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L - ~_Administration's Markup of S. 1657

~ The 'A.d.m.inist.ration's‘ reasons for providing these proposed revisions are (1)__to
imp.rove the bill from a .t:echni.cel standpoint (2)_ to ensure its onif orm end proper
implementation, and (3) t’o enhance its possibility of passage. With respect to the latter,
the Administration supports the _baSic pri_nciples of S, 165‘_?.' However, since S, 1657

would repeal P._L._ 96—51 7, without retaining key substative provisions of that law, it is

llkely to be opposed by Small busmess and umver51ty groups. This wﬂl endanger and make

L.mmerSlties)—when—thereﬂs—norneeeasﬁy for making such a trade-off. J
The amendments we are proposmg will improve 8, 1657 techmc&]ly and should, at
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Moreover, they may actuelly represent sxgmflcant 1mprovements over the language in
- P.L. 96-517 end may encourage actlve sup{port from the umversxty and smeJl busmess
sectors At the same tlme they wﬁl also 1mprove the b1]l for all contractors. ,
_ s S
The other concern underlymg the proposed changes has to dea'rmth the proper *
role of the Departm ent of Comm erce, OMB . and the agencles in the, 1mp1ementat10n of
the bﬂl We con51der it cr1t1ce1 that authorlty for the developm ent of 1mp1ement1ng
regulatlons be placed in OMB. The bill impacts on grants, contraets, cooperative
agree ments and w1de range of perform ers of research from non»—proflts umverSItles,
; state and local governments small busmesses, and Ierge businesses. As such, OMB rather

than Commerce or any single agency, should have the respons1b111ty for developing

uniform regulations and clauses that wil impact on this wide range of performers and




act1v1t1es Moreover, P L. 96-517 placed this respon31b111ty in OMB/OFPP and
experlence under that Act has demonstrated the wisdom of that approach.
~ With these major concerns in mind, the following is a summary of the changes we

are proposing:

1.  Changesin the defmltlons section (Sectlon 103) are primarily techmcal in nature.
..Some det‘zmtlons were added to accom modate changes 1n wordlng made in other

- sectlons of the bill. Some deflmtlons were deleted as unnecessary

2, In Tltle II the most s1gn1f1cant change was the revision of Sectlon 20 l(a) to place
regulatory authorlty in OMB as dlSCllSSed above. Other changes in Sectlon 201 sre
1ntended to make clear that the lead agency w1]l functmn ina coordlnatlng and |

adwsory role, but w:ll not actually control the operatrons of 1nd1v1dua1 agenc1es.

‘Section 202 was revised to make sure that rule makmg authorlty did not end af ter =

seven years. _

3. Title I has been changed ina number of respects. A nurnber of the changes are
- prim ar11y structural in the sense that the basm concepts and Ianguage ot‘ S 1657
are retained but reordered to remove ambiqmtles or other draftmg problems.

However, some substantlve prowsmns have been deleted and new matter added. : I |

A comparlson of S. 1657 w1th the Admlmstratlon mark—up w.ﬂl reveal that the fo]lowmg

substantive prov1smns in S 1657 are not retalned. .

1. The GOCO exceptzon at 301(a)(1) has been dropped Several agencles have

: questmned the need for thrs exceptlon, and it is our pos1tlon that GOCO's should




exemptlon under P.L. 96 517 and its mcluszonwm% be Jxegatwe in attractmg‘

also retain rlghts unless an agency can ]UStlfy d1ff erent treatment under the

"exceptlonal cn-cumstances" exemptlon. The ehmmation of th1s exemptlon, may

also attract some non-_-profxt./_u_mversrtty support. o ' RV

_ The exemptlon at 301(&)(4) is also dropped. It is beheved that the march-m rxght

- section adequately takes care of this situation. Meeeever ﬁls was not a ba51s for

A

unwers_r_ty(sma]lhusmess support.) ‘

~ The license to state and local governments in 301(¢X2) was dropped. (’i‘his is also

not in P.L. 96-—517.) The inclusion of this right also has the unfortunate effect of

discouraging commercialization of these very inventions that would most benefit

state and loeal governments. o

The anti-trust ground for march-in at 304(a)(4) has been dropped. Department of
Justice representatives have suggested, and we agree, that it is impractical to
expect ageneles to be equipped to exercise this right. By way of compensatlon,

Ianguage has been added at Sectlon 503(&)W whrch will

help to ensure that the Department of Justice can take approprlate actlon ‘when

ﬁf/&fﬁ to be

inventions made under government contracts are belng used in a manner that
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The requu-ement that contractor declare \s 1ntent to commerclahze at section
305(a)3) has been deleted since thls really has no teeth and march—m is the proper
remedy for this. Moreover, we have added provisions requiring the filing of patent

applications which was omitted from S. 1657,




Parts"(B) and (C) of section 305(a)(5).dealing with waivers were deleted. We have
elsewhere made revisions to the defmltlon of "contract“ with the mtentlon of
makmg clear that patent clauses are not reqmred in loan guarantees or prxce _

supports. As par}of the repealers any statuted that currently requ1re patent

' prov1s1ons in such agreements should be amended We also recommend that the
’ legzslatlve hrstory rnake cl_e_ar that in the absense of speczflc language to the

- contrary, loan guarentees, price or purchase supports, and other special contracting

decisions are not covered by the Act and shoﬂld not include any patent provisions.

