APPENDICES OF COMBINED REPORT ON
GOVERNMENT PATENT POLICY

*resrdentlal Memorandum and Statement of Government ‘Patent Pollcy of

£ _£871.

Amendment to the Federal Property Management Regulatlons Governlng the
Licensing of Government-owned. Patents Issued by the Administrator of
General Serv1ces on October 1, 1975

[ImpZements séction 2 of the 1971 Preszdenttal Patent PoZtcy
- Statement which directs the Administrator of General Services

to issue comprehensive patent licensing regulations. .The pro-= -
visions for granttng limited exclusive Ilicenses have been. mod-
ified to (1) require the payment of royalties or other consid-
eration to the Government, and-" (2) retazn the rtght to sue for
infringement in the. Government 7 -

Amendment to the Federal Procurement Regulatlons Issued by the Admin-
1strator of General Services on May 7, 1975.

[Implements-the,JQPJ Statement_and, subject to statutory re-
quirements, prescribes the standard patent rights clauses for
Govermment-wide use. -Numerous revieions, made after consider-
ing comments received in. reeponee to a- sochttatton for com=
.ment are zdentzfted ]

//Mpraft Bill Entitled "Federal Intellectual Property Pollcy Act of 1976."

“{The . draft szZ developed by tke Commtttee on Government Patent .
jPoZtey, was submttted to the Office of Management and Budget and
etreulated for agency comment. On April 6, 1977, Congressman

- Thornton introduced H.R, 6248 (an zdentteal bill, H.R..8596, was
introduced on July. 28, 11877) whieh, while differing in Several
stgnzfzcant substantzve areas, includes most of the basic policy
aoncepte of the Committee’s. draft During December 1877, Senator
Nelson started hearings on Federal Patent Policy. Subsequently,

- _on September 13, 1978, Senators Dole and Bayh introduced S. 3496
‘which relates to certain aspeets of Federal patent policy. On
October 14, 1878, Senator Schmitt introduced S. 3627 which is
reZated to- FederaZ patent policy and teechmology transfer. Com-
ments on the bill are betng solicited. and. a revised bill is to
be reintroduced early in the 96th Congrese :

It is fuvther noted tkat on August 8, 1978 the successor Commtt-
tee on Intellectual Property and Informatton of FCCSET was re-
quested to coordinate its new effort to arrive at an agreed rec-
ommendation for Federal patent policy with the Domestic Poltey
Revtew of Industrtaz Innovatzon ] _ .

Executlve Branch P051t10ns with ResPect to Recommendatlons ‘1 through
16 of Part 1 of Volume IV of the Report of the Comm1551on on Govern-
ment Procurement. 4

[Tke Office of Federal Procurement Policy has the prtmary re-
3 sponsibility for implementing the Executive Branch position
on all of the Commission recommendations. Continuing efforts

(over)
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- are bezng ‘made to tmplement the Exeouttve Branch positions,

either by Administrative action or by seeking appropriate _é\%J/

legislation. It is noted that this appendix provides back-
ground material, an analysis of the practices and policy ie-
suea, and citations to pertinent regulations and statutory '
requivements, not readily found eZsewhere ]

Membershlp Lists of the Subcommittees and Working Groups of the Com—
mittee on. Government Patent POllCV

oReport of the Background Patent nghts Ad Hoc Subcommittee Regardlng

the Acquisition of Background. Patent nghts 1n RED Contracts.

[Prouades an analysis of the poZtoy tssues of acquiring back-

ground patent vights from a Federal contractor for use either

by the Government or the public. Various alternative poli~
~ctes agre discussed, however, regulations which would tmple—
‘ment the alternative policies were not developed. ]

tReport_of the University-Petent Policy Ad Hoc Subcommittee.

[Implemented by Amendment 187, January 80, 1978, to the Fed-
erql Procuvement Regulations(43 F.R. 4424, February 2, 1978)
which prescribes a form for Institutional Patent Agreements
for dtscrettonary use by the agenotes 1

Report Regardlng the Implementation of the Executive Branch Positier

of Recommendation I 3 of the Comm1551on on Government Procurement
Report:

[Recommends,that'agencies obtain information concerning the
commercializqtion. of inventions made as a result of a Federal
R&D contract, via a guestionnaire, on all those patented in-
ventions on which the contractors retained title.]

Statistical Report of the Data Collection‘and‘AnalySis Subcommittee.

