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WASHINGTON, D.G., NOVEMBER 30 -— The Senate Judiciary Committee today "
conducted public hearings on a bill introduced by Sehnstor Birch Béyh (D.-Ind.) which
provides an inexpensive alternative to litigation in patent validity céses.- The bill-—

' The Patent Law Amendments Act (S. 1679)-415 expected to reduce litigation while giving

the courts the option of referring cases which are litigated to the Patent Office for

I
i

reexamination.

A TEXT-OF_SENATOR BAYH'S-OPENING-S@ATEMENT APPEARS BELdW:

1 Today, the Senate Judiciary Committee is holding a day of hearings on 8. 1679,
the Patent Law Amendments Act, which I introduced on August 3, 1979. This bill provides
‘an inexpensive alternative to litigation in patent validity cases by allowing the
- Patent Office to consider new data that might have been overlooked during the initial
“patent examination and determine whether or not the patent should have been issued. This
legislation will reduce litigation, and also. give the courts the option of referring those
cages that are litigated to the Patent Office for reexamination as an aid in meking an
informed decision on the patent's validity. .

I introduced this legislation because of my conviction that a strong, dependable
patent system is absolutely essential to our continued ability to innovate to meet the
challenge of the future. I have frequently cited such factors as our slow productivity
growth rates, the decline in American patent applications since 19Tk, and the feeling of
distrust in the business community over the worth of U.S. patents as contributors to the -
present innovation and productivity crisis. While it is difficult to pinpoint scomething
like an innovation slump in scientific terms, I think that our importatich of foreign
manufactured goods to the tune of $6 billion last year speaks for itself. This is the
second largest drain on our hard earned dollars right behind imported oil.

Yesterday's Washington Post ran an article entitled "Productivity Declines for
- Quarter" which went on to say that rather than experiencing & modest gain in productivity
which had been predicted last month, the U.S. suffered its third stralight quarterly
drop in productivity. Unless forceful actions are taken soon to turn this situation
around, we will continue to witness our dollars and jobs slipping awsy to foreign countries.

In virtually every assessment of this disturbing trend I have seen, the patent
system is cited as a special concern of .the American businessman and inventor. The present
weaknesses in our patent system mean that our govermment is no longer able to uphold its
agreement with an inventor that in exchange for disclosure of new inventions, the inventor's
rights will be protected. All too often, the granting of a U.S. patent turns out to be an
invitation to endless litigation as competitors pull out all of the stops to invalidate

"or infringe on an important patent. " Small businesses and independent inventors are

. especially susceptible_ to-.this threat, but the delays and expenses inherent in litigation
can make patent infringements economically attractive even against large businesses.
The possibility of such .actions being taeken against inventors who have come up with important
discoverieg make the person who plays by the rules a tempting target who can be preyed
on with 1little risk and often great economic rewards.

M1 too often, patent holders find themselves in lengthy court proceedings where
valuable patents are challenged on the grounds that the patent examiner missed pertinent
data during the initial patent search. District court judges are asked to consider
maeterials during these cases which are freguently very technical in nature in order to

- determine the patent's validity. The costs of such litigation to both parties frequently
exceeds $250,000. Many independent inventors and- small business owners not able to pay
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fees are susceptible to being "blackmailed" into allowing infringements on their patents
or are forced to license them for nominal fees to avoid going to court. This creates a -
situation where the patent system is used as a club to beat down the very people that it
was formed to protect. While patents are important to all businesses, they are the
1lifeblood to the independent inventor or small business owner who uses the patent grant
as a shield to protect their invention from sironger competitors.

Presently, about 50 percent of the litigated patents are found to be invalid
in the courts. For a business that is considering investing millions of dollars and years
of work into developing new products based on a U.S. patent, this is a very frightening
statistic. Having a patent issued of dubious worth is & cruel hoax that benefits no one,
least of &1l the patent holder. It is much better to be able to go back to .the Patent
Office under a reexamination procedure to determine the patent's validity than it is to
. spend thousands of dollars in court and wind up with an invalid patent. :

The bill I have introduced will allow the Patent Office to reexamine issued
patents quickly, and at a reasonable cost whenever: they are challenged.on the basis
that an incomplete search was made prior to issuance. This will help to remove some of
the fear about the real worth of American patents that grips our patent holdérs., Patent
reexamination will be a..step forward, but it must be coupled with other efforts if we
are to return to the patent system which was once the model for the rest of the world.

Patent reexamination by itself will not solve all of the ills of the Patent
Office. Many of the most vexing problems arise from continued underfunding that has
resulted in an understaffed and overworked office trying to handle an ever increasing
workload. The Patent Office has done &n admirable job under the circumstances, but
unless this situation is remedied, little appreciable progress is really possible.

Barlier this year, I attempted to provide additional funding to the Office -~
in Fiscal 1980. I learned that from two to tweniy-eight percent of the patents in
every subclass are missing., This means that the patent examiner has a very good chance
of missing important materials in the hurried patent search, no matter how competent the
examiner might be. For reexamination as well as the initial examination to be meaningful,
this situation must be corrected, and I will be ready to fight to see that the Patent
Office receives the support that it needs from the Appropriations Committee to Fulfill
its important mission.

I am also iniroducing legislation that will remove the Patent Office from the
LCommerce Department end make it an independent agency so that the real experts on our
Qgtent system are allowed to run the show and get their house in order without inter-
ference. When we combine patent reexamination with a severe, updated search file and an
'iﬁdependent Patent and Trademark Office, we will be well on our way toward restoring
confidence in the patent and trademark system.

A well working patent system is the keystone to increasing this nation's

productivity and insuring cur place as :a leader of inveniion and development in the
world. ' '
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PATENT AND TRADEMARK LAWS
AMENDMENTS

Mr. ROBERT C. BYRD: My, President,
T ask unanimoeus consent that the Com-
mittee on the Judiciary be discharged
from further consideration of H.R.. £933..
The PRESIDING ogd'FICEB. Without
tion, it 15 so ordered.
Oh"ifer?.e bill will be stated by title. )
"The legislative clerk read as follows:

A bill (HR. €933) to amend the patent
and trademark laws.

The Sensate proceeded to consider the

UP AMENDMENT NO. 1178 \
: To add the University and Small
(P;rug?s:u Patent Procedures Act to the

‘bill)

Mr. DOLE, I send to the desk on behalf
of the distinguished Senator from Indi-
ana (Mg, Bave) and myself an amend-
ment in the nature of & sqbstit.ute and
ask for its immediate consideration.

© 'The PRESIDING OFFICER. The
amendment will be stated.

The legislative clerk read as Iollows:

The Senator from Indiana (Mr. BaxH}, for
himself and Mr. DovE, proposes an unprinted
amendment numbered 1779, . .

