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4. Background. After many years of public debate on means·
to enhance the utilization of the results of Government funded
research, Public Law 96-517 was enacted. This Act gives non
profit organizations and ·small businesses, with limited
exceptions, a first right of refusal to title in inventions
they have made in performance of Government grants and
contracts. The Act takes precedence over approximately 26
conflicting statutory and administrative policies.

February 10, 1982

2. Rescissions. This Circular supersedes OMB Bulletin 81-22
effective March 1,l982.

SUBJECT:

Under the Act, the Office of Federal Procurement Policy (OFPP)
is responsible for the issuance of the regulations
implementing 35 U.S.C. §202-204 after consultation with the
Office of Science and Technology Policy (OSTP). On July 2,
1981, OMB Bulletin 81-22 was issued to provide interim regula
tions while agency and pUblic comments were sought. Based on
a review of these comments, this Circular is issued to
establish permanent implementing regulations and a standard
patent rights clause.

5. Policy and Scope. This Circular takes effect on March 1,
1982, and will be applicable to all funding agreements with
small business firms and domestic nonprofit organizations
executed on or after that date. This includes

1. Purpose·. This Circular provides policies, procedures,
and guidelines with respect to inventions· made by small
business firms and nonprofit organizations, including univer
sities, under funding agreements with Federal agencies where a
purpose is to perform experimental, developmental, or research
work. . ..

3. Authority. This Circular is issued pursuant to the
authority contained in 35 U.S.C. §206 (§6 of P.L. 96-517, liThe
Patent and Trademark Amendments of 1980").



subcontracts at any tier made after March 1, 1982, with small
business firms and nonprofit organizations even if the prime
funding agreement was made prior .to March 1, 1982. Unless
prohibited by law, agencies:are encouraged to treat subject
inventions made under funding 'agreements made prior to July 1,
1981, in substantially the same manner as contemplated by P.L.
96-517 and this Circular for inventions made under fundinij
agreements entered into subsequent to July 1, 1981. ~his can
be accomplished through the granting of waivers of title on
terms and conditions substantially similar to those set forth
in the standard clause of Attachment A.

Agencies should be alert to dt!terminingwhether amendments
made after March 1, 1982, to funding agreements entered into
prior to July 1, 1981, result in new funding aqreements
subject to this Circular and the Act. Renew.als and. continua
tions after March 1, 1982, of funding agreements entered into
prior to July 1, 1981, should be· normally treated as new
funding agreements.

This Circular is intended to establish uniform and coordinated
implementation of 35 U. S.C. §200"-206 so as to foster the
policy and objectives set forth in 35 U.S.C. §200.

6. Definitions. As used in this Circular --

a. The term "funding agreement" means any contract,
grant, or cooperative .. agreement entered into between any
Federal agency, other than the Tennessee Valley Authority, and
any contractor for the performance of experimental, develop
mental, or research wor k funded in whole or . in part by the
Federal Government. . Such term includes any assignment,
substitution of parties, or subcontract of any typ£! entered
into for the performance of experimental, development:alr or
research work under a funding agreement, as herein defined.

b. The term "contractor" means any person, small
business firm or nonprofitorgariization that is a patty to a
funding agreement.

c. The term "invention" means any invention or
discovery which is or may be patentable or otherwise protect
able under Title 35 of the United States Code.

d. The term "subj ee t irivention"meansany invelltion of
a contractor conceived or first actually reduced to practice
in the performance of work under a funding agreement.

e. The term "practical .. application" . means to
manufacture in· the case •ofa composition., or product, to
practice in the case of a process or method,o~ to operate in
the case of a machine or system; and, in each oase ,' under such
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conditions as to establish that the invention is being
utilized and that its benefits are, to the extent permitted by
law or Government regulat~ons,available to the public on
reasonable terms.

f. The term "made" when used in relation to any
invention means the conception or first actual reduction to
practice of such invention.

g. The term "small business firm" means a small
business concern as defined at section 2 of Public Law 85-536
(15 U.S.C. §632) and ~mplementing regUlations of the
Administrator of the Small Business Administration. For the
purpose of this Circular, the size standards for small
business concerns involved in Government procurement and
subcontracting at 13 CFR 121.3-8 and 121.3-12., respectively,
will be used.

h. The term "nonpzofLt; organization" means
universities and other institutions of higher education or an
organization of the type described in section 50l(c) (3) of the
Internal Revenue Code of ·1954 (26 U.S.C.§50l(c» and ,exempt
from taxation under section 501 (a) of the Internal Rev·enue
Code (26 U.S.C. §50l(a» or any nonprofit scientific' or
educational organization qualified under a state nonprofit
organization statute.

7. Use of the Patent Rights (Small Business Firm or
Nonprofi t Organization) (March 1982) Clause.

a. Each funding agreement awarded to a small business
firm or domestic nonprofit organization which has as a purpose
the performance of exper imental, developmental or research
,",ork shall contain the "Patent Rights (Small Business Firm or
Nonprofit Organization) (March 1982)" clause set :eorth in
Attachment A with such modifications and tailoring as may be

"author ized in Part 8, except that the funding agreement may
contain alternative provisions--

(1) when the funding agreement is for the operation
of a Government-owned research or production facilitYl or

(2) in exceptional circumstances when it is
determined by the agency that restriction or elimination of
the right to retain title to any subject invention will better
promote the policy and objectives of Chapter 38 of Title 35 of
the United States Codel or
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(3) when it is determined by a Government authority
which is authorized by statute or executive order to conduct
foreign intelligence or counterintelligence activities that
the restriction or elimination of the right to retain title to
any subject invention is necessary to protect the security of
Such activities.

