexamination procedures. Based on PTO data, it, is estimated
that the average cost per employee, including overhead and benefits,
iwould be approximately $40,000 in fiscal year 1981. Assumingap
proximately 30 hours per reexamination, plus clerical support, it is
estimatedthatapproximatelybb appeals could be revie",~d/);I)nually
by a professional staff member. It.is estimated that the, cost of this
procedure would be approximately $0.4 million .in fiscaLJ'ear ~981,

which reflects six months:"~,~ivitY.Q9stsar,, esti.ri:la:ted~(jph$:I;.4)llil
lion in fiscal year 1982, increasing to $2.5 million by fiscal year 1985.
It is assumed, however, that.the.full-amountrequired by the PTO for
salaries and expenses would be recovered by fees sst at the be~inning
of the fiscal year and 'adjusted annually, forinflationanifant"'ipated
workload. It is assumed that feeswould: be-included with the request
for reexamination and reflected as a't"eimbursableto theagency,re
suiting in-a, 'net outlay of around zerorineachfiscalyear. .

, (; ( il';

;"'-REVISTONOF:"FEm:' STRUOTURE
';'{

H.R6933 Y[~~ld ;~t;;;'cturethe currentfee structure for patents
and-trademarks, Cllrrel)t!y,.the PTa >;BCOVers approximately 20 per
cent of thecost.of processing patents and approximately 30 percent
of.the cost,of.issuing trademarks. These fees are deposited in the gen
eral.fund ofthe.Treasury,
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The bill would allow.theP'I'Ovto recover up to 25 percent of the
",yerageprocessing C?sts and 25 percent of the maintenance costs for
p'atents, the latter fee collected in four installments over the life of
the patent, Iri.addition, the PTO would be allowed to recover a maxi
mum of ~O persent of the cost of issuing trademarks-.All felliJfor pa
tents and.trademarks could be adjusted no more than once every three
years' and would be credited to the PTO as a reimbursable to the
agency, rath,erthan ns a revenue to the Treasury.

It is assumed that the revised fee structure for trademarks would be
ilJlplementedearly in the second quarter of fiscal year 1981, and for
patents beginning infiscal :year 1982. It is assumed that the agency
costs for processing patents' and trademarks from which recovery
could be made would be approximately $84 million infiscalyeitf'1982\
increasing to approximately $109 million by fiscal vear 1985. It is
assumed that an average recovery rate of 25 and 50 percent, adjusted
everythird year, would he establi~hed for processing fees for patents
,uld,for tr",demarks, respectively. Patent maintenance fees would be
collectedthree times in a patent's life-around thefourlh, eighth, and
twelfth year. Since the first payment would not be made until fiscal
year 1986, it is not-reflected in the table below.

'[BY'fiscaIYears, ln mllllons of dollarsr.-,

1981 1982 1983 1984 19~5

-

20.3 20.S 2t3' 21.8 ' ":'Zi/2
2.4 2.' Z.5 2.5 2.'6

22.7 23.2 23.'8 24.-3' . 24.!8

220:3 21.2 2L'2 21.2 27.'2
3,6 3;6 3.6 4;6 4;,6

23;'6- 24.8 24:8 25;8 31.8

"';'.9 .;..."1:6 -'-1.0 ~1.5 -'-7.0

~~i~~t~d' revenues: Ex;~ting fee structure:
Patents u ununun un __ n __ ~_

.'"Trademarks,,;__'~'-,-_~~ _] ~ _~ _'-'_~~ ,.; __ ..;__~ .:.~,.;_

Total,.;.:. .::....- :..:~~ .:.~:..:_:..::..: ~:..::..: __ . ..;u u'"••.