Mr. DOLE. ¥ ask unanimous consent
that further reading of the amendmgnt
be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:

Strike out all after the enacting clause

. and insert in lleu thereof the following:

“That title 36 of the United States Code,
entitled ‘Patents’, 1a amended by adding after
chapver 10 the following new chapter 30:
“Chapter 30—PRIOR ART CITATION TO

OFFICE AND REEXAMINATION OF

PATENTS

“Sec. -
"301. Citation of pnior ert. /
*302. Request for reexamination,
“303. Determination of issue by Commis.
sloner.
“204. Reexamintion order by Commmigsioner.
“308. Canduct of reexamination Dproceedings,
306, Appeal.
“307. Certification of patentability, unpat-
entabllity, and clatm camcellstion,

*“% 301 Citatinn of peior art

“Any person ab oy iime may cite to the
Omcemwnuagprmmmnﬂatmgnt
Patanta or printed publiemtions whish that
persomr helleves to have s beacing on the
patentabllity of any ciaim of & partieular
patent. If- the person explains ino. wrlting the
perttnency and manner of applying such
prior art to at least one clalm of the patent,
the citatlon of _such priot art and the exa
planation therec! will becoms a part of the
official file of the patent, At the written re.
quest of the person citdng the prior art, his
or her identity will be excluded from the
patent file and kept confidentinl,
“% 302. Request for reexamination

“Any person at any time may file a request
for reexamiasation by the Office of any claim
of 4 patent on the hasis of any prior art
‘cited under the provisions of sectton 01 of

this titie. The request must be in writing and: .

must be accompanied by payment of & re-
examination fee established by the Commia-
sloner of Patents pursuant to the provisions
of section 41 of this titls. The request must
sel forth the pertinency ard manner of ap-
Piving eited pricr art to every claim for whick
reexamination {8 requested. Unless the Te=
questing person is the owner of the patent,
the er pramptly twill sand g copy
of the request to thé owner of record of the
patent.
“§ 803. Determination of Ilssue by Come
missloner
“(a) Within thres months following the

fillng of a request for reexanmination under
the provisions of ssction 302 of the title, the

Commisgloner wiil determins whether a sub-

stantlai new question of patentability affect-
ing any elaiin of the patent concerned s
rp!sed by the request, with or without con-

sraeration of other patenis or printed pub-
lications. On his own Initlative, and any time,
the Commissioner may determine whether
& substantial new guestion of patentability
is raised by patents and publications dis-
covered by him or cited under the provisions
of section 301 of this title

“(b) A record of the Comimnissioner's de-
termination under subseetion {8} af this
Sectlon will be placed In tha official file of
the patent, and a copy promptly will ha glven.

ar malled to the owner of record of the pat-

ént and to the person requesting reexamins.
tion, if any.

“(e) A.determination hy the Commisstoner

pursuant to subsection (a) of this section
that no substantial new question of patenta~
bility has been raised will be Anal and none
appealable. Upon such a determination, the

sloner may refund. a portion af the
reexamination fee required under section

"IL in & detmrmination made under the

prowistens of subsection 303(a) of thim title,
the Commiasioner finds thas substantiai,
new gquestion of patentabtiity offecting any
claim of & patent is ralsed, the determination.
will inelude an order for reexaminetion of

the patent tor resolution. of the question, The
patent owner will be given w reasonable pe-
‘Hod, pot less than two months from the date
& copy of the determination 15 given or
mailed to him, within which he may file &
matement an such question, inciuding any
amendment to his patent and new claim or
¢laims he may wish to propose, for considara-
tion in ths reexamination. If the patent
cwner flles sauch a statement, he promptly
will sezve w copy of It on the person who has
requeated -reexamination under the pro-
vislons of section 302 of thia title. Within a
pericd of two months from the date of gerv-
lge, that person may file and have considered
i the reexamination a reply to any atate-
mnsmndbyth.pmnsnmr.'rmpar-
- 80n. promptly will serve on the patent swner
& copy of any reply filad,
% 306. Conduct of resxamination procesdings
“After the times for filing the statement
and reply provided for by section 304 of this
title heve expired, reexamination wilk be con-
ducted according to the procedures estab-
lished for initial exsmination under the pro-
¥islons of sectlons 133 amd 133 of this title.
In any resxaminatten proceeding undsr this
chapter; the patent owner winl be permitted
to propose any amendment to hts patent and
& new ciaim or claims thereto, In order to
distinguish the invention as clalmed from
the prior art cited under the provinlons of
saction 301 of this title, or In Tesponse to &
deeision adverse to the patentability of &
¢lpim of a patent. No proposed amended or
hew clalm enlarging the scope of & claim of
the patent wilt be permitted In & reexaming-

tion proceeding under this chepter. All re- -

examination proceedings under this asction,
including eny appeal to the Board of Ap-
peals, wil be conducted with gpecial dig~
patch within the Office. :
“¥ 306. Appeal.

“The patent owner involved In & reexam-
inatien proceeding under this chapter mny
appeal under the provisions of section 134 of
this title, and may seek court review under
the provisions of sections 141 1o 145 of thig
title, with respect to auy declsion adverse
to the patentability of any original or proe
posed amended or new clalm of tha patent.
“$307. Caruficate of patentability, unpat.

entabillty, and claiim cancellgtion

“(ap In & reexamination Proceeding under
this chapter, when the ttme for appeal hag
explred or any appeat proceeding has termi-
nated, the Commissioner wilt Jasue and pube
lish a certificate canceling gny claim of the
patent fAnsdy determined to bs unpatent-
sble, confirming ARY claim of the patent de=

(%) Any proposed emended or new claim
determined to he patentable and in

rated into a patent following a reexamina.
tion proceeding will have the same effect as
that specified in section 252 of this title for
reissued patents on the right of any person

who made, purchased. or used anything

_patented by such proposed amended or new

clalm, or who made substantial preparation
for the same, prior to issuance of a certificate
under the provisions of subsection (a) of
this section.”.

Sec. L Section 41 of title 35, United States
Cods, ls amended to read as follows:
“§ 41, Patent fees

“(a) The Commissioner of Patents will
establish fees for the pracesstng of an appli-
cation for a patent, from filtng through dis-
position by issuance ot abandonment, for
maintaining a patent in force, and for pro-
viding all other services and matertals re-
lated to patents. No fse will be established
for malntaining a design patent in force.