b. (1) Any determination under Part 7 .a. (2) of this
Circular will be in wr i ting and accompanied by a wr itten
statement of facts .justifying the determination. The state
ment of facts will contain such information as the funding
Federal agency deems relevant and, at minimum, will (i)
identify the small business firm or nonprofit organization
involved, (ii) describe the extent to which agency action
restricted or eliminated the right to retain title to a
subject invention, (iii) state the facts and rationale
supporting the agency action, (iv) provide supporting documen
tation for those facts and rationale, and (v) indicate the
nature of any objections to the agency action and provide any
documentation in which those objections appear. A copy of
each such determination and written statement of facts will be
sent to the Comptroller General of the United States within 30
days after the award of the applicable funding agreement. In
cases of determinations application to small business firms,
copies will also be sent to the Chief Counsel for Advocacy of
the Small Business Administration.

(2) To assist the Comptroller General to
accomplish his or her responsibilities under 35 U.S.C. §202,
each Federal agency that enters into any funding agreements
with nonprofit organizations or small. business firms during
the applicable reporting period shall accumulate and, at the
request of the Comptroller General, provide the Comptroller
General or his or her duly authorized representative the total
number of prime funding agreements entered into with small
business firms or nonprofit organizations that contain the
patentr ights clause of Attachment A during each per iod of
October 1 through September 30, beginning October 1, 1982.

c. (1) Agencies are advised that Part 7.a. applies to
Subcontracts at any tier under prime funding agreements with
contractors that are other than small business firms or non
profit organizations. Accordingly, agencies should take
appropriate action to ensure that this requirement is
reflected in the patent clauses of such prime funding agree
ments awarded after March 1, 1982.

(2) In the event an agency has outstanding pr ime
funding agreements that do not contain patent flow-down
provisions consistent with either this Circular or OMB
Bulletin 81-22 (if it was applicable at the time the funding
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agreement was awarded), the agency shall take appropr iate
action to ensure that small business firms or domestic non
profit organization subcontractors under such prime funding
agreements that received their subcontracts after July 1,
1981, will receive rights in their subject inventions that are
consistent with P. L. 96-517 and this Circular. Appropriate
actions might include (i) amendment of prime contracts and/or
subcontracts; (ii) requiring the inclusion of the clause of
Attachment A as a condition of agency approval of a subcon
tract; or (iii) the granting of title to the subcontractor to
identified subject inventions on terms substantially the same
as contained in the clause of Attachment A in the event the
subcontract contains a "deferred determination" or
"acquisition by the Government" type of patent rights clause.

d. To qualify for the clause of Attachment A, a
prospective contractor may be required by an agency to certify
that it is ei ther a small business firm or a domestic non
profit organization. If the agencY' has reason to question the
status of the prospective contrgctor as a small business firm
or domestic nonprofit organization, it may file a protest in
accordance with 13 C.F.R. 121.3-5 if small business firm
status is questioned or require the prospective contractor to
furnish evidence to establish its status as a domestic non
profitorganization.

8. Instructions for Modification and Tailorin of the Clause
of Attac ment A.

a.Agencies should complete the blank in paragraph·
g. (2) of the clause of Attachment A in accordance with their
own or applicable Government-wide regulations such as the FPR
or DAR. The flow-down provisions of the clause cited by the
agency should, of course, reflect the requirement of Pa.rt
7.c.(1).

b. Agencies should complete paragraph 1.
"Communications" at the end of the clause of Attachment A by
designating a central point of contact for communications on
matters relating to the clause. Additional instructions on
communications may also be included in paragraph 1.

c. Agencies may replace the italicized or underlined
words and phrases with those appropriate to the particular
funding agreement. For example "contract" could be replaced
by "grant", "contract.or" by "grantee", and "contracting
officer" by "grants Officer." Depending on its use, hFederal
agency" can be replac;ed either by the identif ication of .the
agency or by the specification of the particular office or
official within that agency.
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d , 'When the agency head or duly aut.hor Lzed designee
determines at the time of conhactlng with a sl!\all business
firIiior nonprofit .. organization that it .wo1.ild be il'l the
l1ational interest to acquire the tight to sublicense foreign
governments or internaticmal organizations pursuai'lt to ~11¥
eXistin~ treaty or agreement,a.se.l1tencemaybeadded.at .,the
end of paragraph b. of the clause, of AttachIiient A as follows:

"'l'hislicensewill include . the tight of
the Government, "'\:'6 sUbiicense foreign
governments... ..... arld . interhatioi:lal
orgClni~~tions purs\l~nt to the following

. treaties or internCltional .." agreements:
7:':.".,.."i"f---=...."..t-=':-'t'-.'!"±"'"......-.....s: 0 I' pur s uant to any
future treaties or agreements, wi th
for~i9l1goverhments or international

,prgan izations •••

The,. blan~. in the above should be completed wi th the hamesof
applic~ble e.xistiM.trea.tiesor int~r.n~tionalagreements. The
,abbvelanguClge is nptintend~d to aPJ?lyto ,treaties<;)r.ll~r~e:
ml;!ntathatare ineHec~ on the date of thea\<llud ,which aI'e not
listed.... The above langullgeliiay be mod i fied by agencies by
deIetifig the. reference.to future treaties or ~greements or by
o~herwiseIiiorE! narrowly defining classes. of future treati~s.or
a'3reemei'lts .. The language may also. be modified tl) Iii~ke clear
t:hatthe rights graritE!d to the foreign government or}i:lter
national orgal1ization may be for additionaldghtsbeyond a

