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Introduced: 1/18/83
Referred: State Affairs

BY THE RULLS COMMITTEE BY
REQUEST OF THE LEGISLATIVE
COUNCIL (for the Blue
Ribbon Commission on the
IN THENSENATE State Personnel Act)
n SENATE BILL NO. 57 (S& Itf5 J
° ) IN THE LEGISLATURE OF THE STATE OF ALASKA Y
THIRTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act limiting the adjustment of retirement bene
fits; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 14.25.173 is amended by adding a new subsection to
read:
(b) An adjustment that requires repayment of benefits may not be
made under this section if
(1) the incorrect benefit was first paid twr years or more
before the member or teacher or beneficiary was notified of the change
or error; and
(2) the change o¢*error was not caused by the member or
teacher or beneficiary.
* Sec. 2. AS 39.35.520 is amended by adding a new subsection to read:
(b) An adjustment that requires repayment of benefits may not be
made under this section if
(1) the incorrect benefit was first paid two years or more
before the employee or beneficiary wasnotified of the change or
error;
(2) the change orerror was not caused by the employee or
beneficiary; and
(3) the change orerror relates to the employee"s credited
service with the state and does not relate tocredited service with

another participating employer.

*  Sec. 3. This  Act i,, retroactive to July 1, 1979.
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2 * Sec. 4. This Act takes effect immediately in accordance with AS 01.-

3 10.070(c).



ALASKA STATE LEGISLATURE

SENATE STATE AFFAIRS COMMITTEE POUCH V, JUNEAU 99811
SEN'ATOR VIC FISCHER, CHAIRMAN (o07) 46644

Sectional Analysis CSSB57 State Affairs

April 18, 1983
Prepared by: Suzanne Tryck,
Senate State Affairs Committee

Section 1: Adds a two year statute of limitations for the state to
collect overpayment of retirement benefits to TRS.

Section 2: makes the same provisions for PERS. Paragraph (3)
states that other participating employers are not
responsible for the payments due to the recipient
because of errors made by the state.

Section 3: provides an immediate effective date.

CSSB 57 State Affairs does not contain the retroactive clause
included in the original bill as there are no longer any outstanding
cases where the state is trying to collect overpayment from

recipients under TRS and PERS.

The other changes are minor, technical alterations.
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FOUCH CR
JUNEAU, ALASKA 99811

Public Employees' Retln System.

Teachers' Retirement Sysu
Judicial Retirement System

Electee Public Ollicers Retirement System

If Nstionsl Guard Relfremant System
Terntorisl Retirement System

Retirees' Volunlsry Dental-Visiun-Audlo Ptsn

DEPARTMENT OF ADMINISTRATION Supplemeni! Benefts System

Group Health/Life Insursnce Benefits

DIVISION OF RETIREMENT & BENEFITS Deferred Compensation Plan
Public Employer* Social Security Contributions

Bill Sheffield, Governor

(907) 465-4460

February 16, 1983

The Honorable Vic Fischer
Alaska State Legislature
Pouch V

Juneau, AK 99811

Dear Senator Fischer:

At the Febru "y 8 meeting of the Senate State Affairs Committee on SB 57,
I was asked to provide information on appeals for a waiver of adjustment
in the Public Employees™ Retirement System (PERS) and the Teachers”
Retirement System (TRS) over the last few years. The enclosed chart gives
basic information on the seven appeals for waiver of overpayment that have
come before the boards since July 1, 1979.

As you can see, more than two years had elapsed in every case before the
error was discovered and in every case except one the board waived the
adjustment of the overpayment. None of these errors occurred after 1976.

I have also been asked to prepare a draft committee substitute which would
address the division®s main cgncerns and still preserve the primary intent
of SB 57. I have enclosed such a draft but suggest that the committee
might wish to delay action briefly to provide members of the two
retirement boards an opportunity to comment.

Please let me \now if you have an .further questions or would like more
information.

Director

JKH/jb
Enclosures

cc: Eleanor Andrews
Deputy Commissioner for
Personnel Management

Members of Senate State Affairs Committee

PERS and TRS board members
NOTE: Please Include Your Social Security Number in All Correspondence & Requests



APPELLANT

Katharina Riech

Ella Vaughn

Julie Isaac

Woodrow, Brown

Dean Bronson

Leo Likit

Evelyn Nowell

SYSTEM

TRS

TRS

PERS

PERS

PERS

PERS

PERS

TRS and PERS Beard Appeals for a Waiver of Adjustment
of an Overpayment Since July 1,

MEETING

Fall, 1979

Fall, 1979 =

Spring, 1980

Spring, 1981

Fall, 1981

Fail, 1981

Fall, 1982

ERROR
MADE

1971

1970

1976

1971

1974

1974

1976

ERROR
DISCOVERED

1978

1979

1979

1980

1981

1981

1981

1979

AMOUNT OF
OVERPAYMENT

$14,233

$ 3,535

$ 5,055

$ 6,242

$ 2,517

$ 6,903

$ 2,889

Request
Adj. of
Adj. of
Service
Adj. of
Adj. of

Adj. of

Adj. of

BOARD"
ACTION

Denied

Overpayment Waived

Overpayment and

Credit Waived

Overpayment Waived

Overpayment Waived

Overpayment Waived

Overpayment Waived
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Introduced: 1/18/83
Referred: State Affairs and
Judiciary

BY THE RULES COMMITTEE BY
REQUEST OF THE LEGISLATIVE
COUNCIL (for the Blue
Ribbon Commission on the
IN THE SENATE State Personnel Ac*-)
SENATE BILL NO. 59
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to government interests in intel7.ec-
tual work products developed at the expense of the
state."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 39 is amended by adding a new chapter to read:
CHAPTER 52. INTELLECTUAL PROPERTY DEVELOPED
AT THE EXPENSE OF THE STATE.

Sec. 39.52.010. RIGHT TO INTELLECTUAL WORK PRODUCT. (&) Except
as provided in AS 79.52.040 and AS 14.40.345, all right, title, and
interest in and to an intellectual work product of any Kkind that is
subject to the trademark, copyright, or patent laws of
States or this state or any foreign country that 1is developed® by a
public officer or employee or a person under contractyith- the- state
is the property of t® state if developed

(1) during working hours;

(2) with the contribution of the state beyond what 1is
available to the public in general in the form of facilitiesr equip-
ment, materiafs, money, or information, or of time or services of
another public officer or employee in the course of state employment
or another person under contract with the state; or

(2/ in connection with the official duties of the public
officer or employee or the person under contract,” including but not
limited to circumstances in which the public officer or employee or

the person is employed or assigned to

-1- SB 59



(A) produce or improve an intellectual work product;

(B) conduct or perform research, development work., or
both;

(C) supervise, direct, coordinate, or review state
financed or conducted research,, development work, or both; or

(D) act in a liaison capacity among governmental or
nongovernmental agencies or individuals engaged in such work.

(b) If a public officer or employee or a person under contract
with the state develops an intellectual work product that is the
property of the state, the developer is obligated to

(1) fully and promptly disclose the intellectual work
product to the Alaska Council on Science and Technology (AS 44.21.-
241);
(2) assign to the st
est in and to the intellectual v
signing of a general waiver upon commencement of employment in accor—
dance with AS 39.05.160 or as part of a contract for services; and
(©)) upon request by the council, execute and reasonably
assist in the prosecution of an application for a trademark, copy-
right, or patent.

©) IT the state has a right to an intellectual work product
under (a) of this section but the council decides that it is 1nadvis—
able to prosecute gn application for trademark copyright, or patent,
the council, on behalf of the state, may, after consultation with
affected state agencies,

(1) waive all right, title, and interest 1in and to the
intellectual .work product; or
(2) waive all right, title, and interest in and to a trade-

mark, copyright, or patent but reserve a nonexclusive, irrevocable,



T-ovaltv-free license in the intellectual work product with power to
grant licenses for all”governmental purposes.

Sec. 39.52.020. COUNCIL AUTHORIZED TO GRANT MONETARYnRSESQQLIION,t “q
FOR CREATION OF INTELLECTUAL WORK PRODUCT. (&) The counc.iL.ls Wtho- *****
rized to give moneta.fxrecognition to a public officer or employee who
develops an intellectual work product that 1is the property of the
state and who discharges the irrigations set out in AS 39.1s2.010.

(b) The council shall determine the guidelines, terms, and
conditions, as well as amount, source, distribution, and manner of
payments under (a) of this section. The council rhall consider the
actual or potential value of the intellectual Wor57grgguctjin terms of

-eKi yAQ @ Afc AA™C
revenue or reduced operating costs to the state. ?

. Sec. 39.52.030. ARBITRATION OF DISAGREEMENTS. (a)ci Disagree—
ments between a public officer or employee or a person under contract
with the state and the council pertaining to ownership of an intellec—
(gual work product or obligations of the respective parties shall be
/ disposed of by
(1) voluntary arbitration of all relevant 1issues, 1if the
disagreeing parties agree to be bound by the decision upon arbitra—
tion;
(2) compulsory arbitration if that is provided for 1in any
applicable contract between the disagreeing parties; or
(3 recourse to the court if arbitration cannot be resorted
to.
() The council is authorized to make contracts for compulsory
arbitration on behalf of the stale.
(c) If arbitration is used to settle disagreements, the provi-

sions”ch (Uniform A bitration Act) shall govern.

roc. 39.52.040. EXCEPTIONS. The provisions of this chapter do

(d) IJmunuFfr c < 5 ,J f c¢c A t f s * 59
1 woztu. n tf- ete& cXu* g b
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24
25
26
27
28
29

not apply to a public officer or employee associated with or a person
under contract with the University of Alaska. Those persons shall be
governed by the provisions of AS 14.40.345. The provisions of this
chapter do not apply to a member of the legislature.

Sec. 39.52.050. ADOPTION OF RULES. The council may adopt rules
implementing the provisions of this chapter 1in accordance with the
Administrative Proce?u&ﬁ1Aﬁﬁm£@S 44.62).

Sec. 39.52.099. DEFINITIONS. As used in this chapter, unless
the context otherwise requires,

(1) "council” means the Alaska Council on Science and Tech-
nology established in AS 44.21.241;
(2) "intellectual work product™ means any product of the
mind including but not limited to the following:
(A) discovery, invention, or 1idea;
(B) process, system, or method;
(©) machine, manufacture, or product;
(D) composition of matter;
(E) design or composition in letters, art, or graph-
ics;
@) literary, dramatic, musical, educational, or
artistic worl:;

(G) certification mark, trademark, patent, or copy-

* Sec. 2. AS 14.40 is amended by adding a new section to read:

Sec. 14.40.345. INTELLECTUAL PROPERTY DEVELOPED AT THE EXPENSE
OF THE UNIVERSITY. All right, title, and interest ir. and to an intel-
lectual work product developed by a public officer or employee asso-
ciated with or a person under contract with the University of Alaska

is the property of the university in accordance with a general policy

SB 59 _a-



established by the university. The policy adopted by the University
of Alaska may provide for ownership, control, management, and disposal
of intellectual work products by an independent foundation created for
the purpose of obtaining intellectual work products, receiving gifts,”
administering or disposing of interests in intellectual work products,
and promoting research.

Sec. 3. AS 39r05 is amended by adding a new section, to read:

ARTICLE 5. WAIVER OF RIGHT TO INTELLECTUAL PROPERTY.

Sec. 39.05.160. WAIVER OF RIGHT TO INTELLECTUAL PROPERTY. (@)
A public officer or employee of the state, before engaging 1in the
duties of the office or employment, shall sign a waiver of all right,
title, and interest in and to an intellectual work product that may be
developed by the officer or employee at the expense of the state as
set out in AS 39.52.

(b) Notwithstanding the requirement in (a) of this section, the
state, in accordance with AS 39.52.020, may share a portion of the
resulting revenue with or grant a cash award for resulting reductions
in operating costs to a public officer or employee who develops an
intellectual work product at the expense of the state.

(c) A puf iic officer or employee may be required to sign, before
engaging i»k the duties of the office or employment, an acknowledgement
that the public officer or employee will not receive a share of the
revenue or reduction in operating costs attributable to an intellec—
tual work product developed as a duty of the office or employment.

(d) The waiver under (a) of this section and the acknowledgement
under (c) of this section are not considered terms and conditions of
employment that are subject to negotiation for purposes of collective
bargaining under the Public Employment Relations Act (AS 23.A0).

Sec. AL AS AA.21.242(b) 1is amended by adding new paragraphs to read:
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(9) consistent with the provisions of AS 39.52, retain,
assign, license, transfer, sell, or otherwise dispose of, in wholei or
in part and upon terms that t#x* council may direct, any and all rights
to, interests in, or income from intellectual wcrk product# acquired
by the council under AS 39.52;

(10) adopt rules implementing the provisions of AS 39.52.

* Sec. 5. AS 37.12.G70(9) and AS 46.12.110(10) are repealed.

SB 59 -6-



STATE OF ALASKA
PRELIMINARY STATEMENT OF FISCAL IMPACT

Bill Mo: SB 57 Date on Bill: i—ip—pﬁ
Title: An Act Limitina the Adjustment of Retirement Benefits

Sponsor: Rules Committee

Requestor:

].. Estimated fiscal 1impacts on:

a. Expenditures:

(Thousands of Dollars! =
FY 83 FY 84 FY 85 FY 85
Caditali
CDerati no
Total i -0- -0- -0-
b. Revenues:
}Revenue

2. Source of funds to offset fiscal impact of bill:

3. Assumptions:

Undoubtedly there will be some costs to the retirement systems, but they cannot
be measured. In most instances the individual adjustment would be small.

4. Disclaimer:
This statement has not been reviewed by the OMB in the Office of the Governor

Preoared By: TTTK. Humphreys. Lfirectr/r Phone:

m465°1460.
Division: Retirement ft Benefits Date:

.2/24/83,

Aporoved by Commissioner:

Date:
Department:

X -1
5. Distribution:
Original to Legislative Finance
Copy to OMB
Copy to Sponsor

Copy to Requestor 217/83



STATE OF ALASKA

FISCAL NOTE Revision Date 4/19 , 1983 ~j
l. REQUEST I1.  FISCAL DETAIL
Bill/Rg™olut;ion..Ng>: ,SD , Agency Affected: Dept, of Administration
T 1 t 1 e afl Program Category Affected:General Government
Sponsor: Rulps hv rpnupst nf thP ippici®tivp ilRU, Program of Subprogram(s) Affected:
Requestor: Council for the Blue Ribbon Commission. ... AK Council on Science & Technology

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 83 FY 84 77 W FY 86 1 FY 87 "FY 88
OPERATING
100 PERSONAL SERVICES
2C0 TRAVEL
300 CONTRACTUAL 50.0 50.0 50.0 50.0 50.0
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC

tuTAL OPERATING 50.0 50.0 60.0 50.0 50.0
TITOT
mRIVENUT
FUNDING:  (Thousands of Dollars)
geneé&al Fund 50.0 50.0 50.0 50.0 50.0

FEDERAL FUNDS
OTHER (Specify Source)

POSITIONS:
*TuictTo L.
PART-TIME
TEMPORARY I
L o...... 1
I11. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:
IV. ANALYSIS: Alftacm a separates page(\for Aany Analysis
m\
Prepared By:~ Wdfoferftaph” Noah. Executive Director Phone: 465-351L
Division: Alaska Council on Science and lechnology Date: April 19, 1983
o _
Approved by Commissioner: Coimdssioner T.isn RnlVi Date: April 19, 1983
Department: Department of Administratiion ~

Distribution:
Original to Legislative Finance
Copy to Office of Management and Budget (for Legislature introduced bills)
Copy to Department (for Governor introduced bills)

Copy to Sponsor
rn«u “w(sef rHf-Pov*on+ from ~nnncnrl 3/R/P"5



JVedea Agislates

BLUE RIBBON COMMISSION ON THE Pouch YG
STATE PERSONNEL ACT Mail Stop 3123
Juneau, Alaska 99811
*JUNEAii. ALASKA Senator Bill Ray, Chairman (907) 465-4442
MEMORANDUM January 25, 1983
T0: Senate State Affairs Committee
FROM: Teresa B. Cramer

Administrative Assistant

SUBJECT: Senate Bill 57 - Limiting the Adjustment of Retirement Benefits

On several occasions the Blue Ribbon Commission has heard
testimony about problems created by overpayments of retirement benefits.
Retired state employees may have substantial difficulties if they are
required to repay retirement benefits improperly received because of
errors made by the Division of Retirement and Benefits or because of a
change in law. he commission is proposing legislation to limit the .
authority of the division to collect amounts paid improperly through no
fault of the beneficiary or retirul person if the error is not corrected
within two years.

One woman testified to the commission t at before she retired
she asked the division to verify her years of credited service. Several
years later a court-ordered change in retirement regulations reduced the
number of years for which she received credit. Her employment with the
University of Alaska could no longer be counted as credited service in
PERS. As a result she had received more than $5000 in benefits to which
she was not entitled. The division reduced her benefit to jhe correct
amount and began withholding an additional $100 par month to be applied
to the overpays "nt. She appealed to the Public Employees Retirement
Board asking that collection of the overpayment be waived.

Both the Public Employees® Retirement Board and the Teachers”
Retirement Board have authority to waive collection of overpayments, but
the uncertainty of an appeal can cause considerable stress to people on
fixed incomes. Both boards are required to determine whether there
would be undue hardship imposed by requiring repayment. AS 14.25.175
and AS 39.35.522. In establishing whether there is financial hardship,
the entire family financial situation 1is considered®”, not just the resources
of the petitioner.



