. REF ID:A104605

ASSISTANT SECRETARY OF DEFENSE
Washington

My dear Mr., Lawton:

There is inclosed herewith a draft and sectional analysis
of proposed legislation, "To provide for the withholding of
certain patents that might be detrimental to the national se-
curity, and for other purposes,” and a copy of a proposed letter
to the Congress recommending its enactment.

The proposed bill is a part of the Department of Defense
Leglislative Program for 1951 and is similar to S. 2557 and
He Re 6389 of the 8lst Congress, which were recommended by the
Department of Defense. The prineipal difference between this
proposal and those bills is in the provision for compensating
the inventor whose invention is made the subject of a secrecy
order. S. 2557 and H., R. 6389 merely provided for compensation
"based upon uge, if any, of the invention by the Government."
The current proposal would enlarge the right by authorizing
compensation "for damage accruing by reason of the order of
gecrecy® in addition to compensation for "use®. The Bureau of
the Budget indicated in connection with S. 2557 its approval
of such a change.

The Departments of State, Justiice, and Commerce have an
interest in this proposed legislation.

Your advice is requested as to its relationship to the
program of thg Preasident.

Sincerely yours,

Marx Leva

Inclosures

Honorable Frederick J. Lawton
Director -
Bureau of the Budget
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ASSISTANT SECRETARY OF DEFENSE
Washington

My dear Mr. Speaker:

There is forwarded herewlth a draft and sectional analysis of
proposed lsgislation, "To provide for the withholding of certain
patents that might be detrimental to the national sscurity, and for
other purposes,."

This proposal 1s a part of the Department of Defense legis-
lative Program for 1951, and it has been approved by the Bureau
of the Budget. The Department of Dsfenss recommends that it be
enacted by the Congress.

Purpose of the Iegislation: The proposed legislation is de-
signed, where national sscurity dictates: (a) to maintain certain
inventions in a secret category and thereby prevent disclosures
thereof; (b) to provide for compemsation to inventors where patents
are withheld; and (e¢) to provids penaltiss for violations of secrecy.
Temporary wartime legislation which now prevents the disclosure of
inventions the wrongful use of which would be detrimentsl to the
sscurity of the Unlited States will terminate with the formal con-
clusion of World War II. Upon expiration of the temporary law, there
would be virtually unresiricied acoess to patented scientific and
technical advancements. It appears, thersfore, to be vitally im-
portant to national security to have such permanent legislation,

islative References: Iegislation similar to this proposal
was introduced in the 81st Congress (S. 2557 and H. R. 6389) upon
the recommendation of the Depariment of Defenss. The prinecipal
difference between this bill and the one recommended to the 8lat
Congress is in the enlargement of the right to apply for compensaw
tdon in the new proposal to include not only compensation for use
of the invention by the Govermment, bui also compensation for any
damage caused by reason of the order of sscrecy.

Cost_and Budget Detas It is Impossible to determine the number
of inventions that may be subjected to a secrecy order in the intersst
of national defense; hence, an accurate estimaie of the fiscal effects
of this legislation cannot be made.

Department of Defense Action Agency: The Department of the Navy
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has been designated as the representative of the Department of De-
fense for this legislatiem.

Sinesrely yours,

Inclosures

Honorable Sam
Speaker of the House of Representatives
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A BILL

To provide for the withholding of certain patents that might be
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detrimental to the national security, and for other purposes.

Be it enacted by the Senate and House of Representati.ves

of the United States of fmerica in Congress assembled, That

whenever publication or disclosure by the grant of a patent
on an invention in which the Government has a property interest
might, in the opinion ¢f the head cf the intereslied Government
agency, e detrirental to the national security, the Com~
missioner of Patents upon being so notified shall order that
such inventicn be kept secret and shall withhcld the grant of a
patent thierefor under the conditicns set forth hereinafter.
Whenever the publication or disclosure of an invention by
the granting of a patent, within categories prescribed by the
President and in which the Governnent does not have a property
interest, might, in the opinion of the Commissioner of Patents,
be detrimental to the national security, he shall make the ep-
plication for patent in which such invention is disclosed evail-
able for inspecticn to the Atomic Energy Commission, the Secretary
of Defense, and the chief officer of eny other department or
agency of the Government designated by the President &s a defense