*“(k) By the first day of the first fiscal
year beginning on or after one calendar year
after enactment of this Act, fees for the

actual processing of an apptication for a
patent, other than for & design patent, frcm
fling through disposition by lssuance or
abandonment, will recover in aggregate 25
per centum of the estimated average cost to
the Omice of such processing. By the Arst
‘day of the first fiscal year beginning on or
after one calendar year after ensotment, fees
for the processing of an application for a
design patent, from fiting through disposi-
tion by lasuance or mbandonment, will re-
cover in aggregate EO per centum of the
estimated average cost to the Oifice of such
processing, '

“{¢) By the fifteenth fiscal year following
the datg of enactment of this Act, fees for
maintaining patents in force will recover 25
per centum of the estimsted cost to the
Office, for the year in which such mainte-
hance fees are rezeived, of the actual process-
ing all applications for patents, other than
for design patents, from filling through dispo.
sition by issuance or abandonment. Fees for
maintaining & patent in force will be dus
three years and six months, seven years and
six months, and eleven years and six months
aftér the grant of the patent. Unless pay-
ment of the applicable maintenance fes is -
received in the Patent and Trademark Office
on or before the date the fee is dus or within
A grace period of six months thereafter, the
patent will explre as of the end of such grace
period. The Commissioner may require the
payment of & surcharge as a condition of ac-
cepting within such stx-month grace perfod
the late payment of an applicable mainte-
nance fee, -

“(d} By the first day of the first fiscal
year beginning on or after one calendar year
after snactment, fees for all other services or
materials related to patents will recover the
estimated average cost to the Office of per-
forming the service or furnishing the ma-
terial. The yearly fas for providing a lbrary
Specified 1n sectlon 13 of this title with un-
certified printed coples of the specifications
and drawings for all patents tssued in that
year will be $50.

“(e) ‘The Commissioner may walve the
payment of any fee for any service or ma-
terial related to patents In connection with
an occaslonal or Incidental request made by
& department or agency of the Government,
or any officer thereof. The Commissioner
Inay provide any applicant lssued a notice
under section 132 of this title with 4 copy
of the specifications and drawings for alt
patents referred to in that notice without
charge.

"{(f) Fees will be adjusted by the Commls-
sloner to achleve the levels of recavery spepl-
fied In this section; however, no patent ap-
plication processing fee or fee for maintaln-
Ing & patent In force wil} be adjusted more
than once every three years.

“(g) No fee established by the Commis-
sloner under this section will take effect
prior to sixty days followlng notice in the
Federal Register.”,

Sec, 8, Section 42 of title 35, United Statea
Code, 18 amended to read s follows:

T 443, Patent and Trademark OmMce funding

“{a} AN fees for services performed by or
materials furnished by the Patent and Trade-
nl:.ark Office wlil be payable to the Commuis.’
sioner,




“¢b) Aill fees pald to the Commissioner
and all appropriations for defraylig the
costs of the activities of the Patent and
Trademark Office will be credited to the
Patent Ofice Appropriation Account in thea
Treasury of the Unlited States, the provisions
of section 725e of title 31, United States
Code, notwithstanding.

“({c)} Revenues from feea will be avallable
to the Commissioner of Patenta to carry out,
to the extent provided for in sppropriation
Acts, the activities of the Patent and Trade-
mark Office, '

o) cij The Commissioner may refund any
fee (paid by mistake or a0y amount paid in
ass 0f that required.”.
em&:‘:Ec. 4. Section 154 of title 35, United States
Code. s amended bY deletlng the word
/ "'issue’ c Act
spc. 5. Section 31 of the Trademar
of 1946, as amended (16 U.B.C. 1113), 18
amended to read as followa:

»4 31. Pees
“(ay The commissioner of Patents will

gstablish fees for the flling and processing

of an application for the registration of &
trademark or other mark and for all other
services performed by and matertals fur-
nished by the Patent and Trademark Ofice
retated to trademarks and other marks.
Fees will be set and adjusted by the cc:n:
missioner to recover in apgregate 560 per
gentum of the estimated average cost to
the Office of such processing. Fees for all
sther services of materials related to trade-
marks and other marks will recover tha estl-
mated average cost to the Offce of perform=
ing the service o turnishing the material.

However, no fee for the Aling or processing of

for the reglstrattlion of .:
demark or other mark or for the renew

:;!ll'aa.:slgnment of & trademark or other mark

will be adjusted more than once every 3

years, No fee sstablished under this gection

will take effect prior to sixty days following
notice in the Federal Reglster.

wih) The Commissioner may waive the
payment of any fee for any service of mate-
rial related to trademarks or other marks In
connection with an occaglonal request mads
by & department or agency of the Qovern-
ment, or any officer thereof, The Indian Arts
and Crafts Bosrd will not be charged any
fze to register Government trademarks of
grnuineness and quality for Indtan prodI}zctl
of particular Indlan tribes and groups.”.

sec. 6. (a} Title 36 of the United States

Code, entitled «patents”, 1s amended by

adding sfter chapter 37 the following new

cnapter 38:

“Ghapter 38—PATENT RIGHTS IN INVEN-
TIONS MADE WITH FEDERAL ASSIST-
ANCE .

“Ses.

»00. Policy and cbjective.

“201, Definitions.

#903. Disposltion of rights.

«203, March-In rights.

"204. Preference for United States industry.

u006. Corfidentlality.

w206, Uniform ciauses and regulations.

“507. Domestic and foreigh protaction of fed-

erally owned inventions, i

#2308, Regulations governing Federal ugena-

in,|

+209. Restflctlom on licensing of federally
owned inventions.

»210, Precedence of chapter.

«“51]1. Relationship to antitrust laws.

w4 200. Policy and objectlve the Gon

*14 15 the potley and abjective of the .
gress to use &e patent pystem to promote the
utilization of inventions griging from- fed-
erally supported research or development; to
encourage maximum participation of gmall
buslness firms in federally supported fe-
gearch and development efforts; to promote
coliaboration bhetween pommercial concerns
and nonprofit organizations, including und-
wversities;
by nonprofit organizations and small busi-
ness firms are used in a manner to promots
free competition and enterprise; to promote
the commercialization and publio avallabil-
ity of inventions made in the United States
by United States industry and labor; to en-
sure that'the Government obtains guidiclent
rights in federaily supported inventions to
meet the needs of the thwe1'rune}:.n:“l$|eln spor:-
tect the public against nonusé or o]
able use gf inventions; and to minimize the

costs of admintstering policles in this ares.

"5 201. Definitions

«&x used in this chapter—

*{a) The term ‘Federal agency' means any
éxecutive agency as defined in section 105 of
title 5, United States Code, and the military
departments ag defined by section 102 of title
§, United States Code. ,

“(b) The term ‘Iunding agreement’ means
any contract, grant, or cooperative agreement

* gntered into Dbetween any Federal agency,
other than the Tennessee Valley Authority,
and any contractor for the performance of
experimental, developmental, or research
work funded in whole or in part by the Ped-
eral Government. Such term includes any
asstgninent, subatitution of partles, or sub-
contract of any type entersd into for the per-
formance of experlmental, developmental, or
pesearch work under & funding n.greemept as
herein defined. . '

“(g) The term ‘epntractor’ means any pere
gon, small business firm, or nonprofit
organization thet is & party to a funding
agrepment.

to ensure that inventions made
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*(d) The term ‘invention’ means any in-
vention or discovery which 1s or ey he pat-
glz}tl::.ble_or otherwise protectable under this

vie, )

“{e} The term 'subject invention’ means
any Invention of the conjractor conceived or
first gctually reduced to practice In tha per-
rcrm:nce of work under a funding agrese
ment,

“{f) The term ‘practical applica !
means to manuracr.urg in the cuapgr [ :51111-
position or product, to practice in the case
of & process or method, or to operate in the
case of & machine or system; and, In each
case, under such conditions as to establigh
that the lnvention is heing utilized snd that
its beneflts are to the extent permitted by
law or Government regulations avallable to
the; publle on reasonable terma.