Senate State Affairs Committee
January 25, 1903
Page Two

The commission recommends that a two-year statute of limitations
be placed or. the collection of overpayments which resulted from errors
which were not caused by the retired state employee. Two years provides
ample opportunity for the division to audit its records and correct any
errors. After that period, a retired person should not be required to
repay benefits erroneously received if he or she did not cause the
error. The division would still correct the amount of future benefits
paid to the retired person.

Bill Analysis

Page 1 The first section of the proposed legislation adds the
Line j two-year statute of limitations to the Teachers®™ Retire—
ment System,

Line 18 The second section adds the same provision to the Public
Employees®™ Retirement System. The amendment to PERS is
applied only to state employees because the Blue Ribbon
Commission considered that requiring other participating

employers to pay for errors made by the state was inappro—
priate.

Line 29 The third section makes the bill effective retroactively
to July 1, 1979, in order to apply to those individuals
whose situations came to the commission®s attention.

Page 2 The fourth section of the bill contains an immediate
Line 2 effective date clause.



Members Present:

SCR 3

HCR 5

NCR 6

SB 55

SB 83

Terry Cramer

SENATE STATE AFFAIRS
STANDING COMMITTEE
February 8, 1983
3:00 p.m.

Senator Victor Fischer, Chair
Senator Bill Ray

Senator Arliss Sturgulewski
Senator Pat Rodey

Senator Tim Kelly

COMMITTEE CALENDAR
Amended Title: Extending the life of the
Blue Ribbon Commission on the state

personnel act.

Relating to the seventeenth annual boys®
state at camp carrol.

Relating to the fifteenth annual girls®
state at the Sitka Public Safety Academy.

An act relating to collective bargaining;
and providing for an effective date.

An act relating to court leave for
nonpermanent and temporary employees of the
state.

WITNESS REGISTER

Blue Ribbon Commission on Personnel

Pouch YG
Juneau, Alaska
465-4442

Position Statement:

Cherie Shelley
APEA

Spoke in reference to SB 55, SB 57, and SB
83.

340 N. Franklin Street

Juneau, AK 99801

586-2334



Testified on SB 55, SB 57, SB 83, and SCR 3

Ken Humphreys, Director,

Division of Retirement Benefits

Department of Administration, Pouch CR

Juneau, AK 99811

465-2200

Position Statement: Answered questions on SB 57

Eleanor Andrews

Department of Administration

Pouch C

Juneau, AK 99811

465-2200

Position Statement: Testified in regards to SB 55

John Rubini

Department of Law

Pouch K

Juneau, AK 99811

465-3600

Position Statement: Testified on SB nb5

ACTION NARRATIVE

Recording

Number 802 Senator V. Fischer: This bill was before
the committee last year. Passed to finance
where it died.

Number 812 Terry Cramer of the Blue Ribbon Commission:
This bill addresses overpayments to retired
employees. We now have the option to waive
collection. But going through a hearing can
be stressful for retirees. This bill allows
the state only 2 years to make corrections
and collect arrearages. The bill also
applies to municipalities covered under
PERA.

Number 849 Senator Ray: Relates a real life story of
someone who was traumatized by the state
collecting on a benefit error.

Number 866 Senator Sturgulewski: Are there other
cases? (End of Side 1. Turn tape over)

Number 001 Senator Ray: Don"t know of other cases
recently. (Senator Ray excuses himself for a
dentist"s appointment)

Number 068 Senator Kelly: Wants to amend the bill by
adding language which would deny excess

-2-



Number

Number

Number

Number

Number

Number

Number

Number

Number

086

158

168

176

331

350

400

416

433

benefits even after 2 years 1if person had
knowledge of overpayment.

Cherie Shelley of APEA: Testifies strongly
in favor of bill. Retirees often have no
representation. Hearings are ordeals for
old folks. Doesn"t recommend intent
language.

Senator Rodey: [Intent is hard to prove.
Have to have involved administrative
hearings.

Rapid discussion on several related topics.

Ken Humphries, Director of the Division of
Retirement Benefits: The Department cf
Administration has not yet formulated a
position on this issue. Not sure he
understands the retroactive provisions. The
bill doesn"t have a great fiscal impact.

Bill doesn"t provice any kind of oversight.
Most, if not all, old overpayments have been
waived. Necessary to show extreme hardship
which is easy to prove in most rases. He
prefers the board to make individual
decisions based on the circumstances.

Senator Sturgulewski: Is the existing
mechanism adequate:

Ken Humphreys: Answer: Existing mechanism
is adequate.

Senator Sturgulewski: What is the magnitude
of the problem?

Ken Humphries: Can provide data on number
of overpayment cases and disposition.

Senator V. Fischer: Will hold the bill
over.



ALASKA STATE LEGISLATURE

SENATE STATE AFFAIRS COMMITTEE POUCH V, JUNEAU 99811
SENATOR VIC FISCHER, CHAIRMAN (07) 1644

Sectional Analysis CSSB57 State Affairs

April 18, 1983
Prepared by: Suzanne Tryck,
Senate State Affairs Committee

Section 1: Adds a two year statute of limitations for the state to
collect overpayment of retirement benefits to TRS.

Section 2: makes the same provisions for PERS. Paragraph (3)
states that other participating employers are not
responsible for the payments due to the recipient
because rf errors made by the state.

Section 3. provides an immediate effective date.

CSSB 57 State Affairs does not contain the retroactive clause
included in the original bii! as there are no longer any outstanding
cases where the state is trying to collect overpayment from

recipients under TRS and PERS.

The other changes are minor, technical alterations.
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100
200
300
400
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600
>00
700

REQUEST
Bill/Resolution No. Work Draft Paper 13-0034 Asper 9-1

Title An Act Limiting the Adjustment of Retirement Benefits
Requested by

FISCAL DETAIL

Agency Affected Administration - Division of Retirement ft Benefits
Program Category Affected laborServices
BRU, Program, or Subprogram(s) Affected fPFRSI

(Note: |If more than one budget component is affected, separate line-item amounts and
funding for each component in the analysis section.)
EXPENDITURES (Thousands of Dollars)

PERSONAL. SERVICES
RETIREMENT BENEFITS
TRAVEL

CONTRACTUAL
COMMODITIES
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS, ETC
STATE TRS MATCHING
TOTAL

FUNDING (Thousands of Dollars)

GENERAL FUND
Federal funds

VETERAN*S FUND

HIGHWAY FUND
AIRPort Fund
CAPITAL FUND

POSITIONS

TEMPORARY

ANALYSIS (See Fiscal Note Preparation Instructions, Section I1I)

Undoubtedly there will be some costs to the retirement system but they cannot

be measured. In most instances the individual adjustment would be small.
PREPARED BY" K. Humphreys, Director
AGENCY Division of Retirement & Benefits
Original: Legislative Finance PHONE 465-4460

Ccc:

Budget and Management
Prime Sponsor (First Legislator Named)
Office of the Governor (Keith Specking)

DRAFT
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BLUE RIBBON COMMISSION ON THE Pouch YG
STATE PERSONNEL ACT Mail Stop 3123
Juneau, Alaska 99811
JUNEAU, ALASKA Senator Bill Ray, Chairman (907) 465-4442
MEMORANDUM January 25, 1983
T0: Senate State: Affairs Committee
FROM: Teresa B. Cramer

Administrative Assistant

SUBJECT: Senate 3ill 57 - Limiting the Adjustment of Retirement Benefits

On several occasions he Blue Ribbon commission has heard
testimony about problems created by overpayments of retirement benefits.
Retired state employees may have substantial difficulties if they are
required to repay retirement benefits improperly received because of
errors made by the Division of Retirement and Benefits or because of a
change in law. The commission is proposing legislation to limit the .
authority of the division to collect amounts paid improperly through no
fault of the beneficiary or retired person if the error is not corrected
within two years.

One woman testified to the commission that before she retired
she asked the division to verify her years of credited service. Several
years later a court-cirdered change in retirement regulations reduced the
number of years for which she received credit. Her employment with the
University of Alaska could no longer be counted as credited service in
PERS. As a result she had received more than $5000 in benefits to which
she was not entitled. The division reduced her benefit to the correct
amount and began withholding an additional $100 per month to be applied
to the overpayment. She appealed to the Public Employees Retirement
Board asking that collection of the overpayment be waived.

Both the Public Employees®™ Retirement Board and the Teachers”
Retirement Board have authority to waive collection of overpayments, but
the uncertainty of an appeal can cause considerable stress to people on
fixed incomes. Both boards are required to determine whether there
would be undue hardship imposed by requiring repayment. AS 14.25.175
and AS 39.35.522. In establishing whether there is financial hardship,
the entire family financial situation is considered®, not just the resources
of the petitioner.



Senate State Affairs Committee
January 25, 1983
Page Two

The commission recommends that a two-year statute of limitations
be placed on the collection of overpayments which resulted from errors
which were not caused by the retired state employee. Two years provides
ample opportunity for the. division to audit its records and correct any
errors. After that period, a retired person should not be required to
repay benefits erroneously received if he or she did not cause the
error. The division would still correct the amount of future benefits
paid to the retired person,,

Bill Analysis

Page 1 The first section of the p.noosed legislation adds the
Line 9 two-year statute of limitations to the Teachers®™ Retire—
ment System.

Line 18 The second section adds me same provision to the Public
Employees® Retirement System. The amendment to PERS is
applied only to state employees because the Blue Ribbon
Commission considered that requiring other participating
employer®™ to pay for errors made by the state was inappro—
priate.

Line 29 The third section makes the bill effective retroactively
to July 1, 1979, in order to apply to those individuals
whose situations came to the commission®s attention.

Page 2 The fourth section of the bill contains an immediate
Line 2 effective date clause.
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Senate Bill 1% Limiting the Adjustment of Retirement

Benefits,

purpose

This bill remedies a problem which the commission was advised
of in testimony from a retired state employee. When the employee retired
in 1976, she had been advised on four separate occasions by the staff of
the Division of Retirement and Benefits that she was eligible for mere
than nine years of credited service with the state. Shortly after she
retired ";he legislature amended the retirement laws and she was told
that she would receive credit for an additional three years because of
her military service. She began receiving retirement benefits on that
basis.

In 1979 the division wrote to advise her that their original
computations had been in error and that her years of employment with the
University of Alaska could not be included in her credited service.
Therefore., she had received over $5000 in benefits which she would have
to repay. They reduced the amount of her check by $100 to be credited
towards that overpayment, in addition to reducing tht check to the
amount she was actually entitled to receive.. The basis for denying
credit for the employee"s period of service with the University of

"Alaska was a regulation adopted by the Division of Retirement and
Benefits 1in 1978 - two years after she had retired.
The"employee appealed to the Public Employee Retirement Board,

which can waive collection of overpayments in cases of hardship. In



determining whether there would be hardship to the employee, the
board considered her family®"s financial situation and found that she
was not entitled to the waiver.
Commission members discovere: that this was not an isolated
instance. A number of retired state employees have undergone
similar experiences.” They relied on assurances from the division
of retirement and benefits only to discover a considerable time later
that errors had been marie and that their benefits would be reduced.
The commission recommends that a two-year statute of
limitations be placed on the collectior. of overpayments. Two years
gives the Division of Retirement and Benefits ample time to audit
its records and find and correct any er-ors made. After that period
of time, a retired person should be freed from the burden of having
to pay back the state for mistakes cf t"5 state"s employees. This
protection should be available only in cases where the retired
person did not contribute to causing the error. It should not
apply to persons working for employers ether than the state, since
those employers may not be in a financial position to absorb the

cost of errors made by state employees.

SECTION BY SECTION ANALYSIS
Section 1. AS 14.25.173 1is amended by adding a new subsection to read:

(b) An adjustment which requires repayment of benefits may not be
made under this section if

€D the incorrect benefit was first paid two years or more
before the member or teacher or beneficiary wes notified of the change



or error; and

(2) the change or error was not caused by the member or
teacher or beneficiary.

Comment

This section amends the Teachers Retirement System
by prohibiting the Division of Retirement and Benefits
from decreasing enefits in order to collect for a
previous overpayment if two conditions are met. The
first condition if. that the overpayment began two years
or more before the division told the retired teacher of

the error. The second condition is that the teacher

did not cause the error.

Sec. 2. AS 39.35.520 is amended by adding a new subsection to read:

(b) Ari adjustment which requires repayment of benefits may not be
made under this section if

(1) the incorrect benefit was first paid two years or more
before the employee or bene, iciary was notified of the change or error;

(2) the change or error was not caused by the employee or
beneficiary; and

(3) the change or error relates to the employee®s credited
service with the state and not with another participating employer.

Comment

This section amends the Public Employee Retirement
System in the same way that section 1 anends the TRS. How—
ever, in this section there is an additional condition. The

error in computation must relate to the employee®s credited



service with the state, and not with another participating

employer.

Sec. 3. This Act is retroactive to July 1, 1979.
Sec. 4. This Act takes effect immediately in accordance with AS 01.10.

070(c).

Comment

Section 3 makes the Act retroactive in order to
include the retired person who testified before the
commission. Section A provides that the Act takes

effect immediately in order to address the hardship to

retired state employees.

-44-



02B4LH

X /"ctp n crp

&
DEPARTMENT OF ADMINISTRATION

DIVISION OF RETIREMENT & BENEFITS
POUCH CR
JUNEAU, ALASKA 99811

The Honorable Vic Fischer
Alaska State Legislature
Pouch V

Juneau, AK 99811

Dear Senator Fischer:

Public Employees' Retirement System
Teschers' Retiremiint System
Judicial Retirement System
Elected Public OKicurs Retirement System
National Guard Retlnnment System
Territorial Retirement System
Retirees' Voluntary Denlal Vision Audio Plan
Suppler, enlal Benefits System
Group H'.allh/LIfe Insurance Benefits
Ocler/ed Compensation Clan
Public Employers Social Security Contributions

Bill Sheffield, Governor

(907) 465-4460

February 16, 1983

At the February 8 meeting of the Senate State Affairs Committee on SB 57,
I was asked to provide information on appeals for a waiver of adjustment
in the Public Employees®™ Retirement System (PERS) and the Teachers®
Retirement System (TRS) over the last few years. The enclosed chart gives
basic information on the seven «,oeals for waiver of overpayment that have
come before the boards since July , 1979.

As you can see, more than two years had elapsed in every case before the
error was discovered and in every case except one the board waived the
adjustment of the overpayment. None of these errors occurred after 1976.

I have also been asked to prepare a draft committee substitute which would
address the division®"s main concerns and still preserve the primary intent
of SB 57. I have enclosed such a draft but suggest that the committee
might wish to delay action briefly to provide members of the two
retirement boards an opportunity to comment.

Please let me know if you have an further questions or would like more
information.

Sincerely,

J.K. Humphreys
Director

JKH/jb
Enclosures

cc: Eleanor Andrews
Deputy Commissioner for
Per- _.."I Management

Members of Senate State Affairs Committee

PERS and TRS board members
NOTE: Plane Include You; Social Securlly Number In A<Correepondence & Requesla



APPELLANT

Kath"arina Riech

Ella Vaughn

Julie Isaac

Woodrow, Brown

Dean Bronson

Leo Likit

Evelyn Nowell

-

SYSTEM

TRS

TRS

PERS

PERS

PERS

PERS

PERS

TRS and PERS Board Appeals for a Waiver of Adjustment

of an Overpayment Since July 1, 7~9/5

MEETING

Fall, 1979

Fall, 1979

Spring, 1980

Spring, 1981

Fall, 1981
Fall, 1981
Fall, 1982

ERROR
MADE

1971

1970

1976

1971

1974

1974

1976

ERROR
DISCOVERED

1978

1979

1979

1980

1981

1981

1981

AMOUNT OF
OVERPAYMENT

$14,233

$ 3,535

$ 5,055

$ 6,242

$ 2,517

$ 6,903

$ 2,889

Request

Adj. of

Adj. of

Service

Adj. of

Adj. of

Aaj. of

Adj. of

BOARD
ACTION

Denied

Overpayment Waived

Overpayment and

Credit Waived

Overpayment Waived

Overpayment Waived

Overpayment Waived

Overpayment Waived

«



<5 39.35.510 Public Officers and Employees & 39.35.522

Sec, 39.35.510. Voluntary waiver ofbenefits. Aretired employee
may, in writing, request the ‘administrator to suspend, for any period
oftime, payment of all or part of the benefits to which he is éntitled.
The administrator shall grant the request and may not require the
retired employee to disclose his reason for desiring the suspension.
LAmounts which are suspended pursuant to the request are forfeited.
The retired employee ma_¥ subsequently terminate the suspension by
filing a written notice with the administrator which states his desire
to revoke the suspension, Upon receipt ofthe notice, the administrator
shall authorize resumption of the retired employee’s regular pension
payments. (§ 40 ch 143 SLA 1960; am § 49 ch 128 SLA 1977;1

Effect of amendment The 1977
amendment substituted "administrator”
for "board” throughout the section.

Sec. 39.35.520. .AdJustments. When a change or enor is made in
the records maintained by the system, oran error is made in computing
a benefit, and as a result'an emp’oyee or beneficiary receives from the
system more or less than he would have been entitled to receive had the
records been correct jr had the error not been made, ?1) the records or
error ihall be corrected and (2) as far as practicable, future payments
shall be adjusted so that the ‘actuarial equivalent of the Pensm_n or
benefit to which the employee or beneficiary was correctly entitled
shall be Pald. If no future pa?/mer]t is due, a person who was paid any
amount to which he was not entitled is liable for repayment of that
amount, and agerso_n who was not paid the full amount to which he was
entitled shall be paid the balance of that amount. (§ 42 ch 143 SLA
1960; am § 4 ch 81 SLA 1976)

Effect of amendment. — The 1?75
amendment added the second serOmce.