[Analyzes data and sets forth trends of agency patent prac-
tices while operating under the Pregidential Patent Policy
Statement and/or statutory requirements.]

Current Statutes, Regulations, Orders, Manuals, Memorandums, and
Materials Governlng Allocation of nghts to Inventions Arlslng from
Government sponsored Research.

[Identzftes the diverse policies and regulations of the many
R&D Federal agencies. It also tdentifies the office within
. the agency which is prtmartly responstble for tntelleotual
' property matters J . S

- End -
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TITLE 41 - PUBLIC CONTRACTS AND PROPERTY MANAGEMENT finally approved by the Implementation
CHAPTER 1 - FEDERAL PROCUREMENT REGULATIONS

DISPOSITION OF PATENT RIGHTS

Dispoé:ition_of comments received by
GSA and the Ratlonale therefor, as

Subcommittee during its June 5, 1973
meeting.

This amendment of the Federal Procurement Regulations prescrlbes policies, procedures, and appropriate contract
clauses concerning the disposition of rights in inventions, which enable the Govermment agencies to implement the
President's Statement of Government Patent Policy (36 F.R. 16887, August. 26, 197L). :

The table of Part's is revised to add the following entry:
1-9 Patents, Data, and Copyrights.
Part 1-9 is added which reads as follows:

PART 1-9 - PATENTS, DATA, AND COPYRIGHTS

8 1-9.000 Scope of part.

SUBMITTED BY = COMMENT o V - DISPOSITION

INTERIOR . . Line 6, after Part 1-9, delete /‘rs—a&&e&—ﬂneh? Rejected
'I'h:.s is an editorial change. :

RATIONALE

Clarity enhanced by retention.
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TITLE 41 - PUBLIC CONTRACTS AND PROPERTY MANAGEMENT

CHAPTER 1 — FEDERAL PROCUREMENT REGULATIONS
DISPOSITION OF PATENT RIGHTS
PART I-9 -~ PATENTS, DATA, AND COPYRIGHTS
”SUBPART:1-9;L,--PATENTS
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PART E-9 - mr_ﬁrs,". DATA, AND COBYRIGHTS
'SﬁBPART“149.1 *cPATENTS
8 1—9 100 Scope of subpart«
7  Thxs subpart sets forth pollc1es, procedures,_and contract clauses w1th respect to 1nvent10ns-made lﬁ the course . . {

- of or undexr a contract “agreement, grant, or other arrangement or subcontract entered into with or for the beneflt
of the Government where a purpose 18 the conduct of experlmental _developmental, or research work.

SUBMITTED BY COMMENT R T _DISPOSITION _ _RATIONALE

‘JUSTICE - It is recommended that the statement of the Substantially . Section 1-9.107-1(b) has been added to
{RYAN) " . subpart's scope read as follows to relate it -atopted '_clearly'ldentlfy ‘the relationship of
(&) - more closely to introduction to Section 1 of the: - © . this regulatlon to statutes and

(WERTH)  President's Policy Statement and relate it more ' treaties.. :

completely to the. scope of the Statement and the

proposed patent licensing regulation: )
Subject to specific statutes governing the
disposition of patent rights in certain__ .
Government . agencies, this subpart sets forth
polxczes.'procedures, and contract clauses -
‘w1th respect to licenses under or other rlghts.L
" to .inventions made or conceived,zn the course -

. of or under Government research and develop-
ment contracts where such licenses or other
rights to such inventions are granted to- oxr
provided for in the contract and acquired

~ by the party contractxng with the Government
_agency. . . : 3
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8 1—9.100'S¢opej0£.subpaft_(comt‘&,}

SUBMITTED BY.

NASH

INTERIOR

COMMENT e R DISPOSITION' . RATIONALE

It has never been clear whether the Presidential Substantially Section 1-9. 107- 1(c) has been added
Statement on Patent Policy was to apply to eo- adopted to give agencies discretion in
sponsored research or development efforts. While : . selecting patent clauses to be used
we recognize that it may be possible to argue that T in co-sponsored research situations
co-sponsored work falle under exceptional -cireum=- - ¢ . where equity requlres the use of such
stances of 81-9.107-3(a), we do not consider that o clauses.

this is a completely satisfactory solution.
Therefore, it is suggested that a statement be-
included in the FPR to indicate that the patent
policy specified in the FPR is required only when
the Government funds a substantial part of the.
contractual effort. TIF the Government's con-
tribution to a’ co-sponsored effort is not ,
substantial, the agencies should be given wide
discretion tg adopt appropriate patent provisions...