.ljcens~ or sUblicense if so required~ythe app.licablE!treaty
or if! ternat iprial 8greemento '.' For... example, in sOme case s
~xclusiv~ lic,enses .or .' even. the asaignlllent .of .. title.. in . the
foreign (j.ountryinvolved might be required, . Agenciesm~¥ .also
mOdify the lari~uageabove topre>vide f()r the direct licensing
by the contractor of the fbreign governIiient or international
organization.

e. '•. 'l'ot:he .extent.riot: ..' reClu~redb¥ other ~rovisions of
~heJ~nding agrel;!inent, ~gen~ies may ~dd. additional $ubpaI'a'"
graphs to paragraph If) o£the~atent tights clause of Attach
inent A .to require the contractor to do one or more of the
following:

(1) . Providepetiodic (but: no more. frequently th~n
.;tnnua;iy1listings .. ()f. all.subj~ct.inventions. required to be
disc1osed'duting the period covered by the report:

(2) ... Provide a. report prior t.6theclOSe...out.. of(i
~lihdihgagreement listing all subject inventions or stating
that there were none;

(3) provide notification of all subcorrtr act s for
experimental, developmental, or research work: and



7

(4) Provide, upon request, the filing date, serial
number al1d ttue •• a copy of the patent application. and patent
number and iss.ue date for any subject invention i.n any country
in which the contJ:"actor has applied for patents.

Part 9.

a.

Publication or Release of Invention Disclosures

35 U.S.C. !i205 provides as follows:

"Federal agencies are authorized to withhold
from disclosure to the public information dis
closing any invention in which the Federal
~overnment owns or may own a right, title, or
interest (including a nonexclusive license)
for a reasonable time in order for a patent
application to be filed. Furthermore, .Federal
agencies shall not be required to release
copies of any document which is part of an
application for patent filed with the United
States Patent and Trademark Office or with any
foreign .patent office."

b. To. the extent authorized by 35 U.S.C.!i205,agencies
shall notpisclose to third parties pursuant to requests under
the Fr.eedomof J;nformation Act (FOIA).al1Y informationdisclos
ing a. sllbject invention for a reasonable time in order for a
pa.~el1~ appl.ic:ation to be filed. With respect to. subject
il1ventiOl1fl of contractors that .are small· bus.iness firms or
nonprofit organizations, a reasonable time shall be. the time
during which an initial patent application may be filed under
paragraph c.of the clause of. Attachment A or such other
clause that may be used in the funding agreement. However, an
agency may disclose such subject inventions under .the FOIA, .at
its discretion, after a contractor has elected not to retain
title or aft.er the time in which the contractor is required to
make an election if the. contractor has not made an election
withtn that time. Similarly, an agency may honor an FOIA
r equesf at its discretion. if it finds that the same infQrma
tiClnhas previously been published by the inventor, contrac-'
tor ,or. otherwise. If the agency plans to file itself when
the contractor has not elected title, it may, of. course,
continue to avail itself of the authority of. 35 U.S.C. §205.

c. As. authorized .by 35 U.S.C. §205,Fedl!!ral agencies
shall not release copies of any document which is .• part of an
application for patent filed on a subject invention tCl which a
small business firm or nonprofit organization elected to
r.etaintitle.

d. A number of agencies have. policies to encourage
public d i sae.... ination of t.he results of work supported by the
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agency thr'ough publication in Government or other publications
of technical reports of contractors or others. In recognition
of the fact that such publication, if it included descriptions
of a subject invention, could create bars to obtaining patent
protection, it is the policy of the executive branch that
agencies Will not include in such publication programs, copies
of disclosures of inventions submitted by small business firm~

or nonprofit organizations, pursuant to paragraph. c. of the
clause of Attachment A, except that under the same circum
stances under which agencies are author ized to release such
information pursuant to FOIA requests under Part 9.b. above,
agencies may publish such disclosures. '

e. Nothing in this Part is intended to preclude
agencies from including in the pUblication activities
described in the first sentence Of Part 9.d., the publication
of materiaas describing a subject invention to the extent such
materials were proVided as part of a technical report or other
submission of the contractor which were submitted
independently of the requirements of the patent rights provi
sions of the contract. However, if a small business firm or
nonprofit 'organization notifies the agency that a particular
report or '9ther submission contains a disclosure of a subject
invention to which it has elected or may elect title, the
agency will use reasonable efforts to restrict its publication
of the material for six months from date of its receipt of the
report or submission or, if earlier, until the contractor has
filed an initial patent application. Agencies, of course,
retain the discretion to delay publication for additional
periods of time. '

f. Nothing in this Part 9 is intended to limit the
authority of agencies provided in 35 U.S.C. 82051n circum
stances not specifically described in this Part 9.'

10. Reportins on Utilization of Subject Inventions.

a. Paragraph h.of the clause of Attachment A provides
that agencies have the right to receive periodic report.s from
the contractor on utilization of inventions. In accordance
with such instructions as may be issued by the Department of
Commerce, agencies shall obtain such information "from their
contractors. Pending such instructions, agencies should not
impose reporting requirements. The Department of Commerce and
the agencies, in conjunction with representatives. of small
business and nonprofit organizations, shall work together to
establish ,a uniform periodic reporting system.

b. ~o the extent any such data or information supplied
by the contractor is considered by the contractor, or its
licensee or assignee, to be privileged and confidential and is
so marked,' agencies shall not, to the extent permitted by
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35 U.S.C. §202 (c) (5), disclose such information to persons
outside the Government.