Sec'. 39.35.522. Waiver of adjustments, (3) Upon appeal by an
affected member or beneficiary under ?b) of this section, the board mag
\évgli\%/seSaznOa.?Justment or any portion ofan adjustment made under A

35520 i

Sl) the adjustment or portion of the adjustment will, in the opinion
of the hoard, cause undue hardship to the member or beneficiary;

(2) the member is retired or has submitted notification ofimpending
retirement to his employer to be effective no later than 180 days after
the adjustment was made, or the beneficiary was eligible to receive or
wao receiving benefits under this chapter before the adjustment;

(3 the adjustment will result in a loss of eligibility for benefits for
the member or beneficiary or result in a reduction of benefits being
received by tht member or beneficiary of $50 per month or more;

105



8 39.35.510 Public Officers and Employees 8 39.35.522

Sec, 39.35510. Voluntary waiver ofbenefits. A retired employee
may, in writing, request the administrator to suspend, for any period
of time, payment of all or part ofthe benefits to which he is entitled.
The administrator shall grant the request and may not require the
retired employee to disclose his reason for during the suspension.
Amounts which are suspended pursuant to the request are forfeited.
The retired employee ma_¥ subsequently terminate the suspension by
filing @ written notice with the administrator which states his desire
to revoke the suspension, Upon receipt ofthe notice, the administrator
shall authorize resumption of the retired employee’s regular pension
payments. (§ 40 ch 143 SLA 1960; aw, § 49 ch 128 SLA 1977§

>

Effect of amendment. — The 1977
amendment substituted "administrator"
for "board" throughout the section.

Sec. 39.35.520. _AdJustments. When a change or error is made in
the records maintained by the system, or an error is made in computing
a benefit, and as a result'an employee or beneficiary receives from the
system more or less than he would have been entitled to receive had the
records been correct or had the error not been made, gl) the records or
error shall be corrected and (2) as far as practicable, future payments
shall be adjusted so that the actuarial equivalent of the Pensm_n or
benefit to which the employee or beneficiary was correctly entitled
shall be Pald. If no future parment Is due, a person who was paid any
amount to which he was not entitled is liable for rePayme_nt of that
amount, and aBerson who was not paid the full amount to which he was
entitled shall be paid the balance of that amount. (§ 42 ch 143 SLA
1,960; am § 4 ch 81 SLA 1976)

Effect of amendment. — The 1976
amendment added <he 6econd sentence

Sec. 39.35.522. Waiver of adjustments, (8 Upon appeal by an
affected member or beneficiary under %b) ofthis section, the board mag
\évgglgggoqgjustment or any portion ofan adjustment made under A

35520 |

(1) the adjustment or portion of the f'djusfinent wji](in t*e opinion
of the board, cause undue hardship to the member or beneficiary;

(2) the member is retired or has submitted notification of impending
retirement to h semployer to be effective no later than 180 days after
the adjustment .vas made, or the beneficiary was eligible to receive or
was receiving benefits under this chapter before the adjustment;

13) the adjustment will result in a loss of eligibility for benefits for
the member or beneficiary or result in a reduction of benefits being
received by the member or beneficiary of $50 per month or more;

105



Juneau.

alaska Senator Bill Ray, Chairman (907) 465-4442

MEMORANDUM January 25, 1983
TO: Senate State Affairs Committee
FROM: Teresa B. ZrmersjEAL£4&$&(IXCLMAJIA]

Administrative Assistant

SUBJECT: Senate Bill 57 - Limiting the Adjustment of Retirement Benefits

On several occasions the Blue Ribbon Commission has heard
testimony about problems created by overpayments of retirement benefits.
Retired state employees may have substantial difficulties if they are
required to repay retirement benefits improperly received because uf
errors made by the Division of Retirement and Benefits or because of a
change in law. The commission is proposing legislation to limit the
authority of the division to collect amounts paid improperly through no
fault of the beneficiary or retired person if the error is not corrected
within two years.

One woman testified to the commission that before she retired
she asked the division to verify her years of credited service. Several
years later a court-ordered change in retirement regulations reduced the
number of years for which she received credit. Her employment with the
University of Alaska could no longer be counted as credited service in
PERS. As a result she had received more than $5000 in benefits to which
she was not entitled. The division reduced her benefit to the correct
amount and began withholding an additional $100 per month to be applied
to the overpayment, She appealed to the Public Employees Retirement
Board asking that collection of the overpayment be waived.

Both the Public Employees® Retirement Board and the Teachers”®
Retirement Board have authority to waive collection of overpayments, but
the uncertainty of an appeal can cause considerable stress to people on
fixed incomes. Both boards are required to determine whether there
would be undue hardship imposed by requiring repayment. AS 14.25.175
and AS 39.35.522. In establishing whether there is financial hardship,
the entire family financial situation is considered, not just the resources
of the petitioner.



Senate State Affairs Committee
January 25, 1983
Page Two

The commission recommends that a two-year statute of limitation
be placed on the collection of overpayments which resulted from errors
which were not caused by the retired state employee. Two years provides
ample opportunity for the division to audit its records and correct any
errors. After that period, a retired person should nnt be required to
repay benefits erroneously received if he or she did not cause the
error. The division would still correct the amount of future benefits
paid to the retired person.

Bill Analysis

Page 1 The first section of the proposed legislation adds the
Line 9 two-year statute of limitations to the Teachers® Retire—
ment System.

Line 18 The second section adds the same provision to the Public
Employees™ Retirement System. The amendment to PERS 1is
applied only to state employees because the Blue Ribbon
Commission considered that requiring other participating

employers to pay for errors made by the state was inappro—
priate.

Line 29 The third section makes the bill effective retroactively
to July 1, 1979, :n order to apply to those individuals
whose situations came to the commission®s attention.

Page 2 The fourth section of the bill contains an immediate
Line 2 effective date clause.
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juneau.

alaska Senator Bill Ray, Chairman (907) 465-4442

MEMORANDUM January 25, 1983
TO: Senate State Affairs Committee
FROM: Teresa B. Cramer

Administrative Assistant

SUBJECT: Senate Bill 57 - Limiting the Adjustment of Retirement Benefits

On several occasions the Blue Ribbon Commission has heard
testimony about problems created by overpayments of retirement benefits.
Retired state employees may have substantial difficulties if they are
required to repay retirement benefits improperly received because of
errors made by the Division of Retirement and Benefits or because of a
change in law. The commission 1is proposing legislation to limit the
authority of the division to collect amounts paid improperly through no
fault of the beneficiary or retired person if the error is not corrected
within two years.

One woman testified to the commission that before she retired
she asked the division to verify her years of credited service. Several
years later a court-ordered change in retirement regulations reduced the
number of years for which she received credit. Her employment with the
University of Alaska could no longer be counted as credited service in
PERS. As a result she had received more than $5000 in benefits to which
she was not entitled. The division reduced her benefit to the correct
amount and began withholding an additional $100 per month to be applied
to the overpayment. She appealed to the Public Employees Retirement
Board asking that collection of the overpayment be waived.

Both the Public Employees®™ Retirement Board and the Teachers®
Retirement Board have authority to waive collection of overpayments, but
the uncertainty of an appeal can cause considerable stress to people on
fixed incomes. Both boards are required to determine whether there
would be undue hardship imposed by requiring repayment. AS 14.25.175
and AS 39.35.522. In establishing whether there is financial hardship,
the entire family financial situation 1is considered®, not just the resources
of the petitioner.



Senate State Affairs: Committee
January 25, 1983
Page Two

The commission recommends that a two-year statute of limitations
be placed on the collegtion of overpayments which resulted from errors
which were not caused by the retired state employee. Two years provides
ample opportunity for the division to audit its records and correct any
errors. After that period, a retired person should not be required to
repay benefits erroneously received if he or she did not cause the
error. The division would still correct the amount of future benefits
paid to the retired person.

Bill Analysis

Page 1 The first section of the proposed legislation adds the
Line 9 two-year statute of limitations to the Teachers® Retire—
ment System.

Line 18 The second section adds the same provision to the Public
Employees® Retirement System. The amendment to PERS is
applied only to state employees because the Blue Ribbon
Commission considered that requiring other participating

employers to pay for errors made by the state was inappro—
priate.

Line 29 The third section makes the bill effective retroactively
to July 1, 1979, in order to apply to those individuals
whose situations came to the commission®s attention.

Page 2 The fourth section of the bill contains an immediate
Line 2 effective date clause.






Headquarters 1125 President

Office Seventeenth Miles 'Cap’ Ferry
(303) 292-6600 Street President of the Senate
Suite 1500 Slate of Utah
. Denver,
L e g IS Iatu res Colorado Executive Director
80202 Earl S. Mackey

February 3, 1984

Suzanne Tryek

Office of Senator Vic Fischer
Pouch V

Juneau, AK 99811

Dear Suzanne:

As promised in my letter of January 23, | am enclosing a copy of
Public Act 83-493, House Bill 726 enacted by the Illinois Legislature
on employee patents. | hope this will be useful.

If we can be of further assistance, please contact us.

Sincerely. *

enclosure



P.A. 83'493 83rd GENERAL ASSEMBLY

EMPLOYEE PATENT ACT

PUBLIC ACT 83-493
HOUSE BILL 726

AN ACT concerning employee intention*.

[S-H-A. ch. 140, H 301]

Section 1. Thin Act shall be known and may lited as
the <="Employee Fatent Act".

[SHA" ch. 140. 7 £

Section 2. Employee rights to inventions-conditions).

(1 A provision in an employment agzccnent which
provides that an esployee shall assign or offer to assign any
of the employee®s rights in an invention to the espioyer does
not apply to an invention fcr which no cguipscnt, supplies,
facilities, or trade secret information of the enploycr was
used and which was developed entirely on the enployec*s own
tine, unless (@ the invention relates (i) to the business of
the employer, or (ii) to  the employer®s actual or
deaonstrably anticipated research or developicnt, or (b) the
invention results froa any work performed by the employee for
the espioyer. Any provision which purports to apply to such
an invention 1is to that extent against the public pclicy of
this State and is to that extent void and unenforceable. The
employee shall bear the burden of proof in establishing that
his invention gualifies undet this subsection.

(2) An employer shall tot require a provision wade void
and unenforceable by subsection.(l) of this Suction as a
condition of eaployaent or continuing employment. This Act
shall not preempt existing coaaon law applicable to any shop
rights of employers with respect to etployees who have not
signed an employment agreement.

3 If an amployuent agreement entered into after
January 1, 1984, contains a provision reguiring the employee
to assign any of the employee®s rights in any invention to
the employer, the -employer must also, at the time the
agreement is made, provide a written notification to the
employee that the agreement does not apply to an invention
for which no eguipment, supplies, facility, or trade secret
information of the employer was used and which was developed
entirely on the employee®s own time, unless (&) the invention
relates (i) to the business of the employer, or (ii) to the
employer®s actual or deaonstrably anticipated research or
development, or (b) the invention results Iron any work
performed by the employee for the employer.

[S.H.A. Ch. 140, H 303] - -
Section 3. This Act takes effect upon becoxing a law.

APPBOVEE: September 17, 1903 EFFECTIVE: September 17, 1983

Additions in text are indicated by underline: deletions by stWlveawte

Qnufi

£F j+et
represent

(Ch. 121
[S.H.A. ch
Section

*od other
therewith".

kPPBOVED:  s.

»V ACT to
Treatment Act"

JJBmggnted in

Section 1.
Treatment Actl
amended to real

(Ch. i1 L

Sec. 2. K
hospital regud
Health pursuant
1, 1953, as no
medical and a
emergency hosp
regulations ?do
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emergency serv
resulting from 1
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N atl O n a I Headquarters 1125 President

Office Seventeenth Miles 'Cap' Ferry
C O n fe re n Ce (303) 251-6600 Street President of the Senate
Suite 1500 State of Utah
of State S
L e g |S Iatu re S Colorado Executive Director
80202 Earl S. Mackey

January 23, 1984

Suzanne Tryck

Office of Senator Vic Fischer
Pouch V

Juneau, AK 99811

Dear Suzanne:

Thank you for your request regarding ways that business and ether

states define who owns intellectual work products developed by employees.
As we discussed by phone, enclosed is a copy of an article found in The
New York Times which might be of interest to you, and copies of relevant
sections of employment contracts from IBM and Bell Laboratories. 1 hope
this information will be helpful.

I would also suggest that you obtain a copy of the Report to the Legis—
lature Pursuant to Sec. 45, Ch. 143,, SLA 1982 from your "Code Revision
Commission which deals with laws re lating to computer crime, privacy,
and intellectual property.

I am expecting a copy of an Illinois statute enacted in 1983 which partly
concerns protection of work products. As soon as | receive this statute,
I will forward it to you.

If we can be of further service, please contact us,.

Michelle Glast:etter
Legislative Information Services

enclosures
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Robert Spanner, m lawyer In California’s Silicon Valley and author of ” Wbo
'Owns Innovation?,” said overly strict legal measures restricting new tech-
nological companies might work against the national Interest.

Spinoff Suits Mount
In Silicon Valley

By RC2ERT K2INHOLD

Sprdil to TM NI* Yort TUBM

PALO ALTO, Calif., Jan. 1- Last
April 22, two engineers at the Intemr. -
tlonal Business Machines Corpora-
tion's research center In nearby San
Jose were summarily dismissed after
1.B.M. discovered they planned to
start their own company to make the
tame kind of product they were work-
ing on. The same day, 1.B.M. iued
them, charging theft of trade >ecreti
and breach of fiduciary duty.

And, two weeks ago, to the aston-
ishment of this center of high tech-
aology Innovation — better known as
Silicon Valley — 1.B.M. also sued the
men'* lawyers: Mosher, Pooley, Sul-
livan li Henderson, a prominent Palo
Alto firm that specializes In protect-
ing trade secrets. The suit charged
that the firm had disclosed — to an
1.B.M. competitor, the Control Data
Corporation — [1.B.M. aecreh ob-
tained confidentially Indefendlin,te
«ult against the engineers.

The case la an example of 0 grow-

ing tendency of companies to sue to
halt what they see os the hemorrhage
of vital technology and secrets when
trusted employees leave to form new
companies.

Such suits are not new, but lawyers
say they are proliferating because a
flood of new capital has given birth to
many new spinoffs and because the
frantic pace of technical Innovation
makes it all tho more crucial to pro-
tect proprietary Information.

J The com panli s argue that such

suits are meant merely to deter the
misappropriation of trade secrets.
But lawyers for new companies con-
tend that many suits are designed to
frighten off new compeiMion.

There is some Irony In all this, for
many of the msjor firms that are
suing today themselves started as
tiny spinoffs from tolerant compa-
nies. And some here feel that the
mounting litigation mlaht threaten
thi risk-taking spirit of the valley,
whtre new companies formed by
creative spirits, unhippy with the

Continued on Page U
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Robert Spanner, a lawyer In Catlfomla’s Silicon Valley and author of “ Who
'Owns Innovation?," said overly strict legal measures restricting new tech-
nological companies might work against the national Interest.

Spinoff Suits Mount

In Silicon

By ROBERT REINHOLD

Spidtl 10 TIM Nr* Yort TUSM

PALO ALTO. Calif., Jan. 1— Last
April 22. two engineers at the Interna-
tional Business Machines Coipora-
tlon's research center In nearby San
Jose were summarily dismissed after
1.B.M. discovered they planned to
start their own company to make the
same kind of product they were work-
ing on. The same day, 1.B.M. sued
them, charging theft of trade secrets
and breach of fiduciary duty.

And, two weeks ago, to the aston-
ishment of this center of high tech-
aology Innovation — better known an
Silicon Valley— 1.B.M. also sued the
men’s lawyers: Mosher, Pooley, Sul-
livan & Henderson, a prominent Palo
Alto firm that speclallies In protect-
ing trade secrets. The suit charged
that the firm hod disclosed — to an
I B.M. competitor, the Control DM*
Corporation — [1.B.M. secrets ob-
tained confidentially Indefending the
euit against the engineers.

The case Is an example of = grow-

Valley

Ing tendency of companies to sue to
halt what they see as the hemorrhage
of vital technology arid secrets when
trusted employees leave to form new
companies.

Such suits are not new, but lawyers
say they are proliferating because a
flood of new capital has given birth to
many new spinoffs and because the
frantic pace of technical Innovation
makes It all the more crucial to pro-
tect proprietary Information.

J The companies argue that such
suits are meant me;ely to deter the
misappropriation of trade secrets.
But lawyers for new companies con-
tend that many suits are designed to
frighten off new competition. r

There Is some Irony In all this, for {
many of the major firms that are j
suing today themselves started as
tiny spinoffs from tolerant compa-
nies. And some here feel that the i
mounting litigation might threaten
the risk-taking spirit of the valley,
where new companies formed by
creative spirits, unhappy with the

Continued on Page J5
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noannouncement made, probably bo-

Silicon Valley’s Spinoff Suits

Continued From Flrit Binlmm Pap

Trimedii find venture capital, let a
represcntlve from Control Data, a
recognitlonaccorded by bigger com-
ﬁanles or I,hgrstlnlg for Mstant riches,
ave traditionally been a leading
source ot Innovation.

The natute of computer research
has rendered meaningless much of
the existing patent law, Ieavm% a
murky gray area that case law Nas
yet to define . o
"It Is ex.ntmely difficult to distin-
uish between an'employee's general
(nowledge and progrletary Informa-
tion." sald Robert Spanner, a youn
lawyer wuh Bcckford, Spanner
Kelley of Pslo Alto. Mr. Spanner, au-
rlhor of a r.rr book. UWha.Osvns Inno-
l/atlon’? ' -algﬁ;ura that.overly strict
egalracalinteno;restrict new tech-
notoglill comfares might ' work
"IRpunSt the ha'Jun‘a] Interest.
~rSry“Worirfor" rb #*~—

Traditionally lax about security’,
many companies here are clamping
down, Aleaderhas been the Intel'Cor-
poration ol Santa Clara, which mokes
semiconductors and microprocess-
ors. InaddlUon to 5|gn|n? the normal
nondisclosyre statement on hiring,
Intel employees are annually re-
quired to define the proprietary part
of their work. This Isdonen(];alnwhen
the employee leaves. Intel also In-
forms new employers and venture
capitalists backln? new companies of
the departed employees legal obliga-
tion to Intel.