Proposed file strudJre in H.R: 6933:
Estimat~dcol1e~t,ion~:: ".__,,~, ',;

,PatentsI. :~-_~,_~un - -r __,:::",~~_~_-u ~ __ :::,:::::: :::~_~.:::-----

Trademarksj; ~_.: ~ ~ ~.:.._~ ~_.;_-~~ MM_':~M ~_~:..: '__ :

~ --:;;;--;---;~;--,To"' ._..__. .__~m _. :" __ .m , :. _, _

"Netbudget' fmp3ctc'_'_~,_~_nnnnnnn_~n~~'_~~mn
'-/'

;1Mainteiiaii~'e;fea~-:woiJld be,-dolleCted 'begiiiilingTn'fj'scal yea'r-'1986,:and:by fiscal year 1994-would result' jn.revenues
approximately,twice t~ose·estimaJed'forPfI;lcessing.,,_:" - -. ' '-_', :,'", :"" -

2Tilecurrent(eestnictiJre for'patentsremaiilsin'effect tllrciugll fiscal' year1981.
:','" ,,--,; ",.,:-'>" --'

\' :----,~ ,
',QOVERNME'N"T":BATENT, --POLICY

JI.R.693~\'Could~~t~bii$~';':l;~;.fOrI~:;fede~al system for the coIll
mercializationand allQcation',Qf, rights in' inventions resulting from
federally sponsored or supported research-and development.The ,bill
would allow contractors.from.small businesses and non-profit institu
tions to acquire title to inventions resulting from government-funded
research. Other contraetors"couldreceive<exclusive licenses for SPl\
cific uses., The bill directs the Office of, Federal Procurement ;policy
(OFPP)to issue regulations to-implement.these policy changes.Ac
cording to theOFPP, the post of revising existing regulationswould
be minimal. It is estimated implementation of these changes ill the
various federal agencies, including training, would cost approximately
$650,000 in fiscal year 1981. Outlays are estimated to be90percen.t the
first year and 10 percent the second year.



. H.R. 6933would revise the criteria for allocation of invention rights
between the federal government and employees who produce inven
tions. To stimulate innovation, the bill. would establish. an' incentive
casha;war~s':program'tofederal'employee~inventors~The' awards- are
tobepaidfrom funds-from royalties or 'agency appropriations; con
sequently, it is estimated that this provision would result in no addi-
tional cost to.the.government.. . '. .
,·.ThebiIL .also authorizes federal: .agencies to share . income from
licensingthe.g:overmuent'£ patent rights with theemployee-inventor.
It is not possible at this time-to.estimatethe extent which royalties
will be generated or sharedwith employee-inventors. .'.' ,.,

".X OTHER

The1;>ihF0)1idi~peal(~~f#on1170fthe 1976 Copyright Act, which
disclaims any intent to modify the pre-existing copyright law for
computer programs. This.hastheeffect of clearfy applying the 1976
law to computer programs, which is not expected to have a cost im-
pactupon.thefederal governmenk" " ./.
, .In addition,H.R. .6933.outlines the responsibilities ofthe Secretary

of Commerce to assist agencies and others in promoting aecess.topatent
information.Durrentlythese activities are being performed bythe.Na
tional Technical Information Service (NTIS), created in 1970. The
President is requestingapproximately. $740,000 for these activities in
fiscal year 1981, which ,is about the same level of funding in the cur
rent fisc~lyear.'I:hebill would authoti.z~~he ":p.PlJ"pri.ati,,n.oisuch.
sums 'us ;m'a:r'b~. necess~ry for these _adlv;1tl~~ .. S,ince, '?ur-r~nt'l~w --au"'
thorizes thes; activities -it is' estimated that no additional costs would
be incurred as a result of enactment of this legislation,

Finally, the PTO would-be required to report' within two years of
date of enactment on the status of a computerized data retrieval sys
tem. Since thePTOis alread:)'planning to study and evaluate the
feasibility of such a 'system, itfs assumed that any significant costs in i

curred as a result of "nalyzhlg or implementing such a system would
not be a direct result of the legislation: Consequently, no cost has been
estimated for this.provision. ". ...' .,' '.'
. 7.,Estimate comparison: The'(iommissioner of Patents hasesti
mateR.that approximately 1,000 t()(~,OOO reql)ests for reexaminations
would be made annually, requiring from.25to lqO,additionalstaff
members, at a cost of between $1 million and $4.5 million annually.
CBO estimates approximately ,liOO. applications will be processed be
ginning in fiscal year 1981 because alater 'date of enactment is assumed.