11. Retention of Ri~hts by Inventor. Agencies which allow an
inventor to retain rlghts to a subJect invention made under a
funding agreement with a small business firm or nonprofit
organization contractor, as authorized by 35 U.S .C.§202 (d) ,
will impose upon the inventor at least those conditions that
would apply to a small business firm contractor under para~

graphs d.(ii) and (iii): f.(4): h.: L: and r- of the clause
of Attachment A.

12. Government Assignment to Contractor of Rights in
Invention of Government Employee. In any case when a Federal
employee is a co-inventor of any invention made under a
funding agreement with a small business firm or nonprofit
organization and the Federal agency employing such co-inventor
transfers or reassigns the right it has acquired in the
subject invention from its employee to the contractor as
authorized by 35 U.S.C. 202(e), the assignment wil,lbe made
subject to the same conditions as would apply to the contr?lc
tor under the clause of Attachment A.

13. Exercise of March-in Rights.

a. The following procedures shall govern the exercise
of the march-in rights of the agencies set forth in 35 U.S.C.
§203 and.the clause at Attachment A.

b. Whenever an agency receives information that it
believes might warrant the exercise of march-in rights, before
initi~ting any march-in proceeding in accordance with the
procedure.s of Part l3.c.-h. below, it shall noti.fY the con
tractor in writing of the information and request informal
written or oral comments from the contractor. In the absence
of any cOmments from the contractor within 30 days, the agency
may, at its discretion, proceed with the procedures below. If
a comment is received, whether or not within 30 days, then the
agency shall, within 60 days after it receives the comment,
either initiate the procedures below or notify the contractor,
in writing, that it will not pursue march-in rights based on
the information about which the contractor was notified.

c. A march-in proceeding shall be initiated by the
issuance of a written notice by the agency to the contractor
and its assignee or exclusive licensee, as applicable, stating
that the agency is considering the exercise of march-in
rights. The notice shall state the reasons for the proposed
march-in in terms sufficient to put the contractor on notice
of the facts upon which the action would be based and shall
specify the field or fields of use in which the agency is con
sidering requiring licensing. The notice shall advise the
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contractor (assignee or exclusive licensee) of its rights, as
set forth in this Circular and in any supplemental agency
regulations. The determination to exercise march-in rights
shall be made by the head of the agency or.designee,except as
provided in part l3.j. below.

d. Within 30 days after receipt of the written notice
of march-in,the contractor (assignee or exclusive licensee)
may submit, in person, in writing, or through a representa
tive, information or argument .in opposition to the proposed
march-in, including any additional specific information which
raises a genuine dispute over the material facts upon which
the march-in is based. If the information presented raises a
genuine dispute over the material facts, .the head of the
agency or C1esignee shall unde r t ake ' or refer the matter to.
another official for fact-finding.

e. Fact-finding shall be conClucted in accordance with
the procedures established by the agency. Such procedures
shall be as informal as praCticable and be consistent with
principles of. fundamental fairness. The procedures should
afford the contractor the opportunity to appear with counsel,
submi t documentary evidence, present witnesses and confront
such persons as the agency may pre$ent. A transcribed record
shall be made and shall be available at cost to the contractor
upon request. The requirement for a transcribed record may be
waived by mutual agreement of the contractor and the agency.
Any portion of a fact-finding hearing that involves testimony
or evidence relating to the utilization or efforts at obtain
ingutilization that are being made by the contractor, its
assignee, or licensees shall be closed to the public, incluCl
ing potential licensees.

f. The official conducting the fact-finding shall
prepare wt:itten findings of fact and transmit them to the head
of the agency or designee promptly after the conclusion of the
fact-finCling proceeding. A copy of the findings of fact shall
be sent to the c.ontractor (assignee or exclusive licensee) by
t:egistered or certified mail.

g. In cases in which fact-finding has been conducted,
the head of the agency or designee shall base his or her
determination on the facts found, together with any other
information and argument submitted by the contractor (assignee
or exclusive licensee), and any other information in the
administrative record. The consistency of the exercise of
mat:ch-in rights with the policy and objectives of 35 U.S.C.
§20Q-206 and this Circular shall also be considered. In cases
referred for fact-finding,. the head of the agency or designee
lDay reject only those facts that have been found that are
clearly erroneous. Written notice of the determination
whether march-in rights will be exercised shall be made by the
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head of . the agency. or designee . and sent to the contractor
(assignee or exclusive licensee) by certified or registered
mail within 90 days after the. completion of fact-finding or
the proceedings will be deemed to have been terminated and
thereafter no march- in based on the facts and reasons upon
which the proceeding was initiated may be exercised.

h.An agency may, at any time, terminate a march-in·
proceeding if it is satisfied that it does not wish to exer
cise march-in rights.

i. The procedures of this Part shall also apply to the
exercise of march-in rights against inventors receiving title
to subject inventions under 35 U.S.C. §202(d) and, for that
purpose, the term "contractor" as used in this Part shall be

, deemed to include the inventor. .

j. ~otwithstanding the last sentence of Part B.c., a
determination to exercise march-in in cases where the subject
invention was made under a contract may be made initially by
the contracting officer in accordance with the procedures of
the Contract Disputes Act. In such cases, the procedures of

·the.Contract Disputes Act will apply in lieu of those in Parts
B.d.-g. above (except that the last sentence of Part l3.e.
shall continue to apply). However, . when the procedures of
this Part l3.j. are used, the contractor, assignee, or
exclusive license will not be required to grant a license and
the Government will not grant any license until after either:
(1) 90 days from the date of the contractor's receipt of the
contracting officer's decision, if no appeal of the decision
has been made to an agency board of contract appeals, or if no
action has been brought under Section 10 of the Act within
that timel or (2) the board or court, as the case may be,has
made a final decision in cases when an appeal or action has
been brought within 90 days of the contracting officer's
decision.

k , Agencies are author ized to issue supplemental
procedures, not inconsistent herewith, for the conduct of
march-in proceedings.