"We are tryln% to make our em-
ployees aware that they work (or
Intel, that theYcannotcurvetwomas-
ters," said Intel’s spokesman. James

Industry Gain
Seen by U.S.

WASHINGTON, Jan. 2 gReuiert?
— Most U] the nation’s Industries v;'ll
improve In | i>4 ?I the. econoe- ri.

re.;1. Thniutih rm.

Intel alumnus, Aryck Flnegold.

Jarrctt. To reinforce llie message,
Intel has sued and won a settlement
with one breakaway group, Seeq
Technology ol San Jose and Its finan-
cial backers, and has threatened to

last January to start a competing
compangé, called Sequent.

The 1.B.M. case offers aglimpse of
the fierce competitiveness 0% doing
business In Silicon Valley. The tw0
emEonees who were sued, Atel El-
trukhy and Mohammed S. Shaikh,
had been working for less than two
years for I.B.M.,,develong a new
process for depositing a thin film of
magnetic material on disks usei to
store computer Information. Togeth-
er, they decided to strike out on the.’r
own.and drew up i business plan,dg,w-
ing it to a Inwlar.ee typist. Accordin
to’their lawyer, James H. Pooley 0
the Mosher, Pooley Ilrm, the typist’s
husband was an 1.B.M. manager and
he_showed it to his employer.

That plan. [.B.M. chargéd, showed
the two men Illegally planned to ex-

loit confidential |||IE_nnaIIOn on thin-

im technolo?y. Ultimately, an out-

of-court settlément was” reached

whereby an Independent monitor In-

spects “the new company, call

rimedla, to be sure It Is'no: using
[.B.M. technigues,

I.B.M. Disclosed Secrets

ButInthecourseofnedgotlatmgthat
settlement, [.B.M. had to disclose
certain trade secrets to Trimedla's
lawyer, Mr. Pooley. The Santa Clara
County Superior Coult ordered those
secrets be held In confidence.

In Its suit against the lawyer,
[.B.M. said Mr. Pooley, while helping

potential Investor, see a confidential
document. Mr, Pooley acknowledged
that, but said it was Inadvertent, and
Fartiy because [.B.M. transmitted
he document Imﬁroperly. )

Mr. Pooley. autnorof & widely used
handbook fitled "Trade Secrets,”
said Trimedta, In witlch his firm has
Invested, settled simply. to avoid the
enormous costs of f|th|nt}; the suit.

Mr. Pooley said plaintiffs may be
motivated by factors other thanpro-
tection of secrets — to exact revenge
to stifle competition or to fin t
scapegoat for managerial problems.

Stephen (%m ley, “spokesman for
I.B.M. at lla ‘headquarters In Al-
monk, N.Y., said 1.B.M. goes to court
onIY foverotect patentable trade se-
crets. "We seek legal recourse solely
to protect aur legitimate Interests,”
he said. "It's absolute nonsense to as-
sertwedoso forany other purpose.”

The Irony in Infel's new stance lies
In Its formation in 1968 by two rene-
gades front the Fairchild ‘Instrument
and Camera Corporation, Gordon E.
Moore and Robert N, Noyce, now
chairman and vice chairman ol Intel.
But according to Mr. Jarrett, the
Intel spokesman, Mr. Moore and Mr.
Noyce left. Fairchild because that
company was not Interested In Inte-
(t;rated circults, and they pioneered In
hat new technology rather than du-
plicate Fairchild's work.

Mr. JaiTett said numerous spinoffs
enjoy friendly r-'latlons with" Intel.
For” example. Allen H. Michels
formed Convergent Technologies ol
SanLs Clara lo build microcomputer
systems Intel was uninterested In.

heY are. now good customers of
Intel, as_is Dais

sign equipment, termed by another

Southem Pacific?

) Systems of Sunny-
vale, builders of computer-aided de-

Car Production

Up 33.6% in *83

DETROIT, Jan. | (APg -
Domestic auio makers built
more cars In 1983 than In any
other year since 1979, Ward's
Automotive Reports said tn Its
current edition. .

The trade Journal said auto
makers assembled <771,999
can last year, 33.8 percent
more than the 3,073,318 huilt In
1983, which was a_23-year lost.
The 1983 production was the
mast since 8,122,074 cars were
built In 1979, Ward's said.
_The ngergl Mators Corpora-
tion produced 3,974,301 can, a
38.0 percent share of the total
domestic Industry output, com-
gared with 3,173,143 In 192, or
2.3 percent. The Ford Motor
Comgany built 1,348,870 cars,
or 228 percent ol the total
compared with 1,104,073, 0r21.
Eercent. In 1982. Hie Chrysler

orporation built 903,839 can,
or 133 percent of the total,
comfared with 600,303 Lr, 1982,
or_118 percent.

The American Motors Corpo-
ration built 300,672 can, or 3
percent , the market, com-
pared with 109,748 ‘or 3,2 per-
cent, In 1982, Vofkswa%en of
America Inc. built 08,011 can,
or 13 percent of the market
compared with 84,248, or 17
percent, In 1982,

Honda of America Manufac-
turing Inc. eroduc,ed 33474
can at Its Marysviile, Ohio,
plant, an elgrht—tenths of 1per-
centshare of Industry output In
Its fInt full year of production
In the United Stiles.

HES)

888 Saini



In consideration of my employment by IBM or my continued employmvrt at will by IBM, and the payment to me of the salary or
other compensation that | shall receive during my employment, | agree as CVPows:

L T will not, without IBM's prior written permission, disclose to anyone outside of IBM or use in other than IBM's business,
either during or after my employment, any confidential information or material of IBM or its subsidiaries, or any Informa
tion or meterial received in confidence from third parties by IBM or its subsidiaries. If | leave the employ of IBM. I will return
eIIhIBI\g property in my possession, including all confidential information or material such as drawings, notebooks, reports, and
other documents.

Confidential information or material of IBM or its subsidiaries is any information or material:
(a) generated or collected by or utilized in the operations of IBM or its subsidiaries that relates to the actual or anticipated
business or research and development of IBM or its subsidiaries; or
(b) suggested by or resulting from any task assigned to me or work performed by me for or on behalf of IBM;
and which has not been made available generally to the public.
«
2. | \r/]vill not disclose to IBM, use in IBM's business, or cause IBM to use, any information or material which is confidential to
others.

(o)

I will comply, and do all things necessary for IBM and its subsidiaries to comply, with the laws and regulations of all govern-
ments under which IBM does business, and with provisions of contracts between any such government or its contractors and
IBM or its subsidiaries that relate to intellectual property or to the safeguarding of information.

X 4. | hereby assign to IBM my entire right, title and interest in any idea, invention, design of a useful article (whether the design
is ornamental or otherwise), computer program and related documentation, and other work of authorship (all hereinafter
called "Developments"), hereafter made or conceived solely or jointly by me, or written wholly or in part by me, whether or
not such Developments are patentable, copyrightable or susceptible to other forms of protection, and the Developments:

(a) relate to the actual nr anticipated business or research or development of IBM or its subsidiaries; or
(b) are suggested by or cejult from any task assigned to me or work performed by me for or on behalf of IBM.

In the case of any "other work ot authorship," such assignment shall be limited to those works of authorship which meet both
conditions (a) and (b) above.

The above provisions concerning assignment of Developments apply only while I am employed by IBM in an executive,
managerial, product or technical planning, technical, research, programming or engineering capacity (Including development,
product, manufacturing, systems, applied science, end field engineering). Excluded ero any Developments that | cannot
assign to IBM because of prior agreement with

Toooeee [E— which is effective until
.(Give name and date or wrive "none”).

| acknowledge that the cop%right and any other intellectual property right in designs, computer proyrams and related docu-
— mentation, and works of authorship, created within the seopo of my employment, belong to IBM by operation of law.

6. In connection with any of the Djvelopments assigned by Paragraph 4:
(@) 1will promptly disclose them to IBM Patent Operations or IBM management as appropriate; and
(b) 1 will, on IBM's request, promptly execute a specific assignment of title to IBM, and do anything else reasonably necessary
to enable IBM to secure a patont, copyright or other form of protection thorefor intho United States and In other countries.

6. IBM and its subsidiaries and their licensees (direct and indirect) are not required to designate me as author of any design, com-
puter program or related documentation, or other work of authorship assigned in Paragraph *L when distributed publicly or
otherwise, nor to make any distribution. | waive and release, to the extent permitted by law, all my rights to the foregoing.

-~

| have identified on the b8ck hereof all vevolopments not assigned by Paragraph Ain which | have any right, title nr interest,
and which were previously made or conceived solely or jointly by me, or writton wholly or in part by me, but i.aither published
nor Had in any patent office.

If i do not have any to identify, | have written "none" on this line:
(It is in your interest to establish that any o f the above wens made, conceived or written before your employment by IBM.
You should not disclose them In detail, but identify them only by the titles and dates of documents describing them. If
you wish to interest IBM in any of them, you may contact External Submissions at Corporate Headquarters, wh'ch will
provide you with instructions for submir'mg them to I1BM’)

ZMCH=3097-5 (UARODL-1 EMPLOYEE COPY



IN CONSIDERATION of my employment by Pell Telephone Laboratories, In-
corporated, during such time as may be mutually agreeable to that Corporation and
myself, | hereby assign and agree to assign to said Corporation, its successors and
assigns, all my rights to inventions which, during the period of my employment by
said Corporation or by its successors in business, | have made or conceived or may
hereafter make or conceive, either solely or jointly with others, in the course of such
employment or with the use of said Corporation’s time, material or facilities, or re-
lating to any subject matter with which said Corporation is or may be concerned,
and | further agree, without charge to said Corporation, but at its expensp, to ex-
ecute, acknowledge and deliver all such further papers, including applications for
patents, as may be necessary to obtain patents for said inventions in any and all
countries and to vest title thereto in said Bell Telephone Laboratories, Incorporated,
Its successors or assigns.

WITNESS my hand and seal this----------- day of 19

WITNESS i

K.iteT (1ses)
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THE ALASKA COUNCIL ON SCIENCE AND TECHNOLOGY

November 19, 1982

Senator Bill Ray, Chairman

Blue Ribbon Commission on
the Personnel Act

Alaska State Legislature

Pouch YG

Juneau, Alaska 99811

Dear Senator Ray,

Based upon discussions held at our November 17, 1982 meeting, | am
sending suggestions for consideration for the draft legislation entitled
"An Act Relating to Government Interests in Intellectual Work Products
Developed at the Expense of the State.”

The Council suggests that this act be written similarly to the statutes
adapted by the federal government. These statutes differ somewhat
according to application for specific agencies, but generally all follow
the same general philosophy,particularly related to patents. Also, the
University of Alaska has an existing policy that works vrell and has
stood the test of time, having been in effect for more than a decade. A
general state policy might consider the university approach as well.

These various federal and university policy statements or statutes con—
tain several key elements and philosophical tenets which may be helpful
to you. In summary these are:

1 Recognition thut patentable inventions produced in the line of
work duty may be primarily owned by the sponsoring agency, but
that, depending upon the specific circumstances, the originator
might rightfully have a partial ownership interest, or at least
tha;: it is in the public welfare to award such partial ownership;

2. Recognition that in accepting ownerships of a poter .ial
invention, the government or agency accepts responsibility to
pursue patenting and management of the patent in a fashxon that
promotes its usefulness to society;

3. Recognition than in order to promote employee intellectual
pursuit, to avoid infringement upon individual freedom, tr avoid
unnecessary litigation, and :0 avoid much needless work on the part
of agency personnel, that th ipolicy statements or statutes are

Ghiistopner Noah. Executive Director - Pouch CV, Juneau, Alaska t>J811 -(907)465-3510



Senator Bill Ray Page 2

written to pertain strictly to patentable inventions. (We suggest
that the existing wording in the draft bill, specifically the
wording "intellectual work product™ and its definitions as given in
Section 39:52.099 are too broad to be effective and may well be
challengeable on Constitutional grounds. The proposed statute, we
suggest, should pertain to patentable inventions only.); and

4. Recognition, also that for every "idea" that eventually leads
to a patent deemed desirable for agency ownership, there are dozens
that do not. (Hence, we suggest that the state needs an inexpensive,
effective mechanism to weed out ideas oi: an unpatentable nature or
which, If patented, have no economic value to the state. Examina—
tion of established procedures will show that the process must

start as close to the inventor as possible- specifically, within

the agency wherein the employee works. Determination of patentability
and/or desirability of patentability should be conducted within the
employee™s agency. Determination of desired state ownership should

be made by the employer®s agency acting in conjuncticn with the
Attorney General’s office. It may be appropriate to specify inthe
proposed bill chat the ACST would actas a participant in the
decision regarding appropriate share of state ownership, once
desirability of patenting has been determined,)

A useful guide to framing a patent regulation for Alaska may be the
enclosed copy of patent regulations used by the U.S. Department of
Interior. Additionally, as earlier stated, another useful guide could

be the patenting policy of the University of Alaska. The process used
there involves initial internal determination of patentability, followed
by a review made by a specialized non-profit patenting organization

which then takes a percentage of ownership in payment for its services
should all agree that the pursuit of a patent is desirable. In this case
.the shares in the ownership of the patent between the non-profit corpora—
tion, the university, and the inventor are negotiated.

Wa trust these comments are useful to you. As this bill proceeds in the
legislation process we would be pleased to offer further information for
your consideration or testify upon your request.

Sincerely

David M. Hickok
Chairman

DMH/sw
Enclosure



§5.2

National Paik Service will b> granted
by the head of the Service or his au-
thorized representative in his discre-
tion and on acceptance by the appli-
cant of the conditions set forth in
paragraph (d) (3) of this section.

(d) form of application. The follow-
ing form is prescribed for an applica-
tion for permission to make a motion
picture. television production, or
sound track on areas administered by
the United States Fish and Wildlife
Service or the National Park Service:

To the head of the
Service. Department of the Interior

(1) Permission ISsrequested to make. In the
area mentloned above, &  -------mmeommeemeee e
2) The scope of the filming (or produc-
tion or recording) and the manner and
extent thereof will be as follows .
Weather conditions permitting, work will
commence on approximately--------------- and
will be completed on approximately -- — —

(An additional sheet should be used if nec-

es&%ry_?.he ui.derslgned accepts and will
comply with the following conditions:

1) Utmost care will be exercised to see
that no natuial features are Injured, and
after completion of the work the area will,
i required by the official In charge, either
14 cleaned up and restored to Its prior con-
dition or left, after clean-up. In a condition
satisfactory to the official Incharge.

(1) Credit will be given to the Department
of the Interior and the Service Involved
through the use ol un appropriate title cr
announcement, unless there Is Issued hy the
official Incharge of the area a written state-
ment that no such courtesy credit Is desired

(111) Pictures will be taken of wildlife only
when such wildlife will be shown In Its natu-
ral state or under npproved management
conditions If 3Uch wildlife Inconfined.

M) ?1?/'%%)%%}& Instructions received from
the. 0ff|C|aI In charge of the area will be

COPB ,&ny addltlonal Information relating to
the privilege applied for by this application
will be furnished upon request of the offi-
cial In charge.

(Applicant)
For— —

(Compuny)
Bond Requirements -

43 Public Land*: Interior

Approved: (Date)

(Title)

(22 FR 1987, Mar. 28. 19S7, as amended at
36 FR 2972, Feb. 13, 19711

§ 5.2 Areas administered by the Bureau cf
Indian Affairs.

(a) Individual Indians. Anyone who
desires to go on the land of an Indian
to make pictures, television produc-
tions or sound tracks is expected to ob-
serve the ordinary courtesy ol first ob-
taining permission from the Indian
and of observing any conditions at-
tached to such permission.

(b) Indian groups and communities.
Anyone who desires to take pictures,
including motion pictures, or to make
a television production or a sound
track of Indian communities,
churches, kivas, plazas, or ceremonies
performed In such places, must obtain
prior permission from the proper offi-
cials of the place or community. Liini-
tations which such officials may
impose must be scrupul )usly observed,

(c) Use of Indian lands. If the film-
ing of pictures or the making of televi-

sion productions or sound tracks re-
quires the actual use of Indian lands, a
lease or permit must be obtained por-
suant to 25 CFR Part 131.

(d) Employment of Indians. Any
motion picture or television producer
who obtains a lease or permit tor the
use of Indian land pursuant to 25 CFB
Part 131 shall be expected to pTﬁ/ a
fair and reasonable wage to any dl'
ans empleyed iA egonection with the
production activities.

122 FR 1987, Mar. 20. 1957)

PART 6—PATENT REGULATIONS

Subpart A—Invention* by Employ*** |
Definitions. .
Report of Invention. o
'3 Action by supervisory officials.
%1 Action by Solicitor,
5 nights In Inventions.
.6 Appeals by employees.
4 Domestic patent protection.

g'g PaRieR N "gha public use of Inventlo¥

before patent application Is filed.

Subtitle A— Office of tl
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Subpart A— Invention!

96.1 Definitions.

As used In this subpart

(a) The term "Depari
the Department of the li

(b) The term "Secretai
Secret' ry of the Interior

(c) The term "Sollcito
Solicitor of the Departm
terior, or anyone author:
him.

(d) The term "Commls;
the Commissioner of Pa
Assistant Commissioner
lor the Commissioner o f!