(C) is deleted since, as drscussed above, the anti—trust ground for march-in has been

dropped

New concepts and language that have been added are described next. For the most part

these are derived either from 96-517 or from experience gained d:u.ring"its |

implementation.

1.

In section 301(a) of the Adm:mstratlon draft exemptlons have been added for

' f orelgn contractors. Such exemptlons were elther exphc1tly or 1mp1101t1y bu11t into

| the deflmtlons in P. L. 96—517 However, the broad coverage of S 1657 requ1res

_.exphclt language on thlS pomt

The forfeiture language:in.our.301(eX1) is new. S. 1657 Was silent on what heppens

in nonreportmg situations. P.L. 96-517 may have been overly harsh on this pomt.

"The language we propose should represent a reasonable mlddle—ground




Sectlon 301(c)(2) requlres agencles to ensure that their contractors have adequate
arrangements with thelr employees to perfect Governm ent rlghts. Perhaps this
would be accomodated under the general language at the beglnmng of Sectlon 305

of S. 1657, but we beheve lt should be made exphcrt

Section 301(eX4) and (5) establish requirements that contractor's electing rights
must file patent apphca'aons. S 1657 is sﬂent on this. Moreover, there was

substantlal controversy between the agenmes and the umver51ty sector durmg the

_ 1mp1ementat10n of 96~ 517 as to whether it was reasonable to expect contractors to

file before any forelgn bar (i.e. before pubhcatlon) These subsectlons are 1ntended
to make clear that: contractors need not be foreed to forfelt thelr rlghts because of
8N mablllty to make an initial flllng in t1me to avoid the loss of forelgn rzghts.

Inclusmn of. th:s language shouldbe a key selling pomt in obtalmng university

support for S. 1657 , since this language is clearer ____than that of 96-517 on this point

(although the Senate -Report-»on S. 414 contained discussions that were quite helpful

in this regard).

B Sectlon 301(c)( 6)(111)—(\1) also are de51gned to 1mp1ement the government‘s r1ghts '

when contractor's faﬂ to prosecute patents S. 1657 was, agam, sﬂent on these

_ points. .

Sectlon 301(0)(8) is 1ntended to make clear that the r1gh of government o

iffeanatyinel - agnesren ., ¥
contractors may be subject to ﬂtseat-y-ebl;gatms‘ This language is based on

experlence m 1mp1ement1ng 96—517 an 1mprovement over the counterpart 1anguage

1n that Act Thls subsectzon also reﬂects long standlng pohcy, and is necessary in

‘any statute that would leave t1t1e in the contractor.




- 10.

Other areas in v_vhich ehan.ges'have.:been made include the following:

| 1mplementation of 96 517 ”

Section 301(cX11) is new. Itl_is based on language in 96-517 and is addressed'to non-

profits and univers.iti.es only. Though in form it is a restri"ction on non-—profits, in

fact these restrlctlons are supported by them and desired. It should be noted the

| language in 96~ 517 that lxmlted the perlod of exclusxve hcenses granted by non—

profits has been dropped ThlS change w1]1 also be a plus in generatmg umversrty

support.

Sections 302(a) and (b} are derived from 96-517 and should be retained'.

~The seeond sentenee of section 302(c) is derived frorn 96-517 'with some rewording._. '

Sectlon 304 Appea‘éls, 1s new. It is based on experlence g&med durlng the -

Some changes have been made in the procedures for exercising march-ins. We have

dropped any statutory requirement for APA type procedures and would leave that

to the 1mplement1ng regulatmns of OMB However, we have compensated for thIS

by adoptmg language in the House bl]l whlch ca]ls for de novo review by the Court
of Cla1ms. Such review should ehmmate the need for a full—blown APA procedure
at the agency 1eve1 although by regulatlon we would expect some reasonable due

process standards would be reqmred. _ .

Government Llcensmg Authorlty We have subst1tuted the more comprehenswe

'prov1s1ons of 96~ 51? w1th a few mmor changes, for the more abbrev1ated prov1sxon

(sec. 306) of S. 1657 Strong support was expressed by a number of agencies for




retention of these provis'ions. Implementation of these provisions has proceeded a

long way, and their repeal would create a chaotie situation.

3.  Though we have not yet provided a mark-up of the repealer section of S. 1657, it
should be noted that it is evident that a number of other prdvisions should be
repealed or amended and that several of the sections listed in Section 501 are in

need of eorrection.

4.  As mentioned previously, a new section 502 en ahtitrugt has been added to provide
a more effective and practical means of addressing misuse of subject inventions

under the antitrust laws.

5.  We have expanded the seétion dealing with the effective date of the Aect, so as to
leave agencies with to treat inVentions made under contracts that predate/t®.&.

A _ Viiane
_effective date of the Aet in & manner consistent with the Act. Experince in the

implementation of 96-517 has demonstrated the advisability of such a provision.

We have also added language to make clear that march-in is not subjeect to the Contraets
Disputes Aet. This is an issue under P.L. 96-517 where contracts are involved, In order
to provide for & uniform, high-level procedure, in both grants and contraets, it is

© meeessary to eliminate any arguemeiis &H&i"ﬁm"(}ontracﬁ Disputes Act would spply.