14. Appeals.

a. The agency official initially authorized to take any
of the following actions shall provide the contractor with a

. written statement of the basis for his or her action at the
time the action is taken, including any relevant facts that
were relied upon in taking the action:

(1) A refusal to grant an extension under paragraph
c.(4) of the clause of Attachment A.
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(7) A r eques t; for -. 11 COllveya.nce .. of title un4~r
paragraph d. of the clause of AttachmentA.

(3) A ~l:!fusal to grant a waiver\lnderpi!liagraph i.
of the cl1111j>e of: AttachmentA.

(4) A ref\lj>al to approve an assignlJlent under
paragr11ph k.(l) of the c:::;J.allsl:! of !'>ttaclynent A.

(5) A ref\lsal to approve a.1l ~xtenj>io!l .of th~
exclusive Ucense per i.od under paragraph k.• (2) of the c Lause
of Attach!!l~!1t!'>. .

. .
b. Each agency shall establish anCl publish procedures

under which any of the a,gency actions listed in Part 14.a.
above may be appealed to the head of the agency or designee.
Review at this level shall consider both the factual and legal
basis for the action ang its consistency with t,h.epolicy and
objectives of .35 U.S.C. §200-206 and thisCirc.ular

c , . J:\ppeals procedures established. under Part l4.b.
above shall includ.e administrative due pJ;ocess procedures and
standards .for fact-finding .at; least comparable to those set
for'th in Part 13.e.-g. of this Circular whenever there is a
dispute' as to the factual basis for an agency request fora
conveyance of title under paragraph d. of the· clause of
!,>ttachlllent A, inclulHng any dispute as. to whether or not an
invention is a subject invention.

d. To the extent that any of the actions de!'lcribeCl in
Part l4.il. cue subject to appeal under the Contra.cts Dispute
Act, the' procedures under thi!lt Act will satisfy the require-
ments of part!! l4.b. and c. above. '. .

15. Licensing of Backsround Patent Rishts 'to Third Parties.

a. A funding agreement with a small business firm or a
dome.stic nonprofit organization will not contain a provision
allowing 'ci Federal agency to require the .licensing to third
parties of inventions owned by the contractor' that are not
subject inventions unless such provision has been approved by
the agency head and a written justification has been signed by
the agency head. Any such provision will clearly state
whether the licensing may be required in connection with the
practice of a subject invention, a specifically identified
work objec::t, or both. The agency head may not delegate the
aUthority to approve such provisions or to sign the justifica
tion required' for such provisions.

b. A Federal agency will not require the licensing of
third parties under any such provision unless the agency head
determines that the use of the invention' by others is
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n~cessary for the practice of a subject invention or for the
use of awor~ object of the funding agreement and ,that such
action is necessary to achieve practical application. of the
sUbject invention or wor~ object. Any such determination will
be on the record after an opportunity for an agency hearing,
and the contraptor shall be given prompt notification of the
determination by certified or registered mail.

16. Administrat.ion of Patent Rights Clause.

a. It is important that the Government and the
contractor ~no~ and exercise their rights in subject inven
tions in order to ensure their expeditious availability to the
pub.Lic , to enable the Government",,,l:he contractor, and . the
public to avoid unnecessary paYment of royalties, and to
defend themselves against claims and suits for patent
infringement. To attain these ends, contracts should be so
administered that:

(1) Inventions are identified, disclosed,and an
election is made as required by the contract clause.

(2) The rights of the Government in such inventions
are established;

(3)
timely filed
Government;

When
and

appropriate,
prosecuted by

patent appliciitions
contractors or by

are
the

(4) The rights in patent
documented by formal instruments such
assignment13;

applications
as licenses

are
or

(5) Expeditious commercial utilization of such
inventions is achieved.

b. With respect to the conveyance of license or
assignments to which the Government may be entitled under the
clause of Attachment A, agencies should follow the guidance
provided in 41 CFR 1-9.109-5 or 32 CFR 9-109.5.

c. In the event a subject invention is made under
funding agreements of more than one agency, at the request of
the contractor or on their own initiative, the agencies shall
designate one agency as responsible foradministrlltion of the
rights of the Government in the invention.

17. Modification of Existing Agency Regulations.

a. Existing agency patent. regulations or other
published policies concerning inventions made under funding
agreements shall be modified as necessary to ma~e them
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consistent with this Circular and 35 U.S .• C.§200-206. ~gen(::y
!=egulations shall not be more restrictive or burdensome tllan
the provisions of this Circular. .

b•. After March 1, 1982, .this.Circular and 35 U.S.C.
§200-206· shall take precedence over any conflicting ageJ'lcy
regulations or policies.

j.8. Lead Agency Designation. In order to assist the Office
pf Federal Procurement Poi icy to ensure that 35 U.S.C. §200
206 and this Circular are implemented in aunifprm. andconsis~
tent manner , the following responsibilities are assigned to
the DepartIrient of Commerce (hereafter referred to as "'l'he
pepartment"). Other agencies shall fully cooperate and assist
jin the carrying out of these responsibilities:

a. The Department will monitor agency regulations and
procedures for consistency with the Act and this Circular, and
it shall provide recommendations to OFPPand agencies whenever
it finds inconsistencies.

b. The Department will consult with representatives of
!l.9agencies and contractors to obtain advice on --

(1) the development of the periodic reporting
system required under Part 10 of this Circular, and

(2) changes in t.h i s Circular which may be needed
based on actual experience under the Circular.

c. The Department will accumulate, maintain, and
publish such statistics and analysis on utilization and
act i v i t Les under this Circular and under Government patent
policies and practices generally, as may be agreed to between
the Department and OFPP •.

d. The Department will make~ecomlllendations to OFPP on
changes that maybe needed in this Circular.