8. PreviousClsfjeetimate.i.On August 28, 1980, the CBOprepated
a cost estimate on H.R. 6933, as ordered- reported .by the HouseCorn
mittee on the Judiciary on August 20,1980. This version of I-I.R. 6933
would have required the GeneraLAccounting Office to report on the
desirability of mergingthe Patent and Trademark Office (PTO) with
the CopyrightOffice.andthe Copyrig-ht •Royalty Tribun!,l. It would
also have established- theP'I'O'as an. independent agency, removing it
from the DepadmentofC()Ulmetce.Thetliff~renceincosts between the
two versions ofH.R. 6933-reflect th~sediffering provisions.

On February 27, 1980,the CBOprep'ared a cost estimate for S. 1679,
the Patent Law Amendments of 1979, as ordered reported by the Sen-
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ate Committee on the Judiciary on .February 19, 1980. The costs or
S.1679 anti the costs attributed to reexamination in this bill are .the
same, with adjustments assumed for date of enactment.

On December 4, 1979, CBO prepared a cost estimate ,on S. 414, the
Universitynnd-Small Business Patent Procedures Act, as ordered
reported b;l' the Senate Committee on the Judiciary on November 20,
1979. The CBO estimated that no significant; cost would be incurred
by the government if a uniform patent procedure for smallbusinesses
and nonprofit organizations performing government-supported -re
searchanddevelopment were established. . . .

9. Estimate prepared by :'MaryMaginniss.
10. Estimate approved by:

CO:lll:MltimJEsTI.(ATE 'OF COST

. A number of provisions in the bill do not c0Inewithin the.jurisdic
tion of the-Committee on Government Operations. These have not been

. considered in depthby the committee and, therefore, the-committee has,
no basis upon which to mak~an estimate of cost for the entire bill.

,rl';"FLATrOl';"ARY, IMPAOT '.

The comrii;tte~h'l-s'insllflicl~riG;i~ence~;'ai)abi~on",llich to deter,
mine whether, this.ilegislation .will have a, significant .inflationary
impact on.prices.end costs in the operation of.theeconomy.

NEW .'Bm:GE~,AUTHORITY s; 'I'AXEXPEl';"DlTURES .'.
i :<.:-;:,':. :.', ..' , ,.-:- -:-:" ,."...:.-: '::" - ": .. ':. ',,':: :, Fe> _-.'-~(' ::;.~-.:" ;.:',"; 'i,' ., ~ :.'h

The bill, as reported bythe Committee 011 Governmenf, Op~!,atlOns,
provides no new budget authority and tax expenditures. .

REVIE'IV'O~ Ex,s,:tr"''',XA'Iv
In coml'liancewith Subdivision (A) of Clftusi,12(l) (3) ofHouse

Rlile XI, theSubcomInittee orr:Legislation and National Secllrity
reviewed the l1pplicatioJ].and administration, of the laws relating to
patent policy and organization.' .

OmSIGFliFI",;'XNGS
,.:' -, - - -. ':;:

N%versight· findings Or recommendations were made, other' than
thelegislation recommended in this report.

CHAl';"GESIl';"' ExrSTIl';"G LAW

The' bill, wa.sr~fer~e<li;()',the;Comrrd~tee on.'GPvernment' Oper!!.ti~n~
-fora-period ending not later than Sep~ember23,1980, for considera
tion of such provisionsof.fhebill and, amendmentas fallwithinthe
jurisdiction, of than.Committee under clause ,1(i) (2)., rule.X, The
changes made to existing 1'1-w by the bill as .reported-by..the Committee



on the Judiciary are shown on pages ~~ through 81 of House Report
96-1307, Part 1.