agency of the United Stetes; and each individual to whom the

application is disclosed shall sign a dated acknowledgment thereof,

which acknowledgment shall te entered in the file of the sppli-
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cetion. Tf, in the opinicn of the /[tomic Eneryy Commissicn,

the Secretary of Defense, or the chief cfficer of such other

department or agency so designsted, the publicaticn or disclosure

of such invention by the granting of a patent therefor would be
detrinentel to the naticnel security, the aAtouic Energy Con~
mission, the Secretary of Defense, or such other chier officer
shell notify the Conwissicner of Palente tc that effect, and the
Corrissioner of Patents, upcn tein; so notified, shall order that
such invention be kept secret and shall withhold the grant of a
patent therefor for such pericd or pericds s the naticnsl
interest requires and upon proper snowirg by Llhe head of any de-
partment or agency, who caused such secrecy order to be issued,
that the exeminatiun of the applicaticn might jeopardize the
national interest, then the Commissicner of Patents shall imre-
diately seal such application. The owner of a patent applicaticn
which has been placed under a secrecy order shall have a right to
appeal from such order to such agency and under such rules as may
be prescribed by the President. No invention shall be ordercd kept
secret and the grant of a patent wiibheld for a pericd of more
than one year: Provided, That the Commissioner of Patents shall
rencw any such order at the end thereof, or at the end of any
renewal period, for additional periocds of one year vpon notifice-
ticn by the head of the department c¢r the chief officer of the
agency vho caused the order to be issued that an effirmative de-

terinaticn has been made that the naticnal interest continues
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so to require, excepting, however, that any such order in
effect, or issued, during a time when the United States is
at war, shall be and remain in effect for the duration cf
hostilities and a period of one yesr following cessation of
hostilities unless sooner specifically rescindede. The Comw
missicner of Patents is authorized to rescind any order upon
notification by the heads of all depariments and the chief

officers of all agencies who caused the order to be issued
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that the publication or disclosure of the invention is no

S

longer deemed to be detrimenial to the national security.

SEC. 2. The invention disclosed in an application for

5 E

patent. subject to an order made pursuant to section 1 hereof
12 may be held abandoned upon its beiny established before or by
14  the Commissioner of Patents that in violation of said order
15 said invention has been publishad or disclosed or that an

16  application for a patent therefor has been filed in a foreign
17 country by the inventor, his successors, assigns, or legal

18 representatives, or anyone in privity with him or them, without
19 the consent or approval of the Commissioner of Patents, and
20 any such abandonment shall be held to have occurred as of the
21  time of such violation: Provided, That in no case shall the
22 consent or approval of the Commissioner of Patents be given
23  without the concurrence of the heads of all departments and
24  the chief officers of all agencies who caused the order to be

25 issued. Any such holding of abandonment shall constitute
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forfeiture by the applicant, his successors, assigns, or
legal representatives, or anyone in privity with him or them,
of all claims against the United States based upon such inven-
tion.

SEC. 3. Any applicant, his successors, assigns, or legal
representatives, whose patent is withheld as herein provided,
shall, if the order of the Commissioner of Patents above re~
ferred to shall have been faithfully obeyed, have the right,
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during a period beginning at the date the applicant is notified
that, except for such order, his application is otherwise in
condition for allowance, or beginning at the effective date of
this Act, whichever is later, and ending two years after the

date a patent is issued on such application, to apply for com-
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11
2
13
14

pensation for the damage accruing by reason of the order of
secrecy and/or for the use, if any, of the invention by the Govern-
ment, such right to compensation for use to begin from the date
of the first use of the invention by the Govermnment. The head
of any department or agency who caused the order to be issued
is auvthorized, if any such claim is presented within the periods
above specified, to enter into an agreement with said applicant,
his successors, assigns, or legal representatives, in full set-
tlement and compromise for such damage and/or use, if any, and
any such settlement agreement entered into shall be final and
conclusive for all purposes, notwithstanding any other provision
of law to the contrary. If full compromise and settlement of
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any such claim cannot be effected, the head of any departuent

or agency who caused the order to be issued, may, in his
discretion, administratively award and pay to such applicant,

his successors, assigns, or legal representatives, a sum not
exceeding 75 per centum of the maximum sum, if any, which in

the opinion of the head of such department or agency would consti-

tute fair and just compensation for such damage and/or use, if

any. Within two years after issuance of the patent, any
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claimant who fails to secure an award satisfactory to him shall
have the right to bring suit against the United States in the
Court of Claims for such amount which, when added to such award,

if any, shall constitute fair and just compensation for the
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damage and/or use, if any, of the invention by the Government.