+9. Sunset Review Date. This Circular shall have a policy
review no later than three years from the date of its
issuance.

20. Inquiries. All questions or inquiries should be
l:?ubmitted to the Office of Management and BUdget, Office of
Federal Procurement Policy, telephone number (202) 395~68l0.

~j/ dk-ajA-~........ _ ...~ ~'If .
DO~E. Sowle ~ A. Stockman
Administrator Director



ATTACHMENT A
CIRCULARA-124

The following is the standard patent rights claused to be used
in funding agreements as provided in Part 7.

PATENT RIGHTS (Small Business Firms and
Nonprofit Organizations) (March 1982)

a. Definitions

(1) "Invention" means any invention or discovery
which is or may be patentable or otherwise protectable under
Title 35 of the united States Code.

(2) "Subject Invention" means any invention of the
contractor conceived or first actually reduced to practice in
the performanqe of work under this contract.

(3) "Practical Application" means to manufacture in
the case of a composition or product, to practice in the case
of a process or method, or to operate in the. case of a machine
or system; and, in each case, unde r such conditions as to
establish that the invention is being utilized and that its
benef its. are, to the extentpermitted by law or Government
regulations, available to the public on reasonable terms.

(4) "Made" when used in relation to any invention
means the conception or first actual reduction to practice of
such invention.

(5) "Small Business Firm" means a small business
concern as defined at Section 20f Public Law. 85-536 (15
U.S.C.§632) and implementing regulations of the Administrator
of the Small Business Administration. For the purpose of this
clause, the size standards for small business ·concerns
involved in Government procurement and subcontracting at 13
C.F.R. 121.3-8 and 13 C.F.R..121.3-12, respectively, will be
used.

(6) "Nonprofit Organization" meansauni"ersity or
other institution of higher education or an organization of
the type described in section 501 (c) (3) of the Internal
Revenue Code of 1954 (26 USC §501(c» and exempt from taxation
under section 501 (a) of the Internal Revenue Code ,(26 USC
§501(a» or any nonprofit scientific or education""lorganiza
tion qualified under a state nonprofit organization statute.
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b. Allocation of Principal Rights

The contractor may retain the entire right, title,
and interest throughout the world to each subject invention
subject to the provisions of this clause and 35 U.S.C. 203.
with respect to any subject invention in which the contractor
retains title, the Federal Government shall have a non-exclu
sive, non-'transferable, irrevocable, paid-up license to
practice or have practiced for or on behalf of the United
States the subject invention throughout the world.

c. Invention Disclosure, Election of Title and Filin
of Patent Appllcatlons y Contractor.

(I) The contractor will disclose each subject
invention to the Federal agency within two months after the
inventor discloses it in writing to contractor personnel
responsible for patent matters. The disclosure to the agency
shall be in the form of a written report and shall identify
the contract under which the invention was made and the
inventor (s) • It shall be sufficiently. complete in technical
detail to c9nvey a clear understanding, to the extent known at
the time of the disclosure, of the nature, purpose, operation,
and the physical, chemical, biological or electrical charac
teristics of the inverition. The disclosure shall also
identify any pUblication, on sale or public use of the inven
tion and whether a manuscript describing the invention has
been submitted for publication and, if so, whether it has been
accepted for publication at the time of disclosure. In
addition, after disclosure to the agency, the contractor will
promptly notify the a~enc~ of the acceptance of any manuscript
descr ibing .the i nvenfLon or publication or of any on sale or
public use planned by the contractor.

(2) The contractor will elect in writing whether or
not to retain title to any such invention by notifying the
Federal agenc~ within twelve months of disclosure to the con
tractor; provlded that in any case where publication, on sale
or public use has initiated the one year statutory period
wherein valid patent protection can still be obtained in the
United States, the period for election of title may be
shortened by the a~ency to a date that is no more than 60 days
prior to the end 0 the statutory period.

(3) The contractor will file its initi:al patent
application on an elected invention within two years after
election or , if earlier, prior to the end of any statutory
Period wherein valid patent protection can be obtained in the
united States after a publication, on sale, or public use.
The contractor will file patent applications in additional
countries within either ten months of the corresponding
initial patent application or six months from the date
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permission is granted by the Commissioner of Patents and
Trademarks to file foreign patent applications where such
filing has been prohibited by a Secrecy Order.

(4) Requests for extension of the time for
disclosure to the agency, election, and filing may, at the
discretion of the funding Federal agency, be granted.

d. Conditions When the Government May Obtain Title.

(1) The contractor will convey to the Federal
agency, upon written request, title to any subject invention:

(i) If the contractor fails to disclose or
elect the subject invention within the times specified in c.
above, or elects not to retain title.