-8 1-9.100 is not fully in accord with the ex- - Substantially See Ratlonale to Justxce ‘comment

ceptions allowed by § 1-9.107-6. Thus, it is adopted -+ on page 3.
recommended that the following be added at the . .
end of the paragraph: .
-—, with the exception of 1nvent10ns arlg__g
from work under such arrangements governed
by specific statutes or treatv requlrements —




1-9.101 (Reserved)
1-9.102 . (Reserved)
:1-9.103 (Reserved)
1-9.105 ({Reserved)
1-9.106 (Reserved)

wwm

SECTION 1-9.107

8 1-9.107 Patent rights under contracts for research and devélopmeht;?,

TR -

SUBMITTED BY  COMMENT ~ Y o _DISPOSITION .

RATIONALE.



8 1-9.107-1 Introduction.

on August 23, 1971, the President promulgated o Statement -of: Government. Patent Pollcy (36 F.R. 16887, August’ 26,
1971) applicable, subject to statutory requirements, to all ezecutive departments and agencies which comprises a
revision of a prior Statement of Policy (28 F.R. 10943, October 12, 1963). Essentially, the goals of this State—
ment of Government Patent Policy are to provide crlterla for: determining, the d139031t10n of rights in 1nvent1ons
resulting from federally sponsored research and to promote the expeditious development of such .invéntions to the
point of practical application so. that the public can benefit from early civilian use of the 1nvent10ns. Within
prescrzbed limits, the policy now gives agency heads _greater. latltude to grant such add1t10na1 rights to Govern--
ment—sponsored lnventlons, as are deemed necessary to encourage commerc1al use of the lnventlons. '

SUBMITTED BY __ COMMENT ' " e f DISPOSITION _RATIONALE_

" JUSTICE - . 'In capsulizing the goals of . the President’s - Substantlally Suggested change introduces general
(RYAW) Statement of Govermment Patent Policy, 81-9.107-1 adopted™ = ~ criteria set forth :in "Basic Consid-
'( & Y- emphasizes the g:antlng of additional rights by. - . _ erations" of Presidential Statement
" (WERTH)  the Government to encourage the expeditious = . which would be of assistance to

agency heads. Modifications made

development and commercial use of inventions. largely to achieve brevity.

It ignores the need to promote healthy com-—.
petition as a factor to be weighed with the
need for the granting of such additional

rights to industry to draw forth private

1n1tiat1ves. Both factors are eqiaally empha-

sized in the "Basic Considerations” of the-.

Presidential Statement. It is suggested that _

beginning with the second- sentence,‘the’section_

" be.changed to read as follows:

L Essentlally, the goal of this Statement of B
Covermment Patent Policy is to provxde ) '
"eriteria for determxnlng the disposition .~
of rights in inventions resulting from .

. federally-sponsored research. 1In promotlng_n
the expeditlous development of’'such in-

ventions to the point of practical ap 11ca-g.l
_ tion so that the public can benefit




—

' §:1—9.107-1 " Introduction. -comt®d.

insett;-~or,where=equitable circumstances =
would justify such allocation of rights, --.

DISPOSITION

SUBMITTED BY _COMMENT RATIONALE
JUSTICE early civilian use of the inventions, agency
(RYAR) . heads must weigh in the disposition of patent
(&) rights under Government contracts both the
- (WERTH) need for incentive to draw forth private
: - initiatives to this end, and the need to.
~promote healthy competition in industry.
 CODSIA B 1-9.107-1, line 7, after the word "grant", - Adopted - .. ¢larification .
e deléte-j?ﬁeﬁ?iand ingert -~ to Contractors ——« . o - :
) line ‘8, after "inventions," " adopted " fProvides greater cdnsistency'with the

- - language of the Presidential Statement;; _;
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8 1-9.107-2

(Resef&ed},

§ 1-9.107-3 Policy.

comm' . o DYSPOSITION

SUBMITTED BY _RATIONALE -
USDA Sectzon 1-9.107-3 of fhe propcsed regulatlons : ebmmenfary_ Sée revised g 1-9.107~i(b):which .
provides . that statutory reguirenments

is substantially a verbatim copy of Section 1 - enly
of the President's Pollcy Statement which o

_'prescrlbes the criteria for administrative '
determinations whether the Government or the

contractor acqguirxes the principal patent rights
tg inventions made by a contractor during the

'performance of federalLy—funded,research,and
'deve10pment, -

-‘Nelther this sectlon nor’fhe correspondlng sSec
~- tion of the President's Policy Statement applies

to the Départment of Agriculture because the
Research and Marketing Act of 1946, as amended
(7 U.S.C. 427i and 1624), requires that research’

. contracts made by the Department "shall contain

requlrements making the results of research and -
1nvest1gatlons available to the publlc through
dedication, assxgnment to the Government, . or

such other means as the Secretary shall determine.”