(e) The term "Inventloi]
new and useful art, pro
machine, manufacture, o
of matter, or any new a; |
Provement thereof, or an
of plant, or any new, orl
namental design for an ai
ufacture. which is or mt
able under the laws of
States.

tl) The term "employee
this part Includes a part
tant, a part “ me employe
employee (as defined in 1L
of the Department Insoll

.tions made during pcriot

duty are concerned, excej
clal circumstances In a spc
duire an exemption in oi
the needs of the Depar
such exemption to be su
approval of the Commlssic
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1987, Mar. 28. 1957. as amended at
>72. Feb. 13. 19711

retw odmInbt’ red by tne Bureau of
an Affairs.

\dioiduul Indiana. Anyone who 1
to so on the land of an Indian
te pictures. television produc-
msound tracks is expected to ob-
)C ordinal v courtesy of first ob-
pcrmisnitn from the Indian
obseiving any conditions at-
to such permission.
ulic.n groups and communities.
i who desires to take pictures,
ng motion pictures, or to make
rislon production or a sound
cl Indian communities,
cs, klvas, plazas, or ceremonies
ne.l in such places.,must obtain 1
V. mission from the proper offf-
f the place or community. Limi-
which such officials may
emust bo scrupulously observed.
'se of Indian lands. If the film-
PlcM>res or the making of televl-
rorf.ictions or sound tracks re-
.'ne rcti>(,S use of Indian lands, a
» rem.it must be obtained pur- #
«025 CFR Part 131. ~
Employment of Indians. Any ,
i p'cture or television producer
btoins a lease or permit for the
Indian land pursuant to 25 CFR C
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Sec.

6.10 Publicity concerning the
after patent application is filed.

6.11 Condition of employment.

invention

Subport B—U oi.ui

Purpose.

Patents.

6.53 Unpatented inventions.

6.54 Use or manufacture by or for the Gov-
ernment.

6.55 Terms of licenses or sublicenses.

C5B Issuance of licenses.

6.57 Evaluation Committee.

Authority: 5 U.S.C. 301; sec. 2, Reorgani-
zation Plan No. 3 of 1950, 15 PR 3174; Ex-
ecutive Order 16uJ6. 15 FR 389; and Execu-
tive Order 10930, 26 FR 2583.

Source: 29 FR 260, Jan. 10, 1964: 29 FR
6498, May 19. 1964. unless otherwise noted.

A Subpart A— Inventions by Employees

6.1 Definitions.

As used In this subpart:

(a) The term <Department” means
the Department of the Interior.

(b) The term "Secretary" means the
Secretary of the Interior.

(c) The term Solicitor" means the
Solicitor of the Department of the In-
terior, or anyone authorized to act for
him.

(d) The term "Commissioner" means
the Commissioner of Patents, or any
A Aant Commissioner who may act

--tor the Commissioner of Patents..

(eJTKeTterm "invention” means anjrj

new and useful art, process, method,

6.51
6.52

51 shall be expected to pay a.-,,H. machine, manufacture, or composition
id reasonable wage to any Indl-Jy”'mV °f matter, or any new and useful im-

oployed In connection with the —7
p —of plant, or any new, original and or-

jtiori activities.
ICHV. Mar. 20,19571
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Of.uri A -1i. >«nlio.\» by Employ***

mfiniilcn.i.

eport of ii.ventloa.

tfun by supervisory o/flcUls.

(fori by Solicitor,

nhts in Inventions,

ipeals by employees.

mr.-estlc pntent protection.

ereign Il'ing.

iblicatlon and public use of Invention
u.-t patent .='opllcHtlon Is filed.

Provement thereof, or any new variety

namental design for an article of man-
» ufacture, which Is or may be patent-

“Able under the laws of the United
\ hetes:

ff) The term "employee” as used in
fbls part Includes a part time consul-
tant, a part time employee or a special
®mployee (as del ned In 18 U.S.C. 202)
of the Department insofar as inven-
tions made during periods of official
outy are concerned, except when spe-
cial circumstances In a specific case ic-
Ouire an exemption In order to meet
the needs of the Department, each
Such exemption to be subject to the
aPProval of the Commissioner.

86.2

(g) The term "governmental pur-
pose” means the right of the Govern-
ment. of the United States (including
any agency thereof, state, or domestic
municipal government) to practice and
have practiced (made or have made,

\used or have used, sold or have sold)
\throughout the world by or on behalf
of the Government of the United
[States. -

Ch) The “making of the invention”
means the conception or first actual
reduction to practice of such inven-
tion.

96.2 Report of invention.

(a) Every invention made by an em-
ployee of the Department shall be re-
ported by such employee through his
supervisor and the head of the bureau
or office to the Solicitor, unless the in-
vention obviously is unpatentable. If
the invention is the result of group
work, the report shall be made by the
supervisor and shall be signed by all
employees participating in the making
iof the invention. The original and two
copies of the invention report shall be
furnished to the Solicitor. The Solid-
tin may prescribe the form of tl)
report.

(b) The report shall be made os
promptly as possible, taking Into con-
sideration such factors as possible pub-
lication or public use, reduction to
practice, and the necessity for protect-
ing any rights of the Government In
the invention. Although it is not nec-
essary to withhold the report until the
process or "' =evce is completely reduced
to prr~f,.<} reduction to practice as-
sists In the preparation of a patent ap-
plication and, if diligently pursued,
protects the interests of the Govern-
ment and of the inventor. If an inven-
tion is reduced to practice after the in-
vention report Is filed, the Solicitor
must be notified forthwith.

(c) For the protection of the rights
of the Government and of the inven-
tor, Invention reports and memoranda
or correspondence concerning them
are to be considered a-j confidential
documents.

<d> A*: iitVeM-ivji jvport shall include
the following:

(1) A brief but pertinently descrip-
tive title of the Invention;



(2) The full name, residence, office
address, bureau or office and division,
position or title, and official working
place of the Inventor or inventors;

(3) A statement of the evidence that
is available as to the making of the in-
vention, including information relative
to conception, disclosures to others,
and reduction to practice. Examples of
such information are references to
signed, witnessed and wated laboratory
notebooks, or other authenticated re-
cords pertaining t'j the conception of
the Invention, or-'rational data sheets,
analysis and operation evaluation re-
ports pertaining to a reduction to
practice, and visitor log books, letters
and other documents pertaining to dis-
closures to others. These need not be
s| imltted with the report, only the

identifying data is required, e.g,
volume and page number in a labora-

tO(X)q%t?%?'%)!a(ﬁon concerning any past pLial uls yW s

or prospective publicatioll, oral presen-
tation or public use of the i nijon;
(5) The p.oblera Whichrvg?i towr%
making of the invention:
e objects, advantages, and uses

of(r;}e'&ngg atl %Ia: description of the in-

vention: .

8) Experimental data;

9) The prior art known to th,,
inventor(s) and the manner in which
the invention distinguishes thereover;

(10) A statement that the employee:

<> Is willing to and do-.s hereby
assign_to the Government: .

(@) The entire rights (foreign and

Title 43-Public Lands: Inspvior

his Invention report, request that the
Solicitor determine the respective
rights of the Government and of the
inventor in the invention, and he shall
include in his invention report infor-
mation on the following ooints, in ad-
dition to the data calleu for in para-
graph_lgd) of this section: .
(1) The circumstances under which
the invention was made (conceived, ac-
tually reduced to. practice or con-
structed and tested), .
The employe€’s official duties, as
given on his job sheet or otherwise as-
signed, at the time of the making of

thES;n'}/ﬁ%tlggtent to which the inven-
tion was made during the inventor's
official working hours, the exlent, use
was made of government facilities,
equipment, funds, material or Infor-
mation, and the time o; services of
other govenxnent employees on offl
A

(4) Whether the employee wis) es a
patent application to be prosecuted
under the Act of March 3, 1683, as
amended (35 U.S.C. 266), if It should
be determined that he Is not required
to assign all domestic rights to the in-

yentjpn tQ.biG3ovemment; and

m.--(fUWhether the employee would be

willing, upon request, to voluntarily
assign foreign rights in the invention
to the G /eminent if it should be de-
termined that an assignment of the

domestic rights to the Government Is

A6Brefdutiiadby supervisory officials.

(a) The preparation of an invent.'on

domestic) in the Invention:

(6) The domestic rights only, but
grants to the Government an option to
file for patent protection In any for-
eign country, said option to expire as
to any country when it Is decided not
to file thereon In the United States, or
within six months after such filing;

(ii) Requests, pursuant to §6.2(e), a
determination of the respective rights
of the Government and of the inven-

report and other official correspond-
ence on patent matters Is one of the
regular duties of an employee who has
made an Invention and the supervisor
of such employee shall .see that he is
allowed sufficient time from his other
duties to prepare such documents. The
supervisor shall ascertain that the In-
vention report and other papers are
prepared In conformity with the regu-
lations of this part; and. before trans-
mitting the Invention report to the
head of the bureau or office, shell
check its accuracy and completeness,
especially with respect to the circum-
stances In which the Invention was de-
veloped, and shall add whatever com-

tofe) If the Inventor believes that he Is
not required by the regulations in this
subpart to assign to the Government
the entire domestic right, title, and In-
terest in and to the Invention, and if
he Is unwilling to make such an assign-
ment to the Government, he shall. In

Subtitle A-Office of th<

ments he may deem to b
desirable. The superviso
the file whatever infom
have concerning ".he gov<
commercial value of the

(b) The head of the
shall make certain that
report is as complete as
permit. He shall report
formation may be av:
agency concerning the
ang iommercial value of
ahd tte forelgh cour.trfé
iy that the invent
most useful and would h
est commercial value.

(c) If the employee inv
that the Solicitor detern
in the invention, the
bureau or office shall st]
sions with respect to sue

(d) The head of the bi
shall indicate whether
menl, the Invention is 1
In the public interest, a
out the facts supporting
whenever the employ
report does not contaii
formation on this point.

66.4 Action by Solicitor,

(&> If an employee in'
) pursuant to par~.grapl
that such deten,. a»tio
Solicitor shall dctermi
tive rights of the empk
Government In and to
His determination shal
review by the Commlss
cases under Executive
and 10930 and the ru
tlons issued by the Con
the approval of the Pro
(b) If the Govemm
obtain the entire domt
and Interest in and t
made by an employee
incnt, the Solicitor, su
by the Commisslonc. |
may take such actlon
mventlon as he deems i
disable to protect the
United States.

Rights in Invention:

ta) The rules prescri
i'on shall be applied
Ine respective rights
bient and of an eropli
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le following paints. In ad-
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n was made (conceived, ac-
ced to practice or con-
i tested);
nployee’s official duties, as
iJcb sheet or otherwise as-
he time of the making of
>N
xtent to which the inven-
tade during the inventor’s
kin* hours, the extent use
of government facilities,
funds, material or infor-
.d the time or services of
rnment employees on offl-

her the employee wishes a
plication to be prosecuted
Act of March 3, 1883, os
35 U.S.C. 266), if it should
iried that he is not required
ill domestic rights to the in-
the Government; and
thei the employee would be
pon request, to voluntarily
clan rights in the inven on
Virnment if it should be ae-
1t an assignment of the
rights to the Government is

ecd.

en by rup«rvisory officials. !

epreparation of an Invention
nl other official correspond-
patent matters is one of the
idles of an employee who has
Invention and the supervisor
eirployee shall see that he Is
«ufficlent time from his other
preparo-such documents. The
ir 'nail ascertain that thr In-
report and other papers are
I In conformity with the regu-
f this part; and. before trans-
the Invention report to the
the oureau or office, shall
s accuracy and completeness,
y with respect to the clrcum-
in which the Invention war. de-
nr.d shall add whatever con)-
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ments he may deem to be necessary or
desirable. The supervisor shall add to
the file whatever information he may
have concerning the governmental and
commercial value of the invention.

(b) The head of the bureau or office
shall make certain that the Invention
report is as complete as circumstances
permit. He shall report whatever In-
formation may be available In his
agency concerning the governmental
tnd commercial value of the Invention,
snd the foreign countries in which It Is
likely that the invention would be
most useful and /ould have the great-

, estcommercial value.
IN (c) If the employee Inventor requests

f that the Solicitor determine his rights

In the Invention, the head of the
bureau or office shall state his conclu-
slons with respect to such rights.

(d) The hend of th ! bureau or office
shall indicate whether, in his Judg-
ment, the invention Is liable to be used
in the public Interest, and he shall set
out the facts supporting his conclusion
whenever the employee's Invention
report does not contain s'ifficient In-
formation on this =olnt.

96.4 Action by Sol'cltor.
(a) If nn em; 'n’ee Inventor requests

partment in and to any |pvention
made by the employee. -,

(b)(1) Except as Indicated in the sue-,
ceeding paragraphs, (b)(1)—(4), of th?,
section, the Government shall obtain
the entire domestic right, title, and in-
terest In and to any Invention made by
an employee of the Department (I)
during working hours, or (11) with a
contribution by the Government of
facilities, equipment, materials, funds,
or Information, or of time or services
of other government employees on of-
ficial duty, or (111) which bears a direct

relation to or Is made in consequence”

of the official duties of the Inventor.
(2) In anv case where the contrlbn"
jinn nf thp rrvpmTTii-nt. |13 measured
by any one or nmrr.-Qf Lhft.critcrla sgt~
iforth in wvariiBTauh (b)(1) nf thi-~ec-»
J.IQP. to the Invention Is Inr.nfrirlfpt

equitably to justify a requirement of ~\]

magfilKfttffont to the Gpvenimen; ot the

cr.Jre domestic right, title, and Intep~

est In and to .mch invention, or :n any "

case where tfin Govcrnment'hfrE
/Intent Interest In nn Invcntlontd~*

I%%tain the entire domestic rignC/Un~T

KIKIMV u 1]
paragraph (b)(1) of this section),

pursuant to paragraph (e) of 36.2, Jthe25gimilla5lim£ r, shall leave title to

that such determination be made, the
Solicitor shall determine the respec-
tive rights of the employee and of the
Government In and to the Invention.

His determination shall be subjest to_

review by the Commissioner in proper
cases under Executive Orders 1.0096
and 10930 and the rules and regula-
tions Issued by the Commissioner with
the npproval of the President.

<b) If the Government Is entitled to
obtain the entire domestic ripht, title
and Interest in and to nn invention
mntle by an employee of the Depart-
Blent, the Solicitor, subject to review
ythe Commissioner In proper ,
may take such action respecting the
invention as he deems necessary or ad-
visable to protect the Interests of the
United States.

#6.5 ItighU in invention*.

) khe rules prescitilied In thi3 see-
tlon shall he applied in determining
*ne respective rights of the Govern-

ment and of nn employee of the De-

such invention In the employee. 5TO
TectTuWEVET, to tne reservafbirf.A~f.TTr'

- =1pvemment of a nonexclusive, lrewd~

mabjg.j:QyTalty-firew license In thweTiivek 7

mylgn,w.Uh_Dower &g rjnunt~stlblidprsS-1

for all governmental purposes, sudd
reservation, In the terms thcreor, 1D
rppear, where practicable. In any
patent, domestic or foreign, which

may Issue on such Invention.

(3)
paragraphs (b)(1) and (2) of this see-
tlon to the facts and circumstances re-
lating to the mnklng of nny particular
Invention, it shall be presumed that
any invention made by an employee
who Is employed or assigned (i) to
Invent or Improve or perfect nny nrt,
machine, manufacture, or composition
of matter, or (Il) to conduct or perform
research, development work, or both,
or (ill) to supervise, direct, coordinate,
or review Government financed or
conductfd research, development
work, o' both, or (Iv) to net In a liaison
capacity among governmental or non-

1

In applying tho provisions of->



toM

<,

governmer al agencies or Individuals
engaged ' .such work, falls within the
provisio s of paragraph (b)(1) of this
section and it shall be presumed that
any invention made by any other em-
ployee falls within the provisions of
paragraph (b)(2) of this section.
Either presumption may be rebutted
by a showing of the facts and circum-
stances in the case and shall not pre-
clude a determination that these facts
and circumstances justify leaving the
entire right, title and interest in and
to the Invention In the government
.employee, subject toiaw ¢?— ----------m---- N

(4) In any case wherein the Govem-
ment neither (1) obtains the entire do-
mestic right, title, and interest In and
to an invention pursuant to the provi-
sions of paragraph (b)(1) of this sec-
tion, nor (ii) reserves a nonexclusive,
irrevocable, ro> .Ity-free license in the
Invention, with power to grant subli-
censes for all governmental purposes,
pursuant to the provisions of para-
graph (b)(2) of this section, the Solici-
tor, subject to the approval of the
Commissioner, shall leave the entire
right, title, and interest In and to the
invention in the employee, subject to
Inly» =

~ (c) In tho event that the Solicitor de-

termines, pursuant to paragraph (b)
(2) or (4) of this section, that tltlo to
nn invention will be left with an em-
ployee. the Solicitor shall notify the
employee of this determination and
promptly prepare, and preserve In ap-
propriate files, accessible to the Com-
missioner. a written signed, and dated
statement concerning the invention in-
cluding the following:

(1) A description of the invention in
sufficient detail to identify the inven-
tion and show the relationship to the
employee’s duties and work assign-
ment;

(2) The name of the employee and
his employment status, Including a de-
tailed statement of his offlcinl duties
and responsibilities at the time the In-
vention was made; and

(3) A statement of the Solicitors de-
termination and reasons therefor. The
Solicitor shall, subject to consider-
ations of nntlonal security, or public
health, safety, or welfare, submit to
the Commissioner a copy of this writ-
ten statement. This submittal in n case

At —H
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falling within the provisions of para-
graph (b) (2) of thus section shall be
made after the expiration of the
period prescribed in 8§6.6 for the
taking of an appeal, or it may be made
prior to the expiration of such period
if the employees ncqu, *sces in the So-
licitor's determination, The Commis-
sioner thereupon shall review the de-
termination of the Solicitor and the
Commissioner's decision respecting
the matter shall be final, subject to
the right of the employee or the So-
licitor to submit to the Commissioner
within 30 days (or such longer period
as tho Commissioner may. for good
cause, shown in writing, fix In any
case) after receiving notice of such de-
cision, a petition for. the reconsider-
ation of the decision, A copy of such
petition must also be filed by the In-
ventor with the Solicitor within.the
prescribed period.