(i i) In those countries in,,~hi9tl th'e
contractor fails to filepatentapPlicat:i6I1swit~ill.,th~,ti.m~~
specified inc. above 1 . provided,however,ttllitj~. '~~~.
contractor has filed a patent application ill. a 991lIl.t~¥.jl~t~(
the times specified in c, , above, but pric>r,.tc>itsg~8i;!.i~~,,9~
the written request of the Federal aqency , the cOntractQ,ir
shall con t Inue to retain title in that count.ry,

(iii) In any country in which the
cOntractor decides not ,to continue the prosi;!cutionof, any
application for, to pay the maintenance fees on.,ordefeng in
reexamination or opposition proceeding on, a patent on a
subject invention.

e. Minimum Rights to Contractor

(1) The contractor will retain a nonex9lusiyel
royalty-free license thrC>llghout the world inea6h$ubJ7S~,
invention to which the GoveJ:"nIllent obtains. title except if, tQ~

contractor fails to disclose the subject Invent-Ion within tl:1,E!
times specified in c , , above. The contractor's licenfle
extends to its domestic subsidiaries and affiliates, if any ,
within the corporate structure of which the contractor is ,a
party and includes. the right to grant subf Icerises <oLthefla1Ue
scope to the extent the contractor was legally obligll.'tedt().do
so at the time the contract was awarded. Thelic:el)se is
transfe,rable only with the a~proval of the fllndin9.. Federal
atency except when transferred to the successoroft1iat party
o the contractor's business to which the i1wentionpertains.

(2) The contractor's domestic licenSe may be
revoked or modified by the funding Federal a51enJi~¥ tO~Q~
extent necessary to achieve expeditiouspractical:application
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Of. the subject invention pursuant to.anapplic~ti.(m for .a.n
exclusive ,license submitted in accordanc:ew~th~pp!icable.

provisions in the Federal Property Management'1l.eg91ations.
This license will not be revoked in that field of .us~orJ:he
geographical areas in which the contractor .' has~ch~~~e9
practical application and cont Inues : to make thebenefitso~
the invention reasonably accessible to the "publit:'i',l'9E!
license in any foreign country may be revoked or mo~.~~~E!da,~
the discreti0!l of t,he .funding Fed,eral a,gencr to the;e::lfi~E!.lltt~~
cont r ac tor , Its llcensees, or ItS domestlc .SUbSldl:lill::le~ or
affiliates have failed to achiev.e practical application in
that foreign country.

(3) Before revocation or modification of the
license, 'fhe funding Federal agency will furnish . the
contractor a written notice of its intention to revoke or
modify the license, and the con trac tor will be allowed thir ty
days. (or such other ,time as may be authorized by . the fund1nQ
Federal agency for good cause shown by thecontrac:torl. !If,~~t'
the notice· to show cause why the license shouldnotfberevpked
or modified. The contractor has . the right to .aPPE!a,l, in
accordance. with applicable regulations in the Fege!'lllPrQPerty
Management Regulations<concerning the lic~nsing of
Government-owned inventions, any ,.decision concerning the
revocation .01' modification of its license.

f. Contractor Action to Protect the Governments
Interest

(1) The contractor agrees to execute or to have
executed and promptly deliver. to the Federal agency all
instruments necessary to (i) establishorconfirm<the ,. rights
the Government has throughout the world in those subject
inventions'to which the contractor elec:ts to retain. title, and
(il) convey title to the Federal agency when requested under
paragraph d. above, and to enable the Government to obtain
patent protection throughout the world in that. subject
invention e ,

(2) The contractor agrees to require, by written
agreement, its employees,. other.. than clerical, and. non
technical employees, to disclose promptly in WI' i tiog to per
sonnel identified. as .resl'0nsiblefor the administration .of
patent matters and in a . format . suggested by the Contractor
each subject invention made under contract in order that the
contractor can comply with the disclosureproV'isions of
paragraph 'c. above, and to E!xecute ap papers .l')ec:essal"Y to
file patent aPl'lications, on subjeetinventions and t()
es~ablish .the Government'S rights in t~e subject inventions.
ThIS disclosure format shoul'drequire, as a minimum,' the
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information required by c. (1) above. The contractor shall
instruct such employees through employee agreements or other
suitable educational programs on the importance of reporting
inventions in sufficient time to permit the filing of patent
applications prior to u.s. or foreign statutory bars.

(3) The contractor will notify the Federal agency
of any decision not to continue the prosecution of a patent
application, pay maintenance fees, or defend in a reexamina
tion or opposition proceeding on a patent, in any country, not
less than thirty days before the expiration of the response
period required by the relevant patent office.

(4) The contractor agrees to include, within the
specification of any Unlted States patent application and any
patent issuing thereon covering a subject invention, the
following statement, "This invention was made with Government
support under (identify the contract) awarded by (identify the
Federal agency). The Government has certain rights in this
invention."

g. Subcontracts

(1) The contractor will include this clause,
suitably modified to identify the parties, in all subcon'"
tracts, regardless of tier, for experimental developmental or
research work to be performed by a .small business firm or.
domestic. nonprofit organization. The subcontractor will
retain all rights provided for the contractor in this clause;
and the contractor will not,as part of the consideration for
awarding thesuhcontract, obtain rights in the subcontractor's
sUbject inventions.

(2) The contractor will include in all other
subcontracts, regardless of tier, for experimental, develop
mental or research work the patent rights clause required by
(cite section of agency implementing regulations, FJ?R, or
PAR). . .