For the information of the Members of the House of Representa
tives, the changes made by the Committee on Government Operations
strike out the amendments made to title 35 of the United States Code
in sections 1, 3(a), 3(b), 3(c),6, 7, 31, 181,and 188;.I1J;ldsC':'tion 12(c)
of the Act of February 14, 1903 bythe bill as reported by the Commit
tee Oli the Judiciary. Consequently; these .existing provisions of law
are-not changed in ~he bill as reported by the Committee on Govern"
ment Operations,! c •

~



ADDITIONAL VIEWS OF ROK JACK BROOKS

The m~jor~roblem I have with R.R. 6933i~thatit Yiolates a
basic provision of the unwritten contract between the citizens ofthi~

country and their government; namely, that what. the'.government
acquires through the expenditure of its citizens' taxes, the government
owns. Assigning automatic patent rights and exclusive licenses to
companies or organizations for inventions developed at government
expense is 3. pure giveaway of rights that properly belong to the people.

The argument is made by proponents of the bill that it will spur
productivity, a goal that is both necessary and desirable if the United
States is to regain its position in the world economy. But that arga
ment ignores the fact that the Federal Government is already paying
half the costs of research and development in the United States at an
annual cost of $30 billion. No companies or nonprofit organizations that
I know of have been turning down that money because they are not
now receiving automatic patent and exclusive licensing rights. So
unless it is the intent of the supporters of RoR. 6933 that the govern
ment greatly increase this already enormous public investment in
research and development, I fail to see how enactment of the bill will
lead to increased production.

It is also ar~ed that this legislation will increase competition in
industry and tnereby spur production. But again the connection is
hard to establish. Under current practice, inventions, new products
and technological advances developed under government contracts
unless awarded to a specific contractor under existing permissible
arrangements-are available to all. That approach would seem to offer
far greater potential for increased competition and productivity than
handing over exclusive rights to one company. In the latter case the
company might even choose to reduce production with the aim of
increasing its profits.

Admiral Ryman G. Rickover testified at the hearings by the Legis
lationand National Security Subcommittee that:

Based on 40 years experience in technology and in dealing
with various segments of American industry, I believe the bill
would achieve exactly the opposite of what it purports. It
would impede, not enhance, the development and dissemina
tion of technology. It would hurt small business. It would
inhibit competition. It would promote greater concentration
of economic power in the hands of large corporations. It
would be costly to the taxpayer.

I do not overlook or underestimate the importance of patents in
developing and maintaining a thriving economy. My concern is
simply the role of the government and the rights of the people in
the patent process. When a private company risks its own money
to develop new products and procedures it deserves and receives
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the profits that may result. There should not be a different stand
ard applied when it is the government that risks the taxpayers'
money. The rewards of successful research and development con
ducted at government expense should go to all the people.

I agree wholeheartedly with the establishment of a U.S. patent
policy that ericourages,the development and production.ofnewprod
nets, ,that will reward those who take risks, and that will inspire
increased~onfidencein our-economy, Mycorllmentsabove deal only
with the very special ' issue of government-funded research and de
velopmentactivities; (Afiiller explanation of my views can :be found
in the report of KIt, 6933; as reported by the House Judiciary Com"
D).ittee, H.Rept.:96-;1307,Part I, pp. 29-'32,) :' . . ..

The Federal Government has theeqnivalent of a fiduciary-ire
sponsibilitvto thetaxpayers of this country. Property acquired with
pubic funds shouldbelongto the public. Deviations ,from,that funda
mental principle' should: beallowed only where a compelling justifica
tion can be shown and 'where the voice of the public' can' be heard
in protest. This legislation ,stands' that principle on its head by auto"
matically conveying,title or the exclusive right to 'usepublicproperty
to private entities and placing the burden on the Federal government
to demonstrate that a retrieval of those rights isinthe public interest.