96.G AppvnN by employees.

(a) i ny employee who Is aggrieved
by a dbformination of the Solicitor
pursuant to 56.5(b) (1) or (2) may
obtain a review of the determination
by filing, within 30 days (or such
longer period as the Commissioner
may for good cause nhown in writing,
fix in any case) after reneh’ng notice
of such determination, tv.o -oples of
t.n appeal with the Commissioner. The
Commissioner then shall forward one
copy of the appeal to the Solicitor.

(b) On receipt of a copy of an appeal
filed pursuant to paragraph (a) of this
section, the Solicitor shall, subject to
considerations of national security, or
public health, safety, or welfare,
promptly furnish both the Commis-
sioner and the Inventor with a copy of
a report containing the following In-
formation about the Invention In-
volved In the appeal:

(1)A copy of n statement containing
tho information specified in 50.6(c),
and

(2) A detailed statement of the
points of dispute or controversy, to-
gether with copies of nny statements
or written arguments that may have
been filed, and of any other relevant
evidence that the Solicitor considered
In making his determination of Gov-
ernment Interest. Within 25 days (°r

150
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such longer period as the Commission-
er may, for good cause shown, fix in
any case) after the transmission of a
copy of the Solicitor's report to the
employee, the employee may file a
reply thereto with the Commissioner
and file one copy thereof with the So-
licitor.

(c) After the time for the employee's
reply to the Solicitor’s report has ex-
pired and if the employee has so re-
quested In his appeal, a date will be set
for the hearing of oral arguments by
the employee (or by an attorney
whom he designates by written power
of attorney filed before, or at the
hearing; end the So.icltor. Unless it
shall be otherwise ordered before the
hearing begins, oral aiguments will be
limited to thirty minutes for each side.
The employee need not retain an at-
torney or request on. oral hearing to
secure full consideration of the facts
and his arguments. He may expedite
such consideration by notifying the
Commissioner when he does not
Intend to file a reply to the Solicitor’s
report.

(d) After a hearing on the appeal, If
a hearing was requested, or after expi-
ration of the period for the inventor's
reply to the Solicitor’'s report, if no
hearing is set, the Commissioner shall
issue a decision on the matter, which
decision shall be final nfter the perlrd
for asking reconsideration expires or
on the date that a decision on a peti-
tion for reconsideration Is finally dis-
posed of. Any request for reconsider-
ation or modification of the decision
must be filed within 30 days from the
date of the original decision (or within
iuch an extension thereof as may be
st't by the Commissioner before the
original period expires). The Com-
missioner’'s decision shall be made
after consideration of the statements
°f fact In the employee's appeal, the
Solicitor's report, and the employee's
reply, buL the Commissioner, ut his
discretion and with due respect to the
rights and convenience of the Inventor
aod the Solicitor, mny cnll for further
statements on specific questions of
fact or toay request additional evi-
dence In i.he form of affidavits or de-
positions on specific fncts In dispute.

M-k« O-HI

§ 6.7 Domestic patent protection.

(a) The Solicitor, upon determining
fhat an invention coming within the
scope of 86.5(b) (1) or (2) has been
made, shall thereupon determine
whether patent protection will be
sought in the United States by the De-
partment for such invention. A contro-
versy over the respective rights of the
Government and of the inventor in
any case shall not delay the taking of
the actions provided for in this sec-
tion. In cases coming within the scope
of $6.5(b) (2), action by the Depart-
ment looking toward such patent pro-
tection shall be contingent upon the
consent of the Inventor.

(b) Where there is a dispute as to
whether paragraphs (b)(1) or (2) ot
§ 6.5 applies in determining the respec-
tive rights of the Government and of
«n employee in and t« » invention,
the Solicitor will determine whether
patent, protection will be sought in the
United States pending the Commis-
sioner’s decision on the dispute, and, If
he determines that an application for
patent should be filed, lie will take
such rights as are specific ' in §0.5(b)
(2), but this shall be withou. prejudice
to acquiring the rights spi Hfled in
56.5 (b) (),) should the Commissioner
so decide.

(c) Where the Solicitor lias deter-
mined to lenve title to an Invention
with an employee under 56.5(b) (2)j
the Solicitor will, upon the filing of an
application for paten, nnd pending
review of the determ,nation by the
Commissioner, take the r*hls speci-
fied iri that paragraph, without preju-
dice to tho subsequent acquisition by
the Government cf the rights speci-
fied In 56 5(b) (1) should the Commis-
sioner SC. decide.

(d) In the event that the Solicitor
determines that an application lor
patent will not be filed on an Inven-
tion mnde under the circumstances
specified In §6.5(b) (1) giving the
Un'/:d States the right to title there-
to, the Solicitor shall subject to con-
siderations of nntlonal security, or
public health, safety, or welfare,
report to the Commissioner promptly
upon making such determination, the
following information concerning the
invention:

\U€l lwi’/\"
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(1) Description of the Invention in
sufficient detail to permit a satisfac-
tory review;

(2) Name of the InVentor and his em-
ployment status;

(3) Statement of the Solicitor’s de-
termination and reasons therefor.

The Commissioner, may, if he deter-
mines that the Interest of the Govern-
ment so requires and subject to consid-
erations of national security, or public
health safety, or welfare, bring the in-
vention to the attention of any Gov-
ernment agency to whose activities the
invention may be pertinent, or cause
the invention to be fully disclpsed by
publication thereof.

§ 6.8 Foreign filing.

(a) By Government. (1) In every case
where the employee has indicated pur-
suant 10 86.2(d)(10). his willingness tc.
assign the domestic patent rights in
the invention to the Government, or
where .'t has been determined pursu-
ant to §6.5 that the Government shall
obtain tha entire domestic patent
rights, the Government shall reserve
an option to acquire assignment of all
foreign rights including the rights to
file foreign patent applications or oth-
erwise to seek protection abroad on
the invention,

(2) The Government's option shall
lapse as regards any foreign country:

(i) When the Solicitor determines
after consultation with the agency
most directly concerned, not to cause
an application to be died in said for-
eign country or otherwise to seek pro-
tection of the invention, as by publica-
tion;

(it) When the Solicitor fails to tuke
action to seek protection of the inven-
tion m said foreign country (a) within,
six months of the filing of an applica-
tion for a United States patent on the
invention, or (6) within six months of
declassification of an invention previ-
ously under a security classification,
whichever Is later.

(b) By Employee. (1) No Department
employee shall file or cause to be filed
an application for patent in any for-
eign country on any invention in
which the Government hits acquired
the entire (foreign and domestic)
patent rights, or holds an unexpired
option to acquire the patent rights J.i

Title 43— Public Lands: Interior

said foreign country, or take any steps
which would preclude the filing of an
application by or on behalf of the
Government.

(2) An employee may file in any for-
eign country where the Government
has not exercised its option acquired
pursuant to 8§G.2(d)(10), to do so. or
determines not to do so.

(3) The determination or failure to
act as set forth In 56.8(a)(2) shall con-
stitute a decision by the Government
to leave the foreign patent rights to
the invention in the employee, subject
to a nonexclusive, Irrevocable, royalty-
free license to the Government in any
patent which may issue thereon in any
foreign country, including the power
to issue sublicenses for governmental
purposes or In furtherance of the for-
eign policies of the Government or
both.

86.9 Publication and public use ot inven-
tion before patent application is Hied.

(a) Publication or public use of an
Invention constitutes n statutory bar
to the granting of a patent for the in-
vention unless p, patent application is
filed within one year of the date of
such publication or public use. In
order to preserve rights in unpatented
Inventions, it shall be the duty of the
Inventor, or of his supervisor if the in-
ventor is not available to make such
report, to report forthwith to the So-
licitor any publication or use (other
than experimental) of an Invention, ir-
respective of whether an invention
report has previously been filed. If M
invention report has not been filed,
such a report, including information
concerning the public use or publica-
tion, shall be filed at once. If an Inven-
tion is disclosed to any person who is
not employed by the Department or
working in cooperation with the De-
partment upon that
record shall be kept of the date and
extent of the disclosure, the name and
address of the person to whom the dis-
closure was made, and the purpose of
the disclosure.

(b) No description,, specification,
plan, or drawing of any nnpatentcd in-
vention upon which a patent npplic4*
tlon Is likely to be filed shall be pub-
lished, nor shall any written dcscriP*
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tion, specification, plan, or drawing of
such invention be fumishtd to anyone
other than an employee of the Depart-
ment or a person working in coopera-
tion with the Department upon that
invention, unless the Solicitor is of the
opinion that the interests of the Gov-
ernment will not be prejudiced by
such action. If any publication disclos-
ing the invention, not previously ap-
proved by the Solicitor, comes to the
attention of the inventor or his super-
visor, It shall be the duty of such
person to report such publication to
the Solicitor.

§6.10 Publicity concerning the invention
after patent application is Tiled.

In order that the public may obtain
the greatest possible benefit from in-
ventions in which the Secretary has
transferable interests, inventions as-
signed to the Secretary upon which
patent applications have been filed
shall be publicized as widely as possi-
ble. within limitations of authority, by
the Department, by the originating
agency, by the division in which the
inventor is employed, and by the in-
ventor himself in his contacts with in-
dustries in which the invention is or
may be useful. Regular organs of pub-
lication shall be utilized to the great-
est extent possible. In addition, it shall
be the duty of the Solicitor, upon
being advised of the issuance cf any
patent assigned to the Secretary, to
take steps towards listing the patent
as available for licensing, where feasi-
ble.

86.11 Condition of employment.

(a) The regulations in this subpart
shall be a condition of employment of
all .nployees of the Department and
shall be effective as to nil their inven-
tions. These regulations shall be effec-
tive without regard to any existing or
future contracts to the contrary en-
tered into by any employee of the De-
partment with any person other than
the Government.

<b) if a patent application Is filed
uPon an invention which has been
blade by an employee of the Depart-
bient under circumstances that entitle
the Government to the entire domes-
tic right, title and Interest In and to
the Invention, but which has not been

.2

reported to the Solicitor pursuant to
the regulations in this subpart, title to
such invention shall immediately vest
in the Government, as represented by
the Secretary, and the contract of em-
ployment shall be considered an as-
signment of such rights.

Subpart B— License*

§6.51 Purpose.

It is the purpose of the regulations
in this subpart to secure for the
people of the United States the full
benefits of Government research and
investigation in the Department of the
Interior (a) by providing a simple pro-
cedure under which the public may
obtain licenses to use patents and in-
ventions in which the Secretary of the
Interior has transferable interests and
which are available for licensing; and
(bj by providing adequate protection
for the inventions until such time as
they may be made available for I'CcCs-
ing without undue -isk ,-i losing
patent protection to which the public
is entitled.

[31 PR 10706, Aug. 13,19661

§ 6.52 Patents.

Patents in which the Secretary of
the interior has transferable interests,
and under which he may Issue licenses
or sublicenses, are classified as follows:

(a) Class A. Patents, other than
those referred to in paragraph (c) of
this section, which are owned by the
United States, as represented by the
Secretary of the Interior, free Iroiti re-

'strictions on licensing except such as
are inherent in Government owner-
ship;

(b) Class B. Patents in which the in-
terest of the United States, as repre-
sented by the Secretary of the Interi-
or, is less than full ownership, or is
subject to some express restriction
upon licensing or sublicensing (includ-
ing patents upon which the Secretary
of the Interior holds a license, patents
assigned to the Secretary of the Interi-
or as trustee for the people ot the
United States, and patents assigned to
the Secretary of the Interior upon
such tern.s as to effect a dedication to
the public);
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(c) Class
rights acquired by the Secretary of
the Interior pursuant to the Act of
April 5. 1944 (50 Stat. 190: 30 U.S.C.
321—325), and any amendments there-
of.

[29 FR 260, Jan. 10. 1964, as amended at 31
FR 10796. Aug. 13, 1966]

§ 6.53 Unpatented inventions.

The Secretary of the Interior may
also have transferable Interests In In-
ventions which are hot yet patented.
In order to protect the patent rights
of the Department, for the eventual
benefit of the public, a license may be
granted with respect to such an inven-
tion only if (a) a patent application
has been filed thereon; (b) the inven-
tion has been assigned to the United
States, as represented by the Secre-
tary of the Interior, and the assign-
ment has been recorded in the Patent
Office: and (c) the Solicitor of the De-
partment is of the opinion that the is-
suance of a license will not prejudice
the interests of the Government in
the invention. Such licenses shall be
upon the same terms as licenses relat-
ing to patents of the same class, as de-
scribed in §6.52.

§ 6.54 Use or manufacture by or for the
Government.

A license is not required with respect
to the manufacture or use of any in-
vention assigned or required to be as-
signed without restrictions or qualifi-
cations to the United .States when
such manufacture or use is by or for
the Government for governmental
purposes. A license or sublicense may
be required, however, for such manu-
facture or use in the case of Class B
patents or patent rights when the
terms under which the Secretary of
the Interior acquires interests therein
necessitate the issuance of a license or
sublicense in such circumstances.

131 PR 10796. Aug. 13. 19601

86.55 Terms of licenses or sublicensea.

Title 43— Public Lands; Interior

C. Patents and patent stated in such license and sublicense.

The terms of licenses and sublicenses
issued under this subpart shall not be
unreasonably restrictive.

(b) To the extent that they do not

conflict with any restrictions to which
the licensing or sublicensing of Class B
patents and unpatented inventions
may be subject, all licenses and subli-
censes relating to Class A and Class B
patents and unpatented inventions
shall be subject to the following terms
and provisions, and to such other
terms and conditions as the Solicitor
may prescribe:

(1) The acceptance of a license or
sublicense shall not be construed as a
waiver of the right to contest the va-
lidity of the patent. A license or subli-
cense shall be revocable only upon a
finding by the Solicitor of the Depart-
ment that the terms of the license or
sublicense have been violated and that
the revocation of ti-i license or subli-
cense Is in the public- interest. Such
finding shall be made only after rea-
sonable notice and an opportunity to
be heard.

(2) Licenses and sublicenses shall be
nontransferable. Upon a satisfactory
showing that the Government or
public will be benefited thereby, they
may be granted to properly qualified
applicants royalty-free. If no such
showing is made, they shall be granted
only upon a reasonable royalty or
other consideration, the amount or
character of which Is to be determined
by the Solicitor. A cross-licensing
agreement may be considered ade-
quate consideration.

(3) Licensees and sublicensees may
be required to submit annual or more
frequent technical or statistical re-
ports concerning practical experience
acquired through the exercise of the
license or subliccnse, the extent of the
production under the license or subli-
cense. and other related subjects.

(4) A licensee or sublicensee manu-
facturing a patented article pursuant
to a license or sublicense shall give

(a) No license or sublicense shall be notice to the public that the article is

granted under any patent in which the
Secretary of the Interior has transfer-
able interests, except as set forth
under these regulations, the terms and
conditions of which shall be expressly

patented by affixing thereon the word
m'patent”, together with the number of
the patent, or when, from the charae-
ter of the article, this cannot be done,
by fixing to It, or to the package in
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which it is enclosed, a label containing
such notice.

(c) Licenses and sublicenses relating
to Class C patents and patent rights
shall be granted upon such terms and
conditions as may be prescribed pursu-
ant to sections 3 and 5 of the Act of

April 5 1944, and an/ wnendments
thereof.

(29 FR 260, Jan. 10. 1964. os amended at 31
FR 10796, Aug. 13. 1986]

96.56 Issuance of licenses.

(a) Any person desiring a license re-
lating to an invention upon which the
Secretary of the Interior holds a
patent or patent rights may file with
lhe Solicitor of the Department of the
Interior an application for a license,
stating:

Cl) The name, address, and cittzen-
ship of the applicant;

(2) The nature of his business.

(3) The patent or invention upon
which he desires a license;

(4) The purpose for which he desires
a license;

(5) His experience in the field of the
desired license;

(6) Any patents, licenses, or other
patent rights which he may have In
the field of the desired license; and

(7) The benefits, if any. which the
applicant expects the public to derive
from his proposed use of the Invention

(b) It shall be the duty of the Solici-
tor, after consultation with the bureau
most directly Interested in the patent
or Invention Involved in an application
for a license, and with the Evaluation
Committee If royalties are to be
chnrged, to determine whether the li-
cense shall be granted. If he deter-
mines that a license Is to be granted,
he shall execute on behalf of the Sec-
retary, an appropriate license.

**137 Kvulimllon Committee.

At the request of the Solicitor, an
Evaluation Committee will be nppolnt-
ed by the Secretary to recommend
royalty rates with respect to any pat-

ents or inventions for which royalties
may be charged.

PART 7 EMP LOYEES INTEREST IN
ANDS AND RESOURCES

7.1 Authority.

7.2 Definitions.

7.3 Prohibition.

7.4 Exceptions.

7.5 Multiple Use Advisory Boards.

7.6 Applications for a farm unit. m

7.7 Requests for advice.
7.8' Penalty.

Authority:

US.C. 11

Source 27 FR 3812, Apr. 20, 1962, unless
otherwise noted.

971 Authority.

The regulations in this part are
based on <a) s'i.i.ion 161 of the Revised
. Statutes (5 J.S.C. 22) which author-
izes the Secretary of the Interior to
prescribe regulations not Inconsistent
with law for the government of his De-
partment and the conduct of its offi-
cers and employees; and (b) section
452 of the Revised Statutes (43 U.S.C.
11) which prohibits employees of the
Bureau of Land Management from di-
rectly or Indirectly purchasing or be-
coming interested in the purchase of
any of the public land, and which pro-
vides that any person who violates the
section shall forthwith be removed
from his office.