We have construed ;helquoted statement to preclude
acquisition of title to inventions by a contractor

under any conditions and to require that the Gov- |
ernment obtain the entire right title, and :
interest throughout the world. Accordingly,_promulaﬁ-",'
gation of the proposed regulations by GSA would not -
affect the present policy of the Department. .

" . will be considered in the applicatlon

of -the subpart.



) ) ,}
8 1-9.107-3 - Policy. (comt®d.}
SUBMITTED BY COMMENT .. DISPOSITION __ RATIONALE
NASA - The- .POliCY statement Of 8 1-9.107-3 iS me'rely a- NQ'E Co]'mnenf ls. deemed mérltorigus. f. However'

restatement of the basic policy of the President's Adapted
Memorandum,. Very llttle guldance is given to the :

- contracting officer on the use of such items as
‘exceptional circumstances, methods for appealing -

a.contracting officer's decision to use a spec1f1c

- clause, use -of the special domestic license and

provisions concerning foreign rights, and the:
determination to grant greater rights to a con-
tractor. It would appear. necessary that either the:

 FPR provide additional guidelines in the above—:

noted areas to the contracting officer or that
provision be madé in these regulations for the
agencies to adopt- implementing regulations which
will specify their standards and procedures for
making exceptional circumstances, greater rlghts,_-
and the other decisions required by the FPR.

except for "greater rights”, this matter

- requires independent.consideration by - -
. the Committee on Govermment Patent I

Pollcy separate from the issuance of

“- this regulation. Section 1-9.109-6

has been added to this regulation to

. give ‘the agencies quidelines on -

"greater rights" determinations.

A task force should be established to

develop such guldellnes so that

greater con31stency may be achleved
in the agency's implemeritation of the .

-

Presidential Patent Policy Statement;¢



& 1-9.107-3 Policy. {cont’d.)

{a) The Government shall normally acquire or reServe'the‘right.to_ecquire~the principal or exclusive rights
throughatﬁhe world.in.and to any inventions made‘in_thercourse of or under a contract where: . '

(l) A‘pranLPal purpose of the contract is to-create, develop, or improve products, Processes, or methods
,whlch are intended for commercial. use (or which are otherwise intended. to be made available for use) by the general
-publlc at home or abroad oxr whzch wzll.be requxred for such use by gcvernmental regulatlons. or

- (2) A prlnclpal purpose of the contract ' is for'exploratlon Lnto flelds whlch,dlrectly concern the pub11c
: health ‘safety, or publlc welfarey or .

. (3) The contract is in a fzeld of science and technology in which there has been 11tt1e 51gn1f1cant _
expeérience outside of work funded by the Government, or where the Government has been the principal developer of -
the field, and the acqu1sltlon of excluslve rlghts at the time of contracting nght confhr on the contractor a

' preferred or dominant position; or :

(4) The services of the contractor ares
(i)' For the operatiom of a Government-owned research or production facility}'or,
(ii) For'coordinatiné and directiﬁg the &ork:of others.
.In except1ona1 circumstances the contractor may acquire greater rights than a: nonexclus1ve 11cense at the time of
- contracting where the head of the department or agency certifies that such action will best serve the public Lnterest
Greatexr rights may also be acquired by the contractor after the invention has been identified where the head of the
department or. agency determines that the: acguisition of such greater rlghts is conszstent with. the intent of" th;s

'paragraph (a) and is either a necessary incentive to call forth private risk capital and. expensé to bring the
.invention to the -~point of pract1ca1 application or. that the Government‘s contrlbutlon to the invention  is small

. compared to. that of the contractor. Where an identified invention made in the.course of.or under the contract is

not a primary object of the~contract greater rlghts.may also be acquxred by the contractor under the cr;terta of
(c) below. _

/o



8 1-9.107-3 Policy (cont'd.}

{a)

cont'd.