“{g) The term ‘made' when wused In re~
L?;::u: t; s?y invention means the concep-

r first actual redu.
suchhlnvent!on. ction to practice of

“(h) The term ‘small business Airm’

& -small business concern as deﬂms:‘ n?i::

tion 2 of Public Law 85-536 (15 U.5.C. 832)

:;::lslg?tlgme;ng\g regulations of the Ad-
T of the Sma

minstrator 1l Business Adminis-

“{1) The term ‘nonprofit organization*
means universities and other lnsﬁtuuomo:f
higher education or an organization of the
type described in sectlon 501(c){3) of the
Internal Revenue Code of 1654 (28 U.5.C.
501(e)) tnd exem>t from taxatlon under
section 50 (a) of the Internal Revenue Code
(26 U.S.C. 501(a)) or any nonprofit sclen-

tific or educatlonal organization qualified
under g State nonprofit organization statuts.
"'§ 202. Dispostition of rights

(2) Each nonprofit organization or small
business irm may, within & reasonable time
after disclosure as required by paragraph
() (1} of this section, elect to ratain title
to any subject invention: Provided, hotw-
ever, That a funding agreement may pro-
vide othefwise (1) when the funding agree-
ment 13 for the operation of A Government-
owned research or preduction factiity, (i)
in exceptional clrcumstances when 1t 18 de-
terminsd by the agency that restriction or -
ellmination of the right to retaln title to
any subject Invention will better promote
the policy and objectives of this chaptar or
(11} when it ls determined by a Govern-
ment authority which is authorized by stat.
ute or Executive order to conduct foreign
intellizence or counterintelligence activities
that the restriction or elimination of the
right to retain title to any subject Invention
is nesessary to protect the security of such
activities. The rights of the nonorofit orga-
nization or emall business Srm shall be sub-
ject to the provisions of paragraph (c) of
this section and the other provisions of this -
chapter. : . .

“{b) (1) Any determination under () of
mph (a) af this section shall be in
writing snd accompanied by s written state-
ment of Iacts Justifying the determination.
A copy of each such determination and Juse’
tification shall be sent to the Comptroiler
General of the United States within thirty
days after the award of the applicable fund-
ing agreement. In the case of determinations
applieable to funding sgreements with amall
business firms coples shall also be sept to the
Chief Counsel for Advocacy of the Smal
Business Administration. -

“(2) ¥ the Comptroller General believes
thet any pattern of determinations by a
Pederal agency is contrary to the poalicy and
shjectives of this chapter or that an agen-
cy's policies or practices mre otherwise not
in conformance with this chapter, the Comp-
traller General ahall so advise the head of
the sgency. The head of the agemcy shall
adviss the Oomptroller General in weitng
within ome bhundred snd twenty days of
what nction. If any, the agency has taken or
plens to take with respect to the matters
raized by the Comptrotler Genaral.

*(3) At lsast once sach year, the Comp- :

troller General shall transmit s repdri to
the Commitiees on the Judiciary of the Sen-

ate and House of Representatives op the .

manner in which this chapter 1s being tmple-
mented by the agencels and on such other
aspects of Government patent palicies and
practices with respect to federally funded
inventions as the Comptroller Gensral be-
lleves sppropriase.

“{c) Bach funding sgresment with a small
business firm or nonprofit organization aball
contain sppropriate provistons to effactuate
the following:

(1) A requirement that the contractor
disclose sach subject Invention to the Federal
agency within s reascnable time after It 1a
made and that the Fedearal Government may
recetve title to any subject inveatlon not
reported to it within such time.

“(2) A requirement that the contractor

make an election to retaim title to any sub-

ject invention within a reasonable time after

_ disclosure and that the Federal Clovernment

may receive title to any subject Invention in
which the contractor does not elsct to refain
rights or fulls 30 elect rights within such

time.

“(3) A requirement that& contractor stect-
tng rights file patent applications within
ressonahle times and that the Federal (Gove
ernment may recelve title to any subject
jnventions in the United States or other
countries in which the contractor has not
filed patent applications on the subject in-
vention within such times.

“(4) With respect to any invention in
_which the contractor elects rights, the Fed-
eral agency shall have & nonexclusive, non-
translerable, irrevocable, pald-up license to
practice or have practiced for or on behalf
of the United States any subject invention
throughout the world, and may, if provided
in the funding agreement, have additional
rights to sublicenss any foreign government
or internaticnal organization pursuant to
any existing or future treaty or agreement.

“{5) The right of the Federal agency to
require periodic reporting on the utilization
or efforts at obtaining utilization that are
being made by the contractor or his llcensees
or assignees: Provided, That any such infor-
mation may be treated by the Federal agency
as commercial and financial informatian ob=
tained from a person and privileged and con-
fidentia] and not subfect to disciosure under
scec;ion 553 of title 6 of the United States

ode,

*(8) An obligation on the part of the cob-
tractor, in the event & United States patend
application i1s Aled by or on its behalf or by
any assignee of the contractor, to Mmeclude
within the sparificetion of such spplication

» and any patent issuing thereon, s statement

specifying that the invention was made with
Government support and that the Govern-
ment has certaln rights in the Inventlon. -

(7} In the case of & nonprofit Organiza-
tion, {A) a prohibition upon the assignment
of rights to & subject invention in the United
Btates without the spproval of the Federal
agency, except whers such assignment is
made to an organization which has as one
of its primary functions the maragement of
inventions and which is not, itseif, engaged
fn or dues not hold a substantial ntersst 1n
other organizations engaged in the manufac-
ture or sale of products or the use of proc
euses that might utilise the invention or be
In sompetition with embodiments of the 1o-
vention (provided that such assignee shall
be subject to the same provisions as the
contractor); (B) a prohibition against the
granting of exclustve licenses under United
States Patents or FPatent Applications in &
subject invention by the contractor to per
sons other than small business Arms for &
period in” exoess of the eartier of five years
from firat ‘commercial sale or us of the in-
vention or elght years from the dute of the
exclusive license exceapting that time oefore
regulatory agencies necessary to gbtain pre-
markei clearance uniess, 6n & ‘CASe-by~Case
basin, the Federal agency approves s longer
sxclusive lloense. I exclusive fleld of use U=
ofses are granted, commercial sale or uen ln
one fisld of use shall not'be deemed com-
marcial sale or use as ta other felds of use,
and a first commarcial sale or use with Ie~
spect to & preduct of the lpvention ghal] not,
be deemed to end the exclusive period to
different subsequent praducts eovered by the
invention; (C) a requirement that the oons
factor shere royalties with the tinyexsor; and
(D) & requiremsnt that the balance of any
royaltise or incoms eatned by the comtrao-
tor with respect to subject inventions, after
paymeant of expenses {including payments to
laventors) incideantal te the administration
of subject inventions, be utilized for the
support of sclentific research or educktion.