97.2 Definitions.

(a) The term "employee" as used In
Shls part includes nny person em-
ployed by the Department of thp Inte-
rior, or nny of its bureaus or offices
however designated.

(b) The term "Interest" means any
direct or indirect ownership In whole
or in part of the lands or resources In
guestion, or any participation in the
earnings therefrom, or the right to
occupy or use the property or to take
any benji.ts therefrom based upon a
lease or rental agreement, or upon any
formal or Informal contract with a
person who has such an interest. It In-
cludes membership in a fhrn, or own-
ership of stock or other securities in a
corporation which lias such an Inter-
est: Provided, That stock or securities
traded on the open market may be
purchased by an employee If the ac-

Wr-
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REPORT TO THE LEGISLATURE
PURSUANT TO, SEC. 45, CH. 143, SLA 1982
Introduction

In the last days of the 1982 legislative session, the
following floor amendment to HCS CSSB 535 (2d Jud) am H, offered
by Representative Brian R.ogers, was adopted and became part of
ch. 143, SLA 1982:

Sec. 45. The Alaska Code Revision Commis—

sion shall, after consultation with the

Department of Law and the Division of Tele—

communications Systems, conduct a comprehen—

sive study of laws relating to computers and

telecommunications systems. The Commission

shall make recommendations to the First

Session of the Thirteenth Legislature con—

cerning offenses involving computer equipment,

offenses against intellectual property, and

privacy implications of computer and tele—

communications uses.

This report is in response to the quoted section.

l. STUDY OF LAWS RELATING TO COMPUTERS AND TELECOM
MUNICATIONS SYSTEMS.

The first sentence of the section calls for a compre—
hensive study of laws relating to computers and telecommunications
systems. Fortunately for the limited resources the commission had
to conduct a study, there is a comprehensive review of state laws
in this field printed in Jurimetrics Journal, Volume 20, Number 3,
Spring 1980. This "Digest and Analysis of State Legislation Re—
lating to Computer Technology"™ authored by John C. Lautsch,
Appendix A to this report, 1is brought up to date with our addi—
tions. It i1s supplemented by copies of the principal Alaska laws
referred to in this study. Some are in other appendices according
to subjec™ matter. Some of the more general laws on telecommuni—
cations are grouped together in Appendix B. Copies of the texts
of laws from other states that we obtained for this study gen—
erally are not forwarded with this report but are available for
review and copying in the office of the code revision commission,

Room No. 5, 110 Seward Street, Juneau.



Although some rudimentary understanding of existing and
potential future federal law is useful toward determining what,
it any, Alaska legislation should be enacted, an exhaustive study
of federal law is beyond the scope of this study. Existing
federal statutes that may be pertinent to the study are listed
in Appendix K, at page 17.

One potential future federal law iIn the subject area of
this report is a "Federal Computer Systems Protection A.ct'. It
iIs HR 1092 in the 98th Congress, known as "the Nelson bill" for
its sponsor, Representative Bill Nelson of Florida. Since it
would make a federal crime of various acts relating to computers,
it 1s discussed iIn a section on computer crime later in this re—
port. (See Appendix U)

Laws making computer crime a separate category of
state crime have been enacted in some sixteen states. They are
discussed in the general survey of stalt. laws (Appendix A) ; the
texts are appendved as Appendix P to the separate section of
this report on computer crime.

In the Lautsch study (Appendix A) a question 1is raised
about Alaska®"s having placed central control over all state
computers in the Department of Administration, an agency of the
executive branch of government. Cases are there discussed deal —
ing with constitutional separation of powers 1issues raised in
other states. ApDendix A, pages 204-207; see especially, Opinion
of the Justices to the House of Representatives, 309 N.W.2d 476
(Mass. 1974). There being obvious advantages to centralization,
the legislature should at least be aware that the central control
provided in AS 44.21.150--44.21.170 (included in Appendix B) may
b~ challenged on constitutional grounds.

Beyond this, the Lautsch study shows Alaska®s adoption
of various comput.er-related statutes 1in comparison to the other

states and does not single out Alaska as noteworthy.



Since Appendix A, these notes, and related appendices,
comprise the general study called for by the firot sentence of
sec. 45, ch. 143, SLA 1982, this report proceeds to what is
called for by the second sentence of that section.

I1.  PRIVACY.

"Privacy implications of computer and telecommunications
uses" 1s a broad subject or a relatively narrow one depending
upon one"s focus.

Here we briefly treat tie broad concept of privacy a?d
then go to more specific applicati.ons of the right to privacy as
it applies to computers and telecommunications.

The law on privacy in Alaska starts with Article I,
Section 22 of the Alaska Constitution:

The right of the people to privacy 1is

recognized and should not be infringed.

The legislature shall implement this

section.

The right has been construed by the state supreme court in sev—
eral decisions, generally in ways not related to computers and
telecommunications. (The section is fully annotated in Volume 1
of Alaska Statutes and citations are not repeated here. Cita—
tions are also set out in Appendix A at pages 223-224.) The
court®s decision in State v. Glass, 585 P.2d 514 (Alaska, 1978),
should be noted especially. That case involved use iIn evidence

of a recording of a telephone conversation made by investigators
with the consent of only one of the participants to the conversa—
tion, the court holding the other participant®s constitutional
right to privacy was abridged. Since the telephone is the primary
telecommunication device, whether it is used in voice transmis—
sion or in nonverbal communication with a computer, the case

has broad application. Alaska®"s "right to privacy" covers com—
mercial privacy as well as individual privacy: It protects the
privacy of certain business information, the disclosure of which
would advantage a competitor. Woods and Rohde v. State Dept, of

Labor, 565 P.2d 138 (Alaska, 1977).



The constitutional right to privacy, specific in the
Alaska Constitution, implied in the U.S. Constitution (see
Harlan concurrence in Katz v. United States, 389 U.S. 347 (1967),
the reasoning adopted for Alaska in Glass, supra) is not abso—
lute. In the case of public records there is continuous tension
between the right to privacy and the public information laws.
Confidentiality of certain information is required by numbers of
Alaska statutes. Records that are protected as confidential in—
clude certain vital statistics, medical, tax, employment security,
social services, state loans, oil and gas, educational and crimi—
nal justice records. But the public’s "right to know"™ 1is a
countervailing interest, a right that often collides with the
right to privacy. The Alaska and federal public information law,
AS 09.25.110--09.25.120 and 5 U.S.C. 8552 and the Privacy Act
of 1974, 5 U.S.C. 8552a, are attached as Appendix C.

The conflict between privacy and openness is explored
in several opinions of the Attorney General, copies of which are
retained and available in the files of the code revision commis-
sion.

Regulations were adopted in 1982 on procedures that
apply under the state"s freedom of information act, AS 09.25.-
110- 09.25.120. The regulations, 6 AAC 95.010--6 AAC 95.900,
deal in part with the conflict betV7een laws that protect privacy
and those that promote openness in government. Generally, the
same regulations apply to information whatever its form. How—
ever, 6 AAC 95.140 contains special provisions on information
that must be decoded or otherwise converted. The section puts
the burden on the requestor tc decode or convert. By its terms
the section could apply to any record in a computer or on a
magnetic tape, since the record must be converted to be read.
According to Assistant Attorney General Tom Jahnke, however, the
section iIs not intended to apply to a record in a computer or on

tape i1f the record can be printed out without decoding. Jahnke®s
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section analysis of the regulations and the regulations themselves
are attached as Appendix D. We 1invite attention to Jahnke®s
explanation of 6 AAC 95.140.

The freedom of information act, AS 09 .25.110--09.25.-
120, as distinguished from the regulations that implement it,
does not deal specially with records in computer storage and
apparently requires the state to call up a requested record from
storage for inspection no matter what means of storage 1S used.
Therefore, although our focus here is on privacy rather than on
public access, we note that a question might)be raised about
validity of the restrictions on access in 6 AAC 95.140.

Computers are central to the Alaska Justice Informa—
tion System (AJIS), and nowhere in the state®s regulations is
the tension between privacy and public access to information in
computers more thoroughly dealt with than in AJIS regulations.
The system with its computer access to criminal history record
information and the broader category of criminal justice infor—
mation Is the subject of AS 12.62 and regulations 6 AAC 60.

AJIS 1s overseen by the Governor®s Commission on the Administra—
tion of Justice and i1ts functionary, the Alaska justice informa—
tion coordinator, as provided in AS 44.19.122. These statutes
and regulations are attached for reference. Appendix E.

In most states privacy in relation to computers and
telecommunications 1is considered largely a practical problem of
implementing existing law on what information is to be kept con—
fidential. It is possible to construct a separate system of
requirements for businesses and governmental units that keep
personal data in their computer memory banks, of course. An
example 1s the Computer Privacy Act included in 1978 Suggested
State Legislation of the Council of State Governments (Appendix F).

Since 1978 when that broad Act was suggested, the mini—
computer has come into common use. The headnote to the Computer

Privacy Act i1s a good resume of the registration and reporting

-5-



requirements of that act. From i1t we can judge whether the act
Is practical given the proliferation of computer use. Even
before the explosion in minicomputers often with ties to larger
business computers, voices were raised warning that the perva—
sive regulation provid* by such statutes was an inflationary
pressure hard to quantify and isolate, and urging relative sim—
plicity in the legislative scheme to protect against invasion of
privacy. (Appendix A, p. 210)

Attached 1s a Uniform Information Practices Code drafted
as proposed uniform legislation by the National Conference of
Commissioners on Uniform State Laws in 1980 (Appendix G). No
states have adopted the uniform law.

Also attached is a Privacy Act included in 1978
Suggested State Legislation of the Council of State Governments
(Appendix H) . The various model and uniform acts overlap each
other and cover some ground already covered by Alaska and other
states” laws.

An explanation precedes each of these model and uniform
acts in the appendices, drafted in a way favorable to the Act in
each instance.

As noted, there are attached as appendices three infor—
mation practices codes, one from the National Conference of Com—
missioners on Uniform State Laws and two from the Council of
State Governments. Although there are differences between the
codes and differences especially in the scope of their coverage,
they have a common ancestry in federal studies published in 1973
and in 1977. The 1973 Report of Mie Secretary®"s Advisory Com—
mittee on Automated Personal Data Systems, Department of Health,
Education and Welfare, entitled "Records, Computers and the Rights
of Citizens" 1is attached as Appendix I. This report resulted
in enactment of the U.S. Privacy Act of 1974, PL 93-579, 5 U.S.C.,
8552a, to regulate the computerized personnel record keeping of

federal agencies. The 1973 report was followed in 1977 by the



report of the federal Privacy Protection Study Commission,
attached as Appendix J. The history and influence of these
studies is set out in J. Lautsch, "Law and Computer Privacy in
the States of the USA,"™ 1 Information Privacy 100, at 101-102,
attached as Appendix K.

The basic parts of this "information-practices"™ approach
to computer privacy, contained in each of the codes are:

(1) the establishment of notice (disclosure) require—
ments ;

(2) the establishment of standards for the use of per—
sonal information;

(3) legislar.iiig specific record keeping rules for
accounting for and access to personal i".formation;

(4) the establishment of a right of inquiry; and

(5) a right of inspection and challenge.
Lautsch (Appendix K, at pp. 101-102) explains each of these
concepts and follows with acknowledgment if cheir usefulness as
social policy but criticises their enactment into detailed
state statutory requirements. According to Lautsch in his com—
puter privacy article (Appendix K at p. 101N, the concepts of the
influential 1973 report to the secretary were never intended to
be lifted out in total to form statutory enactments. However,
that has been the result in some states. Lautsch in his general
survey (Appendix A, at p. 216), includes Alaska"s law on security
and privacy in the Criminal Justice Information System among the
laws of sixteen states where some aspects of the "information
practices"™ approach is adopted. He also lists AS 18.23.030 in
this category, but that categorization is scarcely justified.
Arid so far Alaska has not seen fit to enact anything comparable
to the general information practices codes, Appendices F, G,
and H.

Principal federal laws on information privacy are

listed in Lautsch, "A DP Management Guide to Privacy Legislation”,
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a publication of Aurbach Publishers, Inc. (Appendix L, at p. 17).
The collected federal citations are followed by citations to
selected state laws. That publication is included in the report
for an excellent discussion of the constitutional basis for a
federal right to privacy, as well as for an overview of pertinent
federal statutes.

111. INTELLECTUAL PROPERTY.

This study is to include "recommendations . . . con—
cerning offenses against intellectual property” (sec. 45, ch.

143, SLA 1982).

The subject will be further treated as part of "compu—
ter crime”™, a later section of this report. However, since one
immediately associates intellectual property with copyright law,
some mention is made of copyrights.

In outline the recommendation is simple: No good
reason appears for the state to legislate on copyrights.

It is a field regulated by Congress under the commerce
clause. If copyrighting in relation to computer and telecommuni—
cations is not a field preempted by Congress, it is all but pre—
empted, and the chance of an unconstitutional state enactment
IS great. A statutory expression of this preemption is in 17
U.S.C. 8301(a). It declares that as to rights covered by the
1976 Copyright Act " . . . no person is entitled to any such
right or equivalent right in any such work under the common law
or statutes of any State.”" The 1976 Copyright Act, Pub. L. 94-
553, 90 Stat. 2572, 17 U.S.C. 8101, et seq., resulted after
decades of effort to modernize copyright law. Even so, 1t leaves
open some questions on computer technology, apparently for future
federal legislation, by the following section:

Sec. 117. Scope of exclusive rights: Use

in conjunction with computers and similar

information systems.

Notwithstanding the provisions of sections
106 through 116 and 118, this title does not



afford to the owner of copyright in a work
any greater or lesser rights with respect to
the use of the work in conjunction with
automatic systems capable of storing, pro—
cessing, retrieving, or transferring informa—
tion, or iIn conjunction with any similar
device, machine, or process, than those
afforded to works under the law, whether
title 17 or the common law or statutes of a
State, in effect on December 31, 1977, as
held applicable and construed by a court in
an action brought under rhis title.

Reed C. Lawlor, a California patent attorney, summari—
zes the "prevailing views under the old 1909 law and under the
new 197b law" ("CONTU"™ in the following quotation means the
Commission on New Technological Use of Copyrighted Works, a
presidential commission):

1. It is generally agreed that computer

programs are copyrightable under the old

law, at least in written or printed form.
There 1i1s hardly any question that this 1is
also the case under the new law.

2. There are some who argue that when a
program is in a machine-readable form it 1is
not protected under the old copyright law.
But under the new law programs in machine-
readable form are protected, if such pro—
tection 1is constitutional.

3. There 1is a general belief that copying
of a computer program that is in machine-
readable form does not constitute copyright
infrin?ement under the old law. But it 1is
generally agreed that, except for a consti—
tutional question, making a machine-readable
copy of a machine-readable program consti—
tutes copyright infringement under the new
law. This should also apply to loading pro—
gram into a computer memory. At one point
CONTU seems to interpret the law to mean
that copying of a program into computer
memory is a "use" under present Section 117
(CONTU Report page 30). But i1t also makes

a strong statement to the contrary. (CONTU
Report page 31)

4. There 1s little question that a pro—
prietor of a computer program had a common
law right to treat the program as a trade
secret under the old law and to license or
lease the program as a trade secret and to
receive oayment in terms of the execution
time of the program, as well as on a weekly
or monthly basis, or possibly in other ways.



5. But under Section 117, the protection

remains almost the same as under the old law

as far as program execution 1is concerned,

whatever that 1is.

Lawlor, ™A Proposal for Strong Protection of Computer Programs
Under the Copyright Law,”™ Jurimetrics Journal, Fall 1979, at
18-29.

Lawlor, in his article, outlines proposals for revi—
sion and extension of the 1976 Copyright Act made by CONTU,
the commission appointed by President Ford in 1975 that worked
for three years on the subject. Lawlor also outlines his own
different proposals. At the heart of the issue iIs the traditional
common law limitation on copyright--the concept that ideas are
in the public domain, free for use by anyone. It is only the
way in which they are expressed that may be protected by copy—
right .

It i1s on the national level that these issues over
technological property must be worked through, and the influence
of Alaskans should be expressed through the routes available in
the federal systenm.

There 1s little in existing Alaska law on intellectual
property, except as noted in the followix"ig section on computer
crime. Perhaps the single exception i1s AS 45.50.330- 45.50.430
on protection of copyrighted musical compositions. (Appendix
M) It is old law carried over from ACLA 1949. We have been un—
able to determine whether there aave been prosecutions under the
anti-monopoly provision of the law, or what the level of compli—
ance 1s with the filing requirements of the law, but we find
there are some current filings under it.

IV. COMPUTER CRIME.

"A computer crime 1is defined as any illegal act for
which knowledge of computer technology is essential for its per—
petration, 1investigation, or prosecution (U.S. Department of

Justice, 1979). Computer crime can be divided into two main
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categories. In the first category, the computer is a tool of a
crime, such as fraud, embezzlement, and theft of property; or it
can be used to plan or manage a crime. In such crimes, the
criminal offense is clear: The perpetrator is directly gaining
money or property for himself or another and uses the computer in
the act. In the second category, the: computer is the object of
a crime, such as sabotage, theft or alteration of computerized
data, and theft of computer services. |In the latter category,
data represent money directly, for instance in Electronic Fund
Transfer Systems, or indirectly in the costs of replacing erased
or altered data or the costs represented by the loss if data are
disclosed or used without authorization. Thus, underlying the
definition of computer crime 1is the concept that data represent
money." (Extract from Appendix Q)

A growing number of states have concluded that special
computer crime legislation in one form or another is needed (see
Lautsch report, Appendix A). Some have adopted legislation
patterned after the model proposed by the National Association
for State Information Systems (NASIS). Its "Guidelines for
Development of Computer Crime Legislation™, a 1979 publication
with sample bill attached is Appendix N. The Alaska bill 1in
the Twelfth Legislature, HB 419 (Appendix 0), is a somewhat over—
simplified version of that model bill. (The NASIS model was
also included in 1981 Suggested State Legislation of the Council
of State Governments.)