.' 'JA<JK'Bri(joKS.



ADDITIONAL VIEWS·OFHON. TOBY MOFFETT

'Encouraging industri~n~n()vationandincreaSedprodu"1;ipty by
U~S. .businesses is .central to retaining ourcommercialprimacyin the
world marketplace. For that reason, the goalE oLH:R. 6933 ~I).d its
sponsors are easily shared and properlyapplaudedbyall of us.

Unfortunately. the approach taken by H.R. 6!i33.~ppearsto.be s~rh
ouslyflawed, I share the general view expressed,by. Chairman Jack
Brooksinfearin-r that, the bill constitutes a '''give~VI'"ayof rights that
properly.belong to the people." Sections 6 and 7pf'the.1:Jill go too far
in.favoning the commercial rights of contractors doing research with
government-s-thatis, taxpayers'-e-funds•.And it. does, so without ade
quatedemonstration that the stated lofty goals of increased innovation
and productivity will in-fact resultfromshiftingthelaw for the benefit
of thesecontractors,'

To .pursue thatpoint, let me turn one' of the proponents' arguments
onitshead. It. is said that we need "uniformity" in this area, and it is
pointed out that there are now "26" different statutory schemes affect
inp; this question of the commercial rights to inventions and discoveries
gcnerated under government research grants and contracts, The fal
lacy of that argument can be seen by looking more carefully flit some
of those 26 specific arrangements established by statute. The fact is that
each statutory enactment was rooted in specific events, specific cases
01' situations examined by the appropriate Congressional Committees.
In each instance, the considered opinion of the Congress was that the
results of the research being promoted in that case could best be pre
served for the benefit of the public by the commercial licensing ar
rangement sanctioned at that time. Some of those Congressional deter
minations, moreover, are quite recent, such as the Federal Mine Safety
and Health Act of 1977 and the Water Research and Development Act
of 1978.

In Illy judgment, those statutes demonstrate that the case can be
made for diversity rather than uniformity. It would appear more ap
propriate for the Judiciary Committee to have produced a bill which
precisely assessed the arrangements in each of the 26 cases, in consul
tation with the Committees having jurisdiction in each of those areas,
and to have produced a bill creating the best arrangement for each of
those areas. Such a bill would not seek uniformity for its own sake,
but would analytically design the best arrangement with regard to
commercial use for each of the many areas in which the Federal gov
ernment sponsors research. Such a bill might produce uniformity, but
it might also reflect the fact that different cases sometimes deserve
different treatments.

That observation leads to an additional compelling reason why this
legislation should not be passed by this Congress at this time. I fully
respect the extensive efforts of the Judiciary Committee. I am well
aware of the hard work involved in holding numerous days of hearings
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and in drafting a large piece of legislation. Nevertheless, I believe it
can fairly be said that not all of the Committees whose jurisdictions
would be significantly affected by this legislation have been adequately
consulted. Their judgment and experience is vitally needed to assure
that this bill's approach is indeed a sound one for all the diverse areas
which it will affect, as its sponsors take great pride in pointing out.

For that reason, I urge my colleagues to opt for further considera
tion of this measure. I specifically ursre that all Committee Chairmen
whose substantive jurisdictions will be affected by the impact of this
bill on government-sponsored research in their areas be given adequate
time to assess this bill and to consult with one another before the
House takes action. I am aware that genuine consultation of this sort
probably cannot be achieved in the waning hours of this Congress. If
not, I believe the long-term implications of this measure are far too
important to go forward at this time.

As with so many of our problems as a Nation, we did not get into
this problem of lowering productivity and declining ingenuity over
night. It is a complex problem reflecting many developments over
many years. There is thus no need to rush out a bill now without being
certain that we are doing the right thing, based on the full and deliber-

consultation among our colleagues with the greatest knowledge of
potential effects of this legislation.

TOBY MOFFETr.
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