*{8) The requirements of ssctions 303 and
804 of this chapter. : .

“{d) I s contractor does not elect to re-
tain titls to a subject invention in cagses
subject to this section, the Federal agency
Ay oongider and after oonsulation with the
contractor grant requests for retention of
rights by the loventor subject to the pro-
visian ©f this Act and regulations promul-
gated hereunder.

“{e) In any case when a Pederal employes
1s » coloventor of any inventlon made under -
A funding agreement with a nonprofit orga=
nization or amall business Airm, the Federal
agency employing such colnventar i3 authar-
1zed to transfer or assign whatever rights 1t
may acquire In the pubject inventlon from
1ts employee to the contractor subjact to the
conditions set forth in this chapter.

“(1){1) No funding sagreement with #
small business irm or nonprofit crganization
shall contain s provision allowing s Federal
agency to require the licensing to third pare
tles of Inventions owned by the contractor
that are not subject inhetions unleas such
provision has been approved by the head of
the agency and & written justification has
been signed by the head of the agency, Any
such provision shall clearly state whether
the licensing may be required in connection
_with the practice of s subject invention, &
specifically identified work object. or hoth.
The head of the agency may not delegate the
authority to approve provistons or algn justi-
fications required by this paragtaph.

*(3) A Fedaral agency shall not require
the licensing of third partles tnder any
such provision uniess the head of the agency
determines that the use of the invantion by
others Is necessary for the practice of a sub=
ject invention or for the uss of a work ob-
ject of the funding agreement and that such
sction 13 necessary to achieve the practical
wapplication of the subject invention or work




object. Any such determination shall be on
the record after an opportunity for an agen-
¢y hearing. Any actlon commenced for ju-
dicial review of such determination shall be
brought within sixty days afier notification
of such determination. .
“§ 203. March-in rights

“With respect to any subject invention in
which a small business firm or nonprofit or-
ganization has acquired title under this
chapter, the Federal agency under whose
funding sgreement the subject invention
was made shall have the right, in accordance
with such procedures as are provided in reg-
ulations promulgated hereunder to require
the contrector, an assignee or exclusive -
censee of s subject ioventlon to grant &
nonexciusive, partially exclusive, or exclu-
sive license in any field of use to a respons-
ible applicant or applicants, upon terms that
are reasanable under the circumstances, and
it the contractor, assignee, or exclusive li-
censee refuses such request, to grant such &
lcense itself, If the Federal agency deter-
mines that suchwe

“{a) aotlon is necessary because the con-
tractor or assignees has not taken, or is not
expected to take within e reasonable time,
efective steps to achlieve practleal applica-
tion of the subject invention in such feld
of use;

"(b) mction is necessary to alleviite health
or cafety needs which sare not reasonably
satisfied by the contractor, sasignee, or their
lcensees;

*“{c) action is necessary to meet require-
‘ments for public use specified by Federal
regulations and such regquirements are not
reasonably satisfled by the contractor, se-
plghee, or licensees; or

“{d) wmction Is Decessary because the
agreement required by section 204 has not
been obtalned or walved ar because s licen-
see of the exclusive right %o use or sell any
subject invention in ths United States lg in
"breach of ita agreement obtained pursuant
to section 204.

“§ 204, Preference for United States industry

“Notwithstanding any other provision af
this chapter, no sinall business firm or .non-
profit organizetion which secsives title to
auy subject Invention and oo assignes of any
such small business 8rm or nonprofit Grgati-
zation dhall grant to any person the exclusive
right to use or seil any subject Invention In
ihe United Staies unless such person
that any products smboedying the subject ine
vention or produced through the use of the
subject invantion will be manufactured sub=-
stantially in the Uniied States. However, in
ndividual cates, the requlrement for such an
agreement may be walved by the Federal
agency under whoge funding agreement the
invention was made upon s showing by the
amall business firm, nonprofit organization,
or assignee that reasonabie but unsuccessful
wfforis have been made to grant llcenses on
similar terms to potentinl licensees that
would be Hkaly to manufacturs aubstantially

- in the United States or that under the cir-

cumsiances domestic manufecture is not
commeccially feasible,
“§ 205. Confidentiality -
“Federsl agencles are auhorized to with-
hold from disclesure to the public informa-
tlon discloging any Invention in which the
Pedera] Covernment owns or may own A
right, title, or interest (including a nonexs

- clusive license) for a reasonable tlme In order

Jor a patent application to be filed. Purther.
more, Federal agencies shall not be required

to release coples of any document which is .

part of an application for patent flled with
the United States Patent and Trademarl
Office or with any forelgn patent offioe,
“'§ 208. Uniform clauses and regulations
"The Office of Federa] Procurement Polley,
after recelving recommendations of the Offics
of Sclence and Technology Policy, may issue
regulations which may be made applicable
to Federal sgencies implementing the pro<
‘visions of sections 202 through 204 of this
chapter and the Office of Federal Procuree
ment Policy shall establish standard funding

egreement provisions required under this

chapter. .

"} 207. Domestic and forelgn protection of
federally owned Inventiona

“Fach Federal agency ia suthorized to—

“{1) apply for, obtdin, and maintain pat- .

enta or other forms of protection in the
United States and in forelgn countries on
inventions in which the Federal Government
owns a right, title, or interest;

“{2) grant nonexclusive, exclusive, or
partially exclusive llcenses under federally
owned patent applications, patents, or other
forma of protection ohtaioed, royalty-free or
for royalties or other conslderation, and on
such terms and conditions, Including the
grant to the licensee of the right of enforce-
ment pursuant to the provisions of chapter
29 of this title as determined- Rppropriate
In the public interest;

“(3) undertake all other suitable and
nhecessary ateps (o protect and admipister
rights to federally owned !nventions on be-
half of the Federal Government either di-
rectly or through contract; and

"{4) transfer custody and administration,
In whole or in part., to another Federal
agency. of the right, title. or interest in any
federally owned Invention,
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"} 208, Regulations governing Federal

ltcensing

“The Administrator of General Services 1s

authorized to promulgate regulations speci-
fyirg the terms and conditions upon which
any federally owned invention, other than
inventions owned by the Tennesses Valley
Authority, may be licensed on & monexclu-
sive, partially exclusive, or exclusive basls.

“§ 200. Restrictions on licensing of federally

owned Inventions

“(a) No Federsl agency shall grant any

license under a patent or patent application

on & federally owned Invention untess the
person requesting the license has supplied
the agency with a plan for development
and/or marketing of the Inventlon, except
that eny such plan may be treated by the
Federal agency as commercial and financial
Information obtained from & person and
privileged and confidential and not subject
to disclosure under section 552 of title § of
the United States Code.