K

The owner of any patent issued upon an application that was
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subject to a secrecy order issued pursuant to section 1 hereof,
and who faithfully obeyed the order, who did not apply for com~
pensation as above provided, shall have the right, within two
years after the date of issuance of such patent, to bring suit
in the Court of Claims for fair and just compensation for the
damage accruing to him by reason of the order of secrecy and/or
use by the Government ol the patented invention, such right to
compensation for use to begin at the first date of such use.

In any suit under the provisions of this section, and in any
negotiations concerning settlement and compromise of any'such

claim, the United States may avail itself of any and all defenses
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that may be pleaded by it in an action under title 28, United
States Code, section 1498, as amended. No compensation under
the Act shall be paid for use by the Government of an inven-
tion made while the inventor thereof was employed by the Govern-
ment.

SECe 4« No person shall file or cause or authorize to be
filed in any foreign country an application for patent or for
the registration of a utility model, industrial design, or model
in respect of any invention made in the United States prior to
ninety days after filing in the United States an application
covering such invention except when authorized in each case by
a license obtained from the Commissioner of Patents under such
rules and regulations as he shall prescribe: Provided, That no
such license shall be granted with respect to any invention
which is the subject matter of a subsisting order issued by the
Commissioner of Patents pursuant to section 1 hereof without
the concurrence of the heads of all departments or the chief
officers of all agencies who czused the order to be issued. Such
license may be granted retroactively in case of inzdvertence
except in the case of inventions falling within the categories
of invention prescribed under section 1 hereof.

The term tapplicstion! when used in this Act includes ap~-
plications, and any modifications, amendments, or supplements
thereto, or diwvisions thereof,

SEC. 5. Holwithstanding the provisions of sections 4886
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and 4887 of the Hevised Statutes (35 U.S.C. secs. 31 and 32),
any person, and the successors, assigns, or legal representa—
tives of any such person, shall be debarred from receiving a
United States patent for an invention if such person, or such
successors, assigns, or legal representative shall, without
procuring the authorization prescribed in section 4 hereof, have

made, or consented to or assisted another's making, apolication

in a foreign country for a patent or for the registration of a

utility model, industrial design, or model in respect of such
invention where authorization for such application is required

by the provisions of section 4 hereof, and any such United States
patent actually issued to any such person, his successors, assigns,
or legal representatives so debarred or becoming debarred shall

be invalid.

SEC. 6. Whoever, during the period or periods of time an
invention has been ordered to be kept secret and the grant of a
patont thereon withheld pursuant to section 1 hereof, shall, with
knowrledge of such order and without due authorization, willfully
publish or disclose or authorize or cause to be published or
disclosed such invention, or any material information with respect
thereto, or whoever, in violation of the provisions of section 4
hereof, shall file or cause or authorize to be filed in any
foreign country an application for patent or for the registration
of a utility model, industrial design, or model in respect of any

invention made in the United States, shall, upon conviction, be
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fined not more than 310,000 or imprisoned for not more than
two years, or both.

SEC. 7« The prohibitions and penalties of this Act shall
not apply to any officer or agent of the United States acting
within the scope of his authority, nor to any person acting
upon the written instructions of, or in reliance on the written
permission or advice of, any such officer or agent.

SEC. 8 The Atomic Eneryy Commission, the Secretary of
Defense, the chief officer of any other department or agency of
the Government designated by the President as a defense agency
of the Unitsd States, and the Commissioner of Patents, may
separately issue such rules and regulations as may be necessary
and proper to enable the respective department or agency to
carry out the provisions of this Act, and in addition are au-
thorized, under such rules and regulations as each may prescribe,
to delegate and provide for the redelegation within their re-
spective departments or agencies of any power or authority con-
ferred by this Act to such responsible officers, boards, agents,
or persons as each may designate or appoint,