DISPOSITION |

_RATTONALE

SUBMITTED BY  COMMENT

. NSF

8 l—9.107—3{a)(2),”it~15'suggestéd'that

_education be added to the fields of public

health, safety, or public welfare presently
included. : ) :

Rejected .

’/

-‘Word "education” is\hqt spécifically
provided for by the Presidential -
. Statement. - - ST
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8 1-9.197-3 Policy (cont'd.} .

{a) cont'd.

SUBMITTED BY _ COMMENT __ . e DISPOSITION RATIONALE
COMMERCE In 1-9,107- -3(a)(2), line 2, 1nsert Eublxc before Adopted. " Makes section cohsistent with the

safety”.: When amended, this subparagraph will ' L : 'Presidential_Statement,
read the same .as. Section 1l{a}{2) of President's o . . ) e
Statement of Government—Patent Pollcy, dated

August 23, 1971. .

VA ' There is né major objectlon to concurrence in - Commentary

Prosthetlc the. proposed.amendment.regardlng patent only
& Sensory policies. Preséent patent policies, under : )

' Aids Service which the Government normally takes title to
: subject inventions under-prosthetlcs research
_contracts, presumably can continue under-
. 8:129.107-3(a) (2), since a pr1nc1pa1 purpose
is for exploration into fields which directly
affect public health, (Presumably it would be
wise to have research contracts state explicitly
this relation.) There seems no objection. to-
reservation' of a revocable royalty-free non-
exclusive license to the contractor. ({As a
practical matter, we have issued such a license -
to. an inventor of a hydraulic' knee joint, and
he has been the sole maker, though several
-potentlal competltors were llcensed.s¢mu1taneously-) .

/e
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8 1-9.107-3 Policy (cont*@.}

{a) cont‘'d.

SUBMITTED BY

' RATiONALE'

JUSTICE
(RXAN)

" the facts upon,whlch the determination to grant

. of the. contractor,
" of the Government and the contractor togward the

COMMENT

T - — g
{e 1-9.107-3(a) (4} (ii) is silent on criteria for |

‘determining the existence of exceptional circum -
stances and the public interest factors warrantd

ing’ the certification by the department or
‘agency head supporting the contractor's ac-—

guisition of greater rights: at the time of A

contractlng'J[Heze the regulation should
regquire that the certification state in wrltlng :

greater rlghts is based, and should require the
" contractor's written presentation of facts suﬁ
porting his claim to such rights. Furthexr, the:
regulations khould reguire that the certlflcatﬁ§1

and the contractor's presentatlon be made mattens
of public record by publication in the Federal
Register.Jfcertification with the same;require-\
ments should apply to the granting of greater
hts after identification of the invention,
%h the additional element that the public
record should show, among the facts supporting’.
a determination_ that such granting
incentive . to call forth private risk capital and
expense, the contractor's estimate of his costs
to brlng the invention to the. point of practical
application, or, where the Government's contri-

bution to the invention is small compared to. that
the respective expendlturas dq

“invention should be set out in the publlc recor
of the findlngs on which the agency head's -
determination is based, (For the game purpose_

DISPQSIIIQN i

is a necessary

(a) ‘
Not adopted!——-COmmPnt is ‘deemed merltorlous. ‘However,
] this matter requires. independent con- y
sideration by the Committee on Govern—
ment Patent Policy separate from the
issuance of this regulation: - .
A task force should be established to i
/develop such guidelines so that greater '
_ con51stency may be achieved in the.
agencies' Implementation of the Pre51— .
{b).-. dential Patent Policy Statement. .

Adupted. ~See revised Section 1-9.107=4(b) -

in part Record of Dec¢isions - A publication in

I the Federal Register of agency head
determinations of "exceptional circum-

stances" is not adm1n15trat1vel
practgcal%. y

ey . o . . I
Adopted—a—————uSee the added Erov1510n of Section

in part 1-=9.109-6. for ‘greater rights" deter-
“minations and revised Section 1-9.10F-
4(b), Record of: Declslons.- Corres--~~ L
pondence relatlnﬁ to such reguests is

a "public record" available for exam-
ination upon request under 5 U.S.C.
552 to the extent the matter requested’

is not s £ 1 .
clasure B;cgt;cal y e#emptgd from dis-

of furthering the public interest in commerCLallza—

tion of inventzons 8 1-9.107-5(a) {c) (2) {1}
cussed again below should provide for a
the contractor's financial expend:.tures towards

s ow1n of

development to the point of practical appllcatlon,

etc, during the three-year period of exclusxvzt
'granted the contractor.)