(3) In the case of subcontracts, at any tier, when
the prime award with the Federal agency was a contract. (I:lut
not a grant or cooperative agreement), the agency, subcontrac
tor, and the contractor agree that the mut\.lal obligations of
the parties created by this clause constitute a contrabt
between the subcontractor and the Federal agency with respect
to those matters covered by this clause. .

h. Reporting on Utilization of Subject Inventions

The contractor agrees to submit on request periodic
reports no more frequently than annually on the utilization of
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a subjl!!c:t . inVl!!ptipn or on dfprts atobtaininlJ liIuch utilU:a
Fiop tq~~ are p~ing~Ci~e by the cpntractpr or its ~icenlilel!!S. or
~liI~ilJne~s•.• Such ~epprts;. shall .i.nciudl!! .Information reg~~4inlJ
tbl!! status of dl!!vl!!l,.ppment, dCite of first CQlllllll!!rcial liIal~ or
lls;e, gr01:;8 royalties received by thecontnctor, al'1d such
p'l:hl!!L datiL .and inl;p~mation .as the a~enc¥ may reasonably
S;pl!!cify. Th~ cpntractpr also agrel!!s ~o providl!! ~4ditiol'lCil
J::"7J?9~ts; as may be reques;ted by the agency in connec:tion with
Clll>!mCi~c:q:-ip PFPc~eding updertakeni;>y tM~mc¥ il'1 ac:cordance
WJ~h.J?Clra9Jap/:l j. p£ this; cl,.ause. To t e l!!xtl!!nt datCi. or
ipl;prlll~tion supplied Undl!!r this; s;~ction is considl!!rl!!d by t.he
cpntractor, its licl!!ns;el!! or assignee to be privileged and con
ti.c:1E!hti.alCin~ is .s;o lIIarked, th~ 11gency agr~l!!S that, to the
~lIt:ept p~#lIIitt:ed i;>y 4~ tISC §~Q2 (c) (5), it will not disc::\.ose
suchi.l'lformation t:P pers;ons outsi~e the Governlll~nt:.

i.Preference for United States Industry

NPtwithstanding any other provision of thisc~aus;e,

the contractor agrees that neither it nor any as;signl!!e will
IJrant tp Clny person the exejus tve dght t:o USe or sell any
subject invention in the United States unless such person
.a9J::"l!!E;!S; that any product-s embodying the subject invention or
pr()~\lced tbrough the use of the subject invention will be
~C!nufC!c:tl.lred.S\lPstantiallyin tbe Unitl!!d Stat~s•. HoweVer, in
+lld~vidual c:~s~s., tbe requirement for l:;uch an agreement ilia>! be
Waived bytqe Federal agenc¥ upon a shQwing i;>y tbe cont~ac:tor

PI:' itsa~signee that reaSQnable but unsuccessful effortl:;bave
l:>E!en ~ac;ll!!Jo grantlicensl!!s On similar terms to pptential
l,.icl!!!:ls;el!!13 that would be likely to mC!nufacturl!! sui;>st.antia~ly in
the United States or tbat under the circumstanc:es domestic
manufacture is not commercially feasible •

. j. March-in Rights

The contractor agrees that with respect to any
Subject invention in Which it has acquired title, the Federal
aiency has the right in accordance with the procedures in OMS
CHculC!~ A- . (and agl!!ncy regulations at ) to require the
contractor, -an assignee or exc:lusive licensee Qf a subjl!!ct
ipvention to grant a non-l!!xc:lusive,partially l!!xcl,.l.Jsive, or
excl\l13ive lic.ense in any f I eLd of use tp a respons;ible appli
cCint or applicants, upon terms tbCit are reCisonable undl!!r the
cd rcunseances, and if the contractor as;signee, or exclusive
Liceneee refuse13 such a .. request, the Fedenl agency has the
dght to grant such a license itself if the Fedenl agency
determines that:

(1) ... Such .action is necessary because the
cpntractor or assignee has nQttaken,ori.s not expected. tQ
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take within a reasonable time, effective steps to achieve
practical application of the· subject invention in such field
of use.

(2) Such. action is necessary to
safety needs which .are not reasonably
contractor, assignee, or their licensees;

(3) . Such action is necessary to meet requirements
for public use specified by Federal regulations and such
requirements are not reasonably satisfied by the contractor i

assignee; or licensees; or· .

(4) Such action is necessary because the agreement
required by paragraph i of this clause has not been obtained
or waived or because a licensee of the exclusive right to use
or sell any subject invention in the United States is in
breach of such agreement.

k , Special Provisions for Contracts with Non-profit
Organizations

If the contractor is a non-profit organization, it
agrees that:

(1) Rights to a subject invention in the United
States may not be assigned without the approval of the Federal
a~ency, except where such assignment is made to an organiza
tlon which has as one of its primary functions the management
of inventions and which is not, itself, engaged in or does not
hold a substantial interest in other organizations engaged ·in
the manufacture or sale of products or the use of processes
that might utilize the invention or be in competition with
embodiments of the invention provided that such assignee will
be subject to the same provisions as the contractor);

(2) The contractor may not grant exclusive
. licenses under United States patents or patent applications in
subject inventions to persons other than small business firms
for a period in excess of the earlier of:

(i) five years from first commercial sale or use of
the invention; or

(ii) eight years from the date of the exclusi\te
license excepting that time before regulatory agencies neces
sary to obtain premarket clearance, unless on a case-by-case
basis, the Federal agency approves a longer exclusive license.
If exclusive field of use licenses are granted, commercial
sale or use in one field of use will not be deemed commercial
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sale or use as to other fields of use, and a first commercial
sale or use with respect to a product of the inven·ti6ri will
not be deemed to end the exclusive period to different subse
quent products covered by the invention.

(3) The. contractor will share royalties collected on a
subject invention with the inventor; and .

(4) The balance of any royalties or income earned by the
contractor with.respect to subject inventions, after payment
of expenses (including payments to inventors) incidental to
the administration of subj.ect inventions, will be utilized for
the support of scientific research or education.

1. Communications. (Complete According to Instructions at
I?art 8.b. of this Circular).

END Of CLAUSE

...-.-