“(b) A Federal agency shall normally
grant the right to use or sell any federslly
owned invention in the United States only
to & licenses that agrees that mny products
embodylng the . invemtion or produced
through the use of the invention will be
manufactured substantially in the United
States,

“(e) (1) Each Federal agency may grant
excluasive or partially exclusive licenses in
any invention covered by a federally owned
domestic patent or patent spplication only
if, after public notice and opportunity for
fillng written objections, it is determined
that—

“(A&) the interests of the Pederal Govern-
ment and the public will best be served by
the proposed license, In view of the appli-
cant's intentlons, plang, and ability to bring
the invention to practical application o
otherwise promote ths invention's utilization
by the publie;

“(B) the desired practical application has
not been achieved, or is not likely expedi-
tlously to be achieved, under any nonexclu-
sive license which has been granted, or which
may be granted, on the invention:

“{C) exclusive or partially excluslve e
censing is & reasonable and nécessary incen-
tive to call forth the investment of risk capi-
tal and expenditures to bring the invention
to practical application or otherwise pro-
mots the invention's utilization by the pub-
lic; and

“(D) the proposed térms and scope of ex-
clusivity are not greater than reasonably
necessary to provide the Incentive for bring-
ing the invention to practieal application or
otherwise promote the invention’s utilization
by the publie. i -

"(2) A Federal agency shall not grant such
exclusive or partially exclusive loense under
paragraph {1} of this subsaction if it dater-
mines that the grant of such license will teng

‘substantially to lessen competition or result

in undue concentration in any ssction of the
country in any line of commerce to which
the technology to be licensed relates, or to
create or maintain other situations incon-
gistent with the antitrust laws,

“{3) Pirst preference In the exclusive or
partially exclusive licensing of federally
owned inventions shall go to small business
firma submitting plans that are determined
by the agency to be within the capabilities
of the firms and. equally likely, If executed,
to bring the invention to practical applica-
tlon as any plans submitted by applicants
that are not small business firms, ’

“{d) After consideration of whether the
interests of the Federal Covernment ar
Unlted Btates Industry in foreign sommerce
will be enhanced, any Federal agency may
grant exclusive or partiaily exclusive licenses
in eny invention covered by a foreign patent
application or patent, after public notice and
opportunity for filing written objections, ex-
cept that a Federal agency shall not grant
such, exclusive or partislly exclusive license
if it determines that the grant of sugh li-
cense will tend substantially to lessen com-
petition or result in undye concentration tn
&ny sectlon of the United States in any line
of commerce to which the technology to be
licensed relates, or to create or maintain other
situationa inconsistent with antitrust laws.

“{¢) The Pedersl agency shall maintain
# record of determinationa to grant exclusive
or partially exclusive llcensea.

"(f) Any grant of & licenss shall contain
such terms and conditions as the Faderal
Agency determines appropriate for the pro-
tection of the Interssts of the Pederal Gov-
ernment and the publie, including provisions
for the following:

“(1) periodic reporting on the utilization

‘or efforts at obtalning utllization that are

being made by the licenses with particular
reference to the plan submitted: Provided,
That any such information may be treated
by the PFederal agency ss commercial and
financial information obtalned from a per-
son and privileged and confidential and not
subject to discloaure uuder ssction 553 of
title 5 of the United States Code;

“(2) the right of the Federal agency to
terminate such Iicense in whole op in part 1t
it determines that the lcensee is not exe-
cuting the plan submitted with its request
for & license and the licensee cannot other-
wise demonstrate to the satisfaction of tha
Federal agency that it has taken or can be

expected to take within s reasonable time,
effective steps to achleve practical applica-
tion of the inventlon;

“{3) the right of the Federal agency to
terminate such license in whole or in part
if the licensee is in breach of an agreement
obtained pursuant to paragraph (b) of this
section; and

“(4) the right of the Federal agency to
terminate the license in whole or in part if
the -agency determines that such action 18
necessary to meet requirements for publle
use specified by Federal regulations lssued
after the date of the license and such re«
quirements are not reasonably satisfied b_y
the licensee.

"§ 210. Precedence of chapter

“{a) This chapter shall take precedence

over any other Act which would require &

disposition of rights In subject inventions
of small business Arms or nonproflt orga-
izations contractors In & menner that is
inconsistent with this chapter, in¢luding
but not necessarily limited to the Iollowing:

*{1) section 10(a) of the Act of June 29,
1935, as added by title I of the Act of
?ugust 14, 1648 (7 U.B.C. 427l(a); 60 Stat.

086} ;

"(2) section 205(a) of the Act of Au-
gust 14, 19468 (7 U.B.C. 1624(a); 60 Stat,
1080);

“(3) section 501({c) of the Federal Mine
Bafety and Heaith Act of 1077 {30 U.B8.C.
8561(c); B3 Stat. 743);

"“(4) section 108{¢) of the National Trafie
and Motor Vehicle Bafety Act of 1968 (15
U.B.C. 1305(c); 80 Stat. 721);

“(5) section 13 of the Natlonal Sclence
Foundstion Act of 1060 (43 U.S.C. 1871(a):
B2 Stat. 860);

“{6) section 152 of the Atomic Energy Act
of 10564 (42 U.B.C, 2182; 68 Stat. 943);

“{T) section 308 of the Natlonal Asronsy-
tica and Bpace Act of 1058 (41 U.5.C. 2467);

"(8) sectlon 8 of the Coal Research Devel-
opment Act of 1060 (30 U.B.C. 666; 74 Siat.
337);

“{9) section ¢ of the Hellum Act Amend-
ments of 1860 (50 UE.C. 16Th; T4 Stat, 920);

“(10) section 32 of the Arms Contro! and
Disarmament Act of 1661 (22 US.C. 2572;
76 Stat. 834);

"(11) subsection (e) of section 302 of the
Appalachisn Regional Development Act of
1865 (40 UB.C. App. 302(e): 79 Stat. 5):

“(13) section 8 of the Federal Nonnuclear
Euergy Research and Development Act of
1974 (42 U.8.C. 6901; BA Htat. 1878); .

“{13) section 8{d) of the Consumer Prod-
uet )Satety Act (18 U.B.C. 2054(d); 86 Stat.
1211);

“(1¢) section § of the Act of April 5, 1044
(30 U.B.C. 823; 58 Btat. 181);

“(15) section BO0I1(c)(3) of the Sold
Waste Disposal Act (42 U.S.C. 69Bl(c): 00
Stat. 23829); .

**(18) section 219 of the Foreign Asatstance
Act of 1981 (22 UB.C. 2179; 83 Stat. 806);

“(17) section 427(b) of the Federal Mine
Health and Bafety Act of 1077 (30 U.B.C.
P3T(b); 66 Stat. 155); -

"(18) section 308(d) of the Surface Min-
ing and Reclamatlon Act of 1977 (30 U.8.C.
1226{d); 91 Btat. 485);

"'(18) section 31(d) of the Federal Pirs
Prevention and Control Act of 1574 (186 U.8.C.
2218(d); 88 Stat, 1548);

*“(20) section 6(b) of the Solar Photo-
voltale Energy Research Development and
Demonstration Act of 1878 {42 U.B.C. 5585
(b); 82 Btat, 3516):

“{21) section 12 of the Native Latex Com-
merciallzation and Economic Development
A::I.l of 1978 (7 U.B.C. 178(§): 62 Stat. 2633);
an -

“{23) sectlon 408 of the Water Resources
and Development Act of 1978 (42 U.S.C. 7879;
82 Stat. 1360). The Act creating this chep-
ter shall be construed to take precedence
over any future Act unless that Act spe-
cifically cites this Act and provides that it
shall take pracedence over this Act.