/3



8 1-9.107-3 Pollcy (cont‘ém)

(b} 1In other situations where the purposerof the contract is to buzld upori ex13t1ng knowledge or technology to

develop information, products, processes, or: methods for use by the. Government,

and the work called for by the

contract is in a field of technology in which the contractor has acguired technical competence (demonstrated by
factors such as know-how, experience, and patent position) directly related to an area in which the contractor has_
an established nongovernmental commercial position, the contractor- shall normally acquzre -the pr1nc1pal or . exclus-___
ive rlghts throughout the warld in and to any resultlng inventions. . . . : . g

SUBMITTED BY

_COMMENT _

 DISPOSTITION

RAT IONALE

JUSTICE
(RYAN)

~ AMERICAN OIL.
" COMPANY

'8 1-9. IO?—B(b) should make clear the scope of a

field of technology /”h-wheeh—the—eentraeter-has

_ soynired—techmicat-competence{demonstrated-by
- Enekora-such-as-knov-hews - experitanees—and-patent

positiend-dixeetly-related-te-an-area—din-whichy
the—eontxuctox—hne-an—estabieshedrnongovernmentai
eommeretai—peeitton.fei7 Without . greater spec-

_ificity, it would appear that when the con- -

_tractor has only a threshhold position he non-
theless. could obtain rights{in a broad area at
time of contracting, whemn, 'in reality, he
should fall into the deferred determination:
category of 8 1~9 107~ 3(c}ma | :

"It is hoped that the pIOVISlOns of s I-9. 107-3(b} Cbmmentary "

will be adopted, because companies with proprietary .only

interests in a given area may be reluctant to bid

" on. contracts dealing w;th.that particular area when‘

the Government takes full rights to patents. Tt is
believed that if the object is to develop a com- - '

mercial process or product, the best arrangement is
for the contractor to receive full rights to. the

patents with the Government: retaiming a royaltyh

Not adopted -

Comment is deemed meritorious. However, -
this matter requires independent o
cansideration by the Committee on

-Government Patent Policy separate ffom S

the lssuance of thls regulatlon._

A task force should be established to 3
develop such guidelines so that greater -

.conSLStenCy may be ‘achieved in the
. agencies’

implementation of the .
Presidential Patent Policy Statement.. - .



8 1-9.107-3 Policy (cont‘d.}

(b)‘ cont'd.

SUBMITTED BY _ COMMENT , o &~ DISPOSITION __ RATIONALE
: AMERICAN OIL free position. . In that way, the: Govéfnment will -
-COMPANY - ‘receive better work and guicker results for.less

(cont'd.) money, while the public will be more certaln to.’
o SRR beneflt.from.new developments.1 : S

- JUSTICE Sectlon 1-9. 107m3(b), ‘add the follow1ng after the . Not : Comment is-deemed meritorious.

(WERTHY .. = present text of subsection - . ‘Adopted . However, this matter requires. -

o : ' In determining whether or not a centractor has - ' _independent consideration by the _
established a nongovernmental commercial posi-. Committee on Government Patent Policy
‘tion in a field of technology there shall be §3P3§:Ef°£r°m thésisguance of this
considered as factors (1) has the contractor reg - ' ‘

i =

B

B

o

"a commercial business of selling goods -or
services. in the domestic or foreign markets,.
outgide of sales to the United States (2) is :
the -business based upon the same knowledge,
technology, and scientific principles in- |
volved in the field of technology covering
the .work called for by the contract, and

(3) would the contractor's nongovernmental .
commercial position and business outlets be -
directly agg_xcable in the commercial ex—'
ploitation of the inventions which .are llkelv
to result from performance of the contract
work. :

A task fbrce shoudld be established

to develop such guidelines so that .

_greater cons;stency may be achieved.

in the agencies' implementation of
the Presidential Patent Pollcy

- Statement,



v

8 1-9.107-3 Policy (cont'd.)

{¢) wWhere the commercial interests of the contractor are not sufficiently established to be covered by the
criteria spec1f1ed in (b), above, the determination of rights shall be made by .the agency after the invention has
- been identified, in a manner deemed most likely to serve the public interest as expressed in this policy, taklng
particularly into account the intentions of the contractor to bring the invention to a point of commercial
‘application and the guidelines of (a), above, provided that the agency may prescribe by regulation special
situations where the public interest in the availability of the inventions would best be served by permlttlng
the contractor to acguire at the time of .contracting greater rights thana nonexc1u51ve license.