Attached as Appendix P are computer crime statutes of
the states that have enacted statutes in the category.

Although no one denies there is computer crime, 1Its
relative incidence is disputed. Director of the National Compu—
ter Crime Data Center Jay Becker, one of the authorities in the
field, asserts that

Non-reporting represents a serious problem

Iin the area of computer crime--far more

than i1s even the case with white-collar
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crime in general. [IBM and the U.S. Chamber
of Commerce estimate that no more than 157.
of all computer crime is reported. Several
reasons appear to lie at the base of this
non-reporting. A primary one is the fear on
the part of businesses that admitting their
computer’s fallibility will have a severe
effect on their customersl confidence in the
business operations. Additionally, busines—
ses may well assume that local law enforce—
ment agencies do not have the expertise to
deal with computer crimes. The third pos—
sible factor i1s the absence of the usual

"old boy" networks through which company
security personnel might become familiar
with local law enforcement officers who are
interested and experienced iIn investigating
computer crime cases.

A good overview of the problems to be met by enacting
computer crime statutes--as well as some analysis of existing
state laws--1s a paper prepared for an International Commercial
Crime Conference, October 1981, by DonnParker of SRI Interna—
tional, Appendix Q. It is a guide to the kinds of computer
abuses that criminal law3 seek to control.

Bringing a local focus to these problems, Carl Krefting,
Deputy Director of the Division of Data Processing in the Alaska
Department of Administration, has put together scenarios--computer
abuses that can occur, and In some instances have occurred, 1iIn
use of the state"s computers (Appendix R).

Any number of articles in the popular press have covered
certain spectacular computer crimes and attempted computer crimes.
A sample from Business Week, April 20, 1981, pp. 81-92 1is enclosed
as Appendix S. It includes discussion of such popular subjects
as the $21.3 million embezzlement by computer from Wells Fargo
Bank. But for the purpose of our study, the following iIn 1its
discussion of encryption (scrambling) 1is more striking:

Some vendors have had more luck selling

encryption to security-minded oil companies,

possibly becuase the only known tap on a

data line involved information on oil lease

bids that was stolen during transmission

from an o1l company®s computer in Texas to

its terminal in Alaska. The victimized

company, which private investigators re—
fuse to identify, became suspicious when it
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was narrowly outbid at many lease sales.

It commenced an investigation that turned

up a wiretap a few miles down the road from

its Alaska terminal.

Television, too, has had its share of spectaculars
about computer crime. One 1is a well done NOVA program on PBS,
a transcript of which is retained and available upon request of
the code revision office.

The amount of material available on computer crime makes
selection difficult. However, 1f one is seeking a single guide
a 1979 Criminal Justice Resource Manual on Computer Crime, pub—
lished by the Bureau of Justice Statistics, U.S. Department of
Justice, 1is a suitable single source. The "Executive Summary and
Guide"™ and table of contents of its 400 pages are attached as
Appendix T. The volume 1s retained for use through the code
revision office, Juneau, and additional copies are readily avail—
able.

Near the start of this report we mention the "Nelson
Bill", HR 1092 in the 98th Congress, a bill that would create a
"Federal Computer Systems Protection Act of 1983". The bill and
the materials used by Representative Nelson of Florida iIn ex—
plaining the purpose of the bill are Appendix U. In a hearing
on HR 3970, an earlier version of the bill, in September 1982,
there was only luke warm support for it. At that hearing, Rep—
resentative Nelson asserted that studies dealing with the need
for federal legislation on computer crime are requested of the
Library of Congress and the Office of Technology Assessment. We
have asked for copies of the studies when they are available, and
we will be mailed a copy of the hearing transcript when 1t 1is
printed. When received, these things will be retained and avail—
able iIn the code revision commission office as a part of this
study.

Generally Alaska®s criminal laws relating to informa—

tion do not deal with information in computers as a separate



species. The crime of tampering with public records (AS 11.56.-
820, Appendix V) 1is general without special reference to com—
puters. As noted later in this report, any state records are
confidential. However, computer storage of and access to these
records has not brought about special statutes. The misuse of
public records 1s a general crime (AS 11.56.860, also in Appendix
V) and misuse of confidential records is also made a crime in the
various statutes relating to specific confidential records. But
computerized records are not separately covered, with the excep—
tions noted below.

Although it is mentioned iIn the section on privacy
earlier in this report, we refer again to the Alaska Justice In—
formation System (AJIS) and note that it establishes both civil
and criminal penalties for breaching the privacy provisions of
AS 12.62. (Reference Appendix E, especially AS 12.62.010)

Existing Alaska criminal law especially directed
toward computers includes AS 11 ,,46.985:

Sec. 11.46.985. DECEIVING A MACHINE. In

a prosecution under this chapter for an

offense chat requires “deception® as an

element It iIs not a defense that the

defendant deceived or attempted to deceive

a machi; e. For purposes of this section,

"machine® includes a vending machine, com—

puter, turnstile, or automated teller machine.

A part of the general criminal code revision that took effect in
1980, i1t is unique among state laws. Its effectiveness has not
been tested.

Perhaps more significant is an amended definition of
intangible property in ch. 143, SLA 1982. As revised the defini—
tion that applies throughout the criminal code, AS 11, 1is:

Sec. 11.81.900(b) (44) "property® means an

article, substance, or thing of value, in—

cluding money, tangible and intangible per—

sonal property including data or information

stored in a computer program, system, or

network, real property, a credit card, a
domestic pet or livestock regardless of value,

-14 -



choses-in-action, and evidence of debt or of
contract™ |[,] a commodity of a public
utility such as gas, electricity, steam, or
water constitutes property but the supplying;
of such a commodity to premises from an out—
side source by means of wires, pipes, con—
duits , or other equipment is considered a
rendition of a service rather than a sale or
delivery of property; (The 1982 insertions
and deletions are shown.)

Although the amendment seems no more than a clarification of
existing law, i1ts effect i1s to evoke possible prosecutions of
computer-related property crimes that might not have been suc—
cessfully prosecuted under the former definition.

A printout of the many criminal statutes that are
affected by this amendment to the definition of ,property” is
retained in the code revision commission office, and it may be
readily duplicated on the legislature®s computer and provided to
a user of this report. For a ready concept of the pervasiveness
of property crimes that can be "computer crimes" by virtue of
AS 11.81.900(b)(44), following are the titles of the code sections
affected by the revised definition:

Sec. 11.41.510. ROBBERY IN THE SECOND DEGREE.

Sec. 11.41.520. EXTORTION.

Sec. 11,41.530. COERCION.

Sec. 11.46.100. THEFT DEFINED.

Sec. 11.46.110. CONSOLIDATION OF THEFT OFFENSES:
PLEADING AND PROOF.

Sec. 11.46.120. THEFT IN THE FIRST DEGREE.

Sec. 11.46.130. THEFT IN THE SECOND DEGREE.

Sec. 11.46.140. THEFT IN THE THIRD DEGREE.

Sec, 11.46.150. THEFT IN THE FOURTH DEGREE.

Sec. 11.46.160. THEFT OF LOST OR MISLAID PROPERTY.

Sec. 11.46.180. THEFT BY DECEPTION.

Sec. 11.46.190. THEFT BY RECEIVING.

Sec. 11.46.200. THEFT OF SERVICES.

Sec. 11.46.210. THEFT BY FAILURE TO MAKE REQUIRED
DISPOSITION OF FUNDS RECEIVED OR HELD.

Sec. 11.46.220. CONCEALMENT OF MERCHANDISE.

Sec. 11.46.230. REASONABLE DETENTION AS DEFENSE.

Sec.. 11.46.260. REMOVAL OF IDENTIFICATION MARKS.

Sec. 11.46.270. UNLAWFUL POSSESSION.

Sec. 11.46.280. ISSUING A BAD CHECK.

Sec. 11.46.285. FRAUDULENT USE OF A CREDIT CARD.

Sec. 11.46.290. OETAINING A CREDIT CARD BY FRAUDULENT
MEANS.

Sec. 11.46.300. DURGLARY IN THE FIRST DEGREE.

Sec. 11.46.310. BURGLARY IN THE SECOND DEGREE.

-15-



Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.

Sec.
Sec.
Sec.
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Sec.
Sec.
Sec.
Sec.
Sec.
Sec.

Sec.
Sec.
Sec.

Sec.
Sec.
Sec.
Sec.

Sec.

Sec.
Sec.
Sec.

Sec.
Sec.

Sec.
Sec.
Sec.
Sec.
Sec.
Sec.

Sec.
Sec.

Sec.
Sec.
Sec.

Sec.

11.81.

.320.
.330.
.340.
.400.
.410.
.430.
.450.

.480.
.481.
.482.
.484.

210.
.130.
.270.
.280.
-250.
-350.

615.

CRIMINAL TRESPASS IN THE FIRST DEGREE.
CRIMINAL TRESPASS IN THE SECOND DEGREE
DEFENSE: EMERGENCY USE OF PREMISES.
ARSON IN THE FIRST DEGREE.

ARSON IN TEE SECOND DEGREE.

CRIMINALLY NEGLIGENT BURNING.

FAILURE TO CONTROL OR REPORT A
DANGEROUS FIRE.

CRIMINAL MISCHIEF IN THE FIRST DEGREE.
CRIMINAL MISCHIEF IN THE SECOND DEGREE
CRIMINAL MISCHIEF IN THE SECOND DEGREE
CRIMINAL MISCHIEF IN THE THIRD DEGREE.
CRIMINAL MISCHIEF IN THE FOURTH DEGREE
LITTERING.

FORGERY IN THE FIRST DEGREE.

FORGERY IN THE SECOND DEGREE.

FORGERY IN THE THIRD DEGREE.

CRIMINAL POSSESSION OF A FORGERY
DEVICE.

CRIMINAL STIMULATION.

OBTAINING A SIGNATURE BY DECEPTION.
OFFERING A FALSE INSTRUMENT FOR
RECORDING.

CRIMINAL IMPERSONATION.

SCHEME TO DEFRAUD.

MISAPPLICATION OF PROPERTY.

FALSIFYING BUSINESS RECORDS.
COMMERCIAL BRIBE RECEIVING.

COMMERCIAL BRIBERY.

DECEPTIVE BUSINESS PRACTICES.
MISREPRESENTATION OF USE OF A
PROPELLED VEHICLE.

DEFRAUDING CREDITORS.

DETERMINATION OF VALUE; AGGREGATION
OF AMOUNTS.

DECEIVING A MACHINE.

DEFINITIONS.

INTERFERENCE WITH OFFICIAL PROCEEDING.
MAKING A FALSE REPORT.

RIOT.

MISCONDUCT 1 i/0LVING WEAPONS IN THE
SECOND DEGREE.

PROMOTING PROSTITUTION IN THE THIRD
DEGREE.

FORFEITURE.

DEFINITIONS.

CLASSIFICATION OF OFFENSES.
JUSTIFICATION: USE OF FORCE IN
DEFENSE OF PROPERTY AND PREMISES.
OFFENSES DEFINED BY AGE OR VALUE.

Against these two Alaska criminal statutes--AS 11.46.-

985 and AS 11.81.900(b)(44)- and their effect upon other Alaska

criminal statutes one can juxtapose the nearest thing to a ’hodel

law on computer crime.

It is contained in a 1979 report of the

Standing Committee on Security, Privacy and Confidentiality of

the National Association for State Information Systems. The re-
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port, called "Guidelines for Development of Computer Crime Legis—
lation” has been referred to earlier in this section and 1is
Appendix N.

This sample law, modeled after the Florida Computer
Crimes Act, Fla. Stat. Ann., &3815.01--815.07 (West Supp.), 1is
a suitable prototype for Alaska, assuming, after a study of the
foregoing report, a finding by the legislature that there is a
need in Alaska for legislation making crimes of

(1) misconduct involving the intellectual property
that 1s i1n a computer (like confidential or secret information)
or used with a computer (like a program),

(2) misconduct involving computer equipment or supplies
(damaging, sealing, modifying it),

(3) misconduct involving computer usage.

The model (NASIS) act makes separate crimes of misconduct in
these three areas.

It is the tentative view of the code revision commission
that a statute like the NASIS sample is desirable to fill gaps 1iIn
Alaska®"s criminal law. However, this report has not yet been
circulated. We believe the report will best serve a useful pur—
pose If 1t leaves questions open until more persons actively
involved in the subject areas of the report have been heard from.

Should the legislature so direct, the code revision
commission can circulate the report for review and written
comment during the interim between sessions and provide what 1is
received to an appropriate committee of the legislature as it
convenes in 1984.

It is likely, too, that more helpful material on com—
puter crime will become available during the interim. Due late
in the summer or in early fall is a report being prepared by
Jay BloomBecker, Director of the National Center for Computer

Crime Data, for the U.S. Senate Judiciary Committee. It will
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list the experience of the various states with their computer
crime statutes, and should be relevant to Alaska’s legislative
decision-making. The studies being done for the U.S. House Judi—
ciary Committee, earlier referred to, may also be completed be—
fore the second session of our Thirteenth Legislature. Legisla—
tures, state and national, are feeling their way. As more

evidence comes in, we will provide Iit.
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Introduced: 1/18/83

Referred: State Affairs and
Judiciary
BY THE RULES COMMITTEE BY
REQUEST OF THE LEGISLATIVE
COUNCIL (for the Blue
Ribbon Commission on the
IN THE SENATE State Personnel Act)

SENATE BILL NO. 59
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act relating to government interests in intellec-

tual work products developed at the expense of the

state."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 39 is amended by adding a new chapter to read:
CHAPTER 52. INTELLECTUAL PROPERTY DEVELOPED
AT THE EXPENSE OF THE STATE.

Sec. 39.52.010. RIGHT TONINTELLECTUAL-WORK-PRODUCIT.] (a) Except
as provided in AS 39.52.040 and AS 14.40.345, all right, title, and
interest in and to an intellectual work product of any kind that 1is
subject to the trademark, copyright, or patent laws of the United
States or this state or any foreign country that is developed by a

Apublic officer or employee, or a person under contract with the state

TcC3CZTv=T

" 1s the property of the state if developed
- (1) during working hours;

(2) with the contribution of the state beyond what 1is
available to the public in general in the form of facilities, “quip-
ment, materials, money, or information, or of time or services of
another public officer or employee in the course of state employmeut
or another person under contract with the state; or

(3) in connection with the official duties of the public
officer or employee or the person under contract, including butj;—not-
limited to circumstances in which the public officer or employee or

the person is employed or assigned to
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(A) produce or improve an intellectual work product;

(B) conduct or perform research, development work, or
both;

(C) supervise, direct., coordinate, or review state
financed or conducted research, development work, or both; or

(0) act in a liaison capacity amovig governmental or
nongovernmental agencies or individuals engaged in such work.

(b) If a public officer or employee or a person under contract
with the state develops an intellectual work product that is the
property of the state, the developer is obligated to

(1) fully and promptly disclose the intellectual work
product to the Alaska Council on Science and Technology (AS 44.21.-
241); i ,

(2) assign to the state the enfeirpe right, title, and inter-
est in and to the intellectual work product if not already waived by
signing of a general waiver upon commencement of employment in accor-
dance with AS 39.05.160 or as part of a contract for services; and

(3) upon request by the council, execute and reasonably
assist in the prosecution of an application for a trademark, copy-
right, or patent.

(c) If the state has a right to an intellectual work product
under (a) of this section but the council decides that i1t iIs 1inadvis-
able to prosecute an application for trademark, copyright, or patent,
the council, on behalf oi the state, may, after consultation with
affected state agencies,

(D) waive all right, title, and interest 1in and to the
intellectual work product; or

(2) waive all right, title, and interest in and to a trade-

mark, copyright, or patent but reserve a nonexclusive, 1irrevocable,

SB 59 -2-
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royalty-free license in the intellectual work product with power to
grant licenses for all governmental purposes.

Sec. 39.52.020. COUNCIL AUTHORIZED TO GRANT MONETARY RECOGNITION
FOR CREATION OF INTELLECTUAL WORK PRODUCT. (a) The council is autho—
rized to give monetary recognition to a public officer or employee who
develops an intellectual work product that 1is the property of the
state and whodischarges the obligations set out in AS 39.52.010.

(b) Thecouncil shall de_irmine the guidelines, terms, and
conditions, as well as amount, source, distribution, and manner of
payments under (@) of this section. The council shall consider the
actual or potential value of the intellectual work product in terms of
revenue or reduced operating costs to the state.

Sec. 39.52.030. ARBITRATION OF DISAGREEMENTS. (€)) Disagree—
ments between a public officer or employee or a person under contract
with the state and the council pertaining to ownership of an intellec—
tual work product or obligations of the respective parties shall be
disposed of by

(1) voluntary arbitration of all relevant issues, if the
disagreeing parties agree to be bound by the decision upon arbitra—
tion;

(2) compulsory » bitration if that is provided for in any
applicable contract between the disagreeing parties; or

(3) recourse to the court if arbitration cannot be resorted
to.

(b) The council is authorized to make contracts for compulsory
arbitration on behalf of the state.

(c) If arbitration is used to settle disagreements, the provi—
sions of AS 09.43 (Uniform Arbitration Act) shall govern.

Sec. 39.52.040. EXCEPTIONS. The provisions of this chapter do
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