“(b)} Nothing in this chapter is intended
to alter the effect of the laws cited In para-
graph (a) of this section or any other laws
with respect to the disposition of rights in
Inventions made in the performance of fund-
ing ag ts with p ather than non-
profit organizations or small business fAirms.

“{c) Nothing in this chapter ts intended
to lmit the authority ot agencles to
to the disposition of rights in inventions
made in the performance of work undear
funding agreementa with persons other than
DORProfit organizations or small businesg
firms In accordance with the Statement of
Government Patent Policy insued on August
23, 1971 (36 Fed. Reg, 16887), 8gency regus
lations, or other applicable regulations or to
otherwise limit the authority of sgencies to




allow guch persons to retaln ownership of
inventions. Any disposition of rights in in-
ventions - made In accordance with the State=
ment or implementing regulations, lncluding
any disposition oceurring before enactment
of this section, are hereby authorized.

“{d) Nothing In this chapter shall be
construed to require the disclosure of in-
telligence sources or methods or to other-
wise aflect the authority granted to the
Director of Central Intelligence by statute

or Executive order for the protectlon of

intelligence sources or methods.
§ 211. Relatlonship to antitrust laws
“Nothing in this chapter shall be deemed
to convey to any person immuniiy from
¢ivil or criminsal liability, or to create any
defenses to actlons, under any antitrust
law."”, .
{b) The table of chapters for title 35,
United States Code, 1s amended by adding
immediately after the item relating to chape
ter 37 the following:
*38. Patent rights in inventions made with
Federal assistancs,”.

_ Sec. 7. Amendments to Other Acts.—The
following Actas ere amended as follows:

{a) Section 1568 of the Atomic Energy Act
of 1984 (42 U.S.C. 2186; €8 Stat. 047) s
amended by deleting the words "held by
the Commission or”.

{b)} The National Aercnautics and Space
Act of 18968 1s amended by repeallng paras
graph (g) of sectlon 305 (42 U.5.C. 3457(g);
12 Stat. 436},

(¢} The Federal Monnuclear Energy Re-
search and Development Act of 1874 1s
amended by repealing paragraphs {g), (h),
and (1) of seetion § (42 US.C. 3008 (g), (h),
and (1); 88 Stat. 1880-1891),

Bec. 8. {a) Sections 2, 4, and 5 of this
Act will teke effect upon enactment.

(b) Bection 1 of this Act will take efect
on the firast day of the seventh month be-
gloning after ita enactment and will apply
to patents In force as of that date or !s-
sued thereafter.

(c) Section 3 of this Act will take effect
on the first day of the first fiscal year be-
ginning on or after one calendar year after
enactment. However, until section 3 takes
effect, the Commissloner may credit the

Patent and Trademark Office appropriation -

account In the Treasury of the United
States with the revenues Irom coilected re-
examination fees, which will be available
to pay the costs to the Office of reexamina-
tion proceedings.

{d) Any fee in effect. as of the date of
enactment of thls Act will remaln in effect
until a corresponding fee establlshed under
pection 41 of title 35, United Btates Code,
or sectlon 1113 of title 1§, United States
Code, takes effect.

(e} Fees for maintaining a patent in force
will not be applicable to patents applied for
prior to the date of enactment of this Act,

() Sections 8 end 7 of this Act wil} take
effect on the first day of the seventh month
beginning after its enactment. Implementing

regulations may be issued earlier,

. (g) Sectlons 8 and # will teke effect on
the date of ehactment of this Act.

Beg, 8, The Commisstoner of Patents and
Trademarks shall report to Congress, within
2 years after the effective date of this Act,
8 plan to identify, and if necessary develob

or have developed, computerized data and -

retrieval systems equivalent to the latest
state of the art which can be applied to all
aspects of the operation of the Patent and
Trademark Office, and particularly to the
patent search flle, the patent claasification
gystem, and the trademark search file. The
report shall specify the cost of implement=
ing the plan, how rapidly the plan can be
impiemented by the Patent and Trademark
OmMce, without regard to funding which is
or which may be available for thls purposs
In the futurs.

Sec. 10. (8} Section 101 of title 17 of the
United States Code is amended to add at
the end thereof the following new langusge.

“A ‘computer program' is & set of state-
ments or lnstructions to be used directly or
indirectly in & computer in order to bring
about a certain result.”. \

(b} Section 117 of title 17 of the United
Btates Code is amended to read as follows:
"§ 117. Limitations on exclusive rights: Com-

puter programs

“Notwithstanding the provisions of sec=
tion 106, it i3 not an infringement for the
owner of & cOpy of & computer program to
make or suthorize the making of another
copy or adaptation of that computer program
provided: .

*{1} that such & new copy or adaptation
{s created as an essential step in the utiliza-
tion of the computer program io copjunc-
tion with a machine and thai it is used in
no other manner, or '

“(3) that such new copy or adaptation
is for archival purposes only and that all
archival copies are destroyed in the event
that continued possession of the computer
program should cease to ba rightful,

“Any exact coples prepared in accordance
with the provisions of this section may be
leased, sold, or otherwise transferred, along
with the copy from which such coples were
prepared, only o8 pert of the lease, sale, of
other transfer of all rights {n the program.
Adaptations so prepared may be transferred,
only with the authorization of t.t.m copyright
Oowner.”.
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Amend the title so as to read: “A bill to
antend the patent and trademark laws.”,

The PRESIDING OFFICER. The ques-
tion is on agreeing to the amendment.

The amendment was agreed to,

The PRESIDING QFFICER. If there
be no further amendment to be proposed,
the questioh is.on the engrossment of the
gﬁllendment and the third reading of the

The amendment was ordered to be en-
grossed and the bill to be read a third

~time.

& Mr. BAYH. Mr. President, there has
been no more troubling issue before this
Congress than the disturbing slump in
American innovation and productivity,
This trend strikes at the very heart of
our economy and leads to a loss of jobs, a
weakening of the doliar, and a poor
balance of trade.

There are many complex reasons for
this unhealthy trend, yet virtually every
expert who has testifled before the Con-
gress has mentioned the weaknesses i
our present patent laws as a significant
contributor to the problem. The amend-
ment that I am offering to the House.
passed bill, H.R. 6933, represents an im-
portant step in solving this patent
problem.

The amendment that I em offering
represents in essence the patent policy
incorporated in 8. 414, which was over-
whelmingly passed by the Senate after
being unanimously reported out of the
Senate Judiclary Committee.