SEC. 9« If any provision of this Act or of any sectlon hereof
or the application of such provision to any person or clrcumstance
shall be held invalid, the remainder of the Act and of such section
and application of such provision to persons or circumstances

other than those as to which it is held invalid shall not be
affected thereby.
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SEC. 10, The Acts of Congress approved October 6, 1917,
ch. 95, 40 Stat. 3943 July 1, 1940, ch, 501, 54 Stat. 710;
August 21, 1941, che. 393, 55 Stat. 657; and June 16, 1942,
ch. 415, 56 Stat. 370 (United States Code, title 35, sections
42 and 42a to 42f) are repealed, but such repeal shall not
affect any rights or liabilities existing on the date of this
Act. Any order of secrecy heretofore issued under said repealed
Acts, and subsisting on the date of thé approval of this Act,
sh&ll be considered as an order issued pursuant to thls Act and
shall continue in force and effect for a period of one year from
the effective date of this Act unless sooner rescinded as pro-
vided herein. Any claim arising under said repealed Acts and
unsettled as of the effective date of this Act, the provisions
of any other Act or Acts to the contrary notwithstanding, may be
presented and determined pursuant to the provisions of section 3
hereof.

SEC. 11, Nothing in this Act shall be consirued to alter,
amend, revoke, repeal, or otherwise affect the provisions of the
Atomic Bnergy Act of 1946 (60 Stat. 753), as amendeds
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TIONAL AN.

jon ] provides that the Conmisgioner of Patents may oxder
that osrtain inventions within categorles prescribed by the Presi-
dent be kept secret, regardless of whether the Government has
property interest therein, whenever publication or disclosure there-
of might be detrimental to the nationsl security. The Atomic Energy
Commission, the Secretary of Defemse, and such other chief officers
of other departments or agsncies when designated by the President,
may initiate action for secrecy when the Govermment has a property
interest, or may inspect applications for patsnts on inventions in
vwhich the Govermment has no property interest when referrsd by the
Commissioner of Patents and determine whether secrecy is necessary.
‘The period of secrecy would be one year or for the duration of
hostilities and for one ysar following csssation of hostilities durw
ing a time the United States is at war, but the ome y‘ar period may
be remewsd by the Commissiocner of Patents, or the secrecy classifica=
tion canoslled upon notification thal secrecy is no longer nsces-
::g.y. The President would prescribe regulations for appeal of secret

T .
~

gection 2 provides that publication, disclosure, or filing an
application for patent in a foreign country aftter an application for
patent has been subjected to a secrecy order and without consent of
the Commlssioner may constitute abandomment of the invention at the
tiws of such violation. Such abandomment shall alse constitute for-
feiture of all claims against the United States based upon such
invention.

Section 3 provides for compensation for damages acorulng by
reason of the sscrecy order or for government use and prescribes a
two year statute of limitation. Avthorizes head of any department
who caused secrecy order to be 1ssued to make full settlement for
such damage or use, or settlement in an audit not exceeding 75% of
the maximum sums which such department head considers a fair and Just
compensation, Owner may, in sbsence of satisfactory award, bring
suit in Court of Claims, in which cass United States may avail itself
of all defenses provided in 28 U.S.C. 1498, as amendad., No compen.
sation shall be paid for govermment use of an invention made by an
inventor employed by the Gowermment.

gection 4 provides that no person shall file an application in
a foreign country for a patent or for the registration of a utility
.model, or industrial design, prior to ninety days after filing in the
United States unlsss authorized In each case by a license issued by
the Commissioner of Patents.

Section 5 provides that failure to ablds by requirement of see~
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tion 4 shall sexrve to debar persons from receliving United States
patent,

Section 6 provides penalties for violation for willful publicaw
tion or disclosure of any material information on matter covered
by secrecy order.

Section 7 excepis officers or agents of the United States, when
acting within the scope of their authority, from prochibitions and
penaltiss prescribed, and similarly sxempts persons acting upon
thelr written instruction or in reliance on their written pemission
or advice,

Section 8 authorizes issuance of ssparate regulations to enable
the respective departments or egencies to carry out the provisions
of the bill,

Section 9 provides for continuance of the Act should any part
thersof be held invalid,

. Section 10 repeals present laws bul seves secrecy orders issued
prior to enactment and claims unsettled under Act amended.

Section 11 provides that Atomic Energy Act of 1946, as amended,
will not be affected by these provisions,
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