SUBMITTED BY COMMENT : ) ) DISPOSITION RATIONALE
JUSTICE With respeckt to the deferred determination s Not Comment is deemed meritorious. However,
(RYAN) category, & 1-9.107-3(c) provides an exception Adopted " this matter requires independent Ton-
whereby agenciés may prescribe by regulation - o sideration by the Committee on Govern-
‘special situations where the public interest ment Patent Policy separate from the
in the availability of the inventions would issuance of this regulation. ..
best be‘served by pérmitting the c?ntractor : ‘A task force should be established to
~ to acquire at the time of contracting greater ~develop such guidelines so that greater
" rights than a nonexclusive license. With _ consistendy may be achiéved in the
respect to these agency regulations, 81-9.107- ‘ S agencies' implementation of the Presi-
3{c) should supply the criteria defining I dential Patent Policy Statement.

these special situations and the elements in-
volved in determining the public interest.

JUSTICE Section 1-9.107-3(c), add the following to Accommodated -  Section 1-9,109-6 has been added to the

{WERTH) . the end of the subsection - in part regulation to speclfy the contents of

. - A contractor's request for greater rights . an . app}lca?lon fér a "greater rights”
shall be in writing and be made part of a . determination. :

public record which shall include all o ~ Correspondence relating to a greater

rights determination is a "public

unications pertaining to the grant of : : . .
— £ record” available for examination.

/€




8 1-9.107-3 Policy (cont'd.)

{c} cont'd.

SUBMITTED BY COMMENT : DISPOSITION

RATTONALE
JUSTICE such greater rights, The publiec record shall upon request under 5 U.S.C. 552 to the
(WERTH) show that grant of such greater rights is a extepz_thilmatter regugsted is ?°t
cont'd. necessary incentive to call forth private specifically exempted from disclosure

risk capital and expenge, the contractor's

estimate of his costs to bring the invention

to the point of practical application and,

where the Government's contribution to the

invention is small compared to that of the

contractor, the respective expenditures of

the Government and the contractor toward the.

invention.

/7

by statute.

The last sentence .of this Justice
comment is not applicable to 1l(c)

_type inventions.




8 1«9;107-3‘_policyttcant*&;i . S . j : -

{(d) In the situations specrfied in (&) and (b),. abcve . whem twn ox more'potentral contractors are judged to have
presented proposals of equivalent merit, wrll:ngness to grant the Government principal or exclusive rlghts in
resulting 1nvent10ns w111 be an‘addltronal factor'rn the.evaluatlon of‘the praposals.

SUBMITTED BY COMMENT . ~ - . DISPOSITION _ RATIONALE
' COMMEﬁdE! - In liﬁE_lt chanQQ."(a}ﬁand ()" to (b) and (c}. . Adopted. ‘Bccuracy.
’ 'ﬂﬁSBf.."'- < A draft has been circulated for an FPR‘issuanCey_ 'Addpted'r. .'An-appfopfiate_crogs_réferéncé'shbuld

on research and development contracts. The FPR . be- included in 8 1-4.1 of the FPR.
provisions include a statement of the factors ' L S ST
to be considered in evaluating proposals.
Section 1-9.107-3(d) of the proposed patent
regulations appears to include an additional
' factor for such an evaluation. Therefore, it
is recommended that an approprlate cross-—
reference be made between this section and the.
- proposal evaluation section of the FPR on
research and development contracts.:

SBA " Subparagraph {¢) {2} of the Patent Rights clause  Rejected th,prov1ded for in the Pre81dent1a1

requires the dontractor to agree to grant, upon . Eolrcy-statement,--
request of the Government, an exclusive or non-. '
exclusive license to responsible applicants'on,

. terms. that are. reasonable under the circum-~

" stances. -Section 1-9, 107-3{4) provrdes that 1n _

_ case of equal propoaals, w1111ngness to. grant the_'

'Government principal or exclusive rrghts in re-
sultlng inventions will be an additional factor

" in the evaluation of the proposals. We suggest

that one more evaluation factor be added to the

e

/9



8 1-9.107-3 Policy (cont'd.)

@) {cont'd.)

SUBMITTED BY

SBA

(cont'd.)

BBA
(LANE}

COMMENT . . .. DISPOSITION

paragraph; namely, willingness of the contractor

to grant,‘ugon'rquest_affthe Government or small_;”

business concerns, an exclusive or nonexclusive

license to responsible small business concerns
on terms that are reasonable under the circum—- -

‘stances., .