This new policy will make federally
supported research and. development
more productive by allowing the private
sector to develop many inventions now
left gathering dust on the shelves of Gov-
ernment agencies. This ratent policy re-
vision will give small businesses and
universities conducting reseerch and de~
velopment for the Government the in-
centive to develop and market the Inven-
tions that they make while fully protect-
ing the rights of the Government and the
public. This concept has received wide
support from both sides of the alsle be-
cause of the overwhelming evidence of
the present inefficiencies in the present
patent pelicies. The full legislative his-
tory of this provision is found In the
Senate Judiciary Committee report on
8, 414 (96-480) which fully spells out the
intent of the Congress and specifies how
this patent policy is to be implemented.

Sectlon 210¢(c) is intended to make
clear that the disposition of rights in in-
ventions to contractors not covered by
this act shall continue to be governed
by the President’'s statement on Qovern-~
ment patent policy and implementing
agency regulations. Implementing regu-
Jations and policies granting ownership
rights to such eontractors are not in-
tendetd to be adversely affected by enact-
ment of this act; and dispositions pursu-
ant to such stetements and implement-
ing regulations prior to enactment of this
act are expressly authorized by this act,

The cther provisions of the present

amendment will allow the Patent and
Trademark Office to reexamine isstied
patents. This concept was unanimously
supported by the Senate when it passed
‘my bill, 8. 2446. The present reexamina-
tion procedure is that passed by the

" House, which i3 essentially the same a8

that already passed by the Senate.

Reexamination will allow patent hold-
ers and challengers to avold the present
costs and delays of patent litigation. The
American Patent Law Assoclation tes-
tified to the Judiciary Committee that
patent ltigation can cost both parties
$250,000 and take years to settle. Quite
obviously, this sum is beyond the means
of many patent holders, particularly
small businesses and {ndependent in-
ventors, and Is & sizable burden to any
business. Patent reexamination will also
reduce the burden on our overworked
courts by drawing on the expertise of the
Patent and Trademark Office for an es-
timated $1,000 to $1,500 per case. Reex-
‘amination has been endorsed by the
American Bar Association and the Amer-
fcan Patent Law Assoclation and 15 &
much needed improvement in our pres-
ent system that will strengthen the
American patent system. . :

The Senate Judiciary Committee and
the Appropriations Committee have been
concerned about the continued under-
funding of the Patent Office. The amend-
ment that I am offering includes the first
increase in patent and trademark fees
in 15 years. The language is that already
approved by the House,

The House provision includes a system
of maintenance fees so that a patent
holder can spread out his payments over
& number of years. I believe that the
Senate should accept this concept with
the provision that patent holders be per~
sonally notified through the mai] shortly
before thelr payments are due. I fear
that unless this is done small business
patent holders or independent inventors
might inadvertently miss a deadline and
thereby permit their patent to lapse. So

with this one minor addition in the leg-
islative history of the fee provision, I
recommend that it be accepted. There
should also be provisions made in the
implementing regulations of the Patent
and Trademark Office to extend the
deadline if a patent holder should in-
advertently miss peyment through no
fault of their own. :

Few would argue that trademark fee
adjustments are not needed., They have
not been increased for years. Rather
than merely Increasing fees, this bill ties
them to recovering an established per-
centage of average estimated costs, with-
out any feeling or contro), Unquestion-
ably, support for fee increases based on
8 percentage of cost recovery waned
dramatically when the language creating
8 Patent and Trademark Office inde-
pendent of the Department of Com-
merce, an action I actively sought, was
deleted from this legislation. In any case,
this open-ended structure should not be
construed as a “blank check.”

Today, conditions in the trademark of-

flce are nothing short of a national dis-
grace and aithough remedies are belng
sought, we are far from realizing an ef-
flelently run operation. Some estimate
that, in 5 years, the length of time it
takes to receive 8 registration may
stretch from over 2 years to a deplorable
T years. Reasonably, this period should
not exceed 1 year. Furthermore, when
registrations are lssued, they are fre-
quently malted to the wrong company,
much of the Office’s official correspond-
ence I8 handled in longhand due to a
shortage of clerk typlists and the statu-
torily required publication of the official”
gazette, when It does occur, is months
behind and has resulted In an inordinate
backlog. It will cost a great deal of money
to straighten out this disastrous mess
and increased fees will help, However, I
am -certain that 1t is not the intent of
my colleagues that American husinesses
and individuals be forced te pay the cost
of past management errors in the Patent
and Trademark Office (PTO) and the -
Department of Commerce. Additionally,
while there i3 no provision in this leg«
islation to prohibit the commingling of
patent and trademark fees revenues to
offset expenditures of the PTO, it s the
intent of this body that they be kept
separate.

Of even more serious import to U.S.
trademark owners is the impact on fees.
that will result should the Senate ratify
the Trademark Registration Treaty. This
treaty, as it substantially reduces for
foreign naticnals to file, makes it easier
for them to present their applications
for processing. Cost of trademark opera-
tions within the PTO cannot help but
soar and backlog will certainly be mag-
nified. The number of oppositions will in-
crease and printing costs will be much
higher. Because this legislation does not
take this possibility into account and
bases the fees which American businesses
must pay on aggregate costs, I have con-
fidence that Congress will examine this
new trademark fee structure when it
considers the impact on the PTO of the
treaty to Insure that American trade-
mark owners, both individusals and busl-




nesses, do not subsidize thf costs of
their forelgn competitors. !

The Congress should exercise an over-
sight of the Implementing reguiations as
this increase in patent and trademark
fees goes into effect to insure that it
does not have a negative impact on in-'
dependent inventors and small busi-
nesses. It i8 not the intent of the Senate
that fees should be ralsed to the point
that these\important sources of innova-
tion are discouraged or prehibited from
filing patent and trademark applications
by their financial limitations., It would
be counterproductive to the patent and
trademark system if this concern were
not carefully weighed by the Patent and *
Trademark Office,

required by the Regulatory Fiexi-
bility Act (Public Law 96-354) and the
present eet (H.R. §933), the Patent and
Trademark Office is required to adopt
regulations for the patent fees of section
41(a) of this act that will reflect the
ability of small entities to pay such
charges, Consideration must be given to -
several tlers of processing, filing, anhd
maintenance charges.

My amendment will also authorize a-
2-year study of the feasibility of com-
puferizing many of the operations of
the Patent and Trademark Office. The
Judiclary Commiitee has been very con=
cerned with reports it hag received about
missing patent files and the uncertainty
of many issued U.B. patents. Computer-
1zation should significantly modernize
the operations of the Office and this
study will be very important in determin-
ing how best to proceed.

Finally, Mr, President, this amend-
ment clarifies the 1976 Copyright Act os
it is related to the ability to obtain copy-
rights on computer software. This lane
guage reflects that proposed by the Com-
mission on New Technological Uses of
Copyrighted Works and s supported by
the Copyright Offce.

This amendment represents & satise
factory compromise between the posi-
tions of the Senate and the House, This
bill will be a significant step forward not
only for the patent system, but for
American Innovation and productivity, I
urge my colleagues to join with me.in
:;zppgrtinz this vitally important legisla-

oL, . . .