In' 8 1-9.107-3(d), it should be made clear that  Rejected

no factor can legally be used in evaluation of
proposals unless it is specified in the RFP '
either initially or by formal amendmernt to all.
offerors.. =

'/7"

_RATIONALE .

' Inconsistent with 8-'1(d) of Statement. =




$.1-9.107-3 - Policy” {cont'd. 1

(e} Whenever the p:1nc1pa1 or exclusive rlghts in an 1nventzon rema;n in the contractor, the Government shall
normally acqulre-

(1} At least a nonexclusive, nontransferable, pazd-up Ilcense toc make, use, and sell the lnventlon through-
out the world by -or on behalf of the Government of the United States (including any. Government agency) and States
and domestic manicipal governments._unless the agency head determlnes that it would not. be in the publxc interest.
to acquire. the llcense for the States: and domestlc municipal governments- and

(2) The right to sublicense any forelgn government pursuant to any existing or future treaty or agreement
if the agency ‘head determines it would,be in the natlonal xnterest to acqulre thle right; and

(3) The principal. er excluSLwe~rlghts ta: the 1nventlon in any- ccuntry i thch the contractor does not
elect to secure a patent. S

" SUBMITTED BY _ COMMENT . - S . = __ DISPOSITION  RATIONALE
' - - sugaest i i Not ado ted._.nCo ent is deemed mer torlous. However
JUSTICE. (s 1 9.107 3ge) should suggest criteria for the P _t gm nteis dee gres indegendent Quever,. .
: : agency head's determination that it would not ratlon bg %ﬂ Commlttee on Govern-.
(o) 2

ment Patent icy separate from the

be in the public interest for the Federal issuance of this regulation.

Government to acqulre a license for the States )} (hy . ) . A task force should be establ;shed o -
‘and domestic municipal governmentsa States and} Rejected devel og such gulgellnes sodtgattgreater“
municipal governments should be afforded nothe I ' consistency may be achieve

agencies’ 1mp1ementat10n of the Presi- ;

of the agency's intent and in such situations dential Patent Polzcy Statement

opportunity to. present a case in behalf of. thein. ] - o

mterests; Again, there ought to be in the B B - gpt. ~é@ln;5tratlv-91¥ _feas_:,ble..
- Federal Reglster publlcatzon of the facts uwpon |- ' B ‘ L

wh;ch the agency head bases his. determlnatlon;

P

@ TR

SBA L Under Section 1-9.107-3{&)(1).'the Government. . Adopted - See rationale to comment relatlngzte
acquires” a nonexclusive, nontransferable, in part corresponeence and record keepxng on
“paid""upn Ii_-cense‘- ﬂlequoted term is not S . Page 13' . .

216
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& 1-9.107-3 Poliey (cont'd.)

(e)

SUBMITTED BY

(cont d.}

COMMENT DISPOSTTION

_ RAT,IONA'LE

. SBA
“ {eont'd.)}

PREASURY.

- defined.
_tractor may receive a "royalty-free" license.

The regulation provides that the con- 'Rejected.
Presumably, the term "paid-up” means something

other than royalty-free, but in the interest of

clarlty. the term should be- defined.

Treasury:has one comment to make of a technical:
nature; i.e., the term “"States and domestic
municipal governments", presumably is intended
to cover all state and local govermments, in-

Adopted'
1n part

' . cluding county governments, school districts,

‘etc,

In'S‘l—9.107+3(e), it is questioned whethet the

.The. troublescme word is "municipal"”,
which seems to refer only to towns and cities.
Therefore, it might be more accurate to change
the term to "state and local goverments" or

"state governments or the governments of’any

p011t1ca1 eubd1v1slons thereof "

Rejected
contractor selection process or the proposal o =
evaluation process should include as a mandatory
criterion willingness on the part 6f the proposer:
to grant principal or. exclusive rights in result—
ing patents to the Government. - In lnstances of .
flndlng equally qualified contractors it ‘is rare
and the addition of Sectlon (e) does not make a
SLgnlflcant contrlbutlon to the proposed regulatlon-

r/

. The term a ald-up is used in 8 lth)(llf'
-of the Statement and its retention is

deemed desirable.  The meaning of the
term is well understood. Further -
clarification is not deemed necessary.

Language of the provzslon ‘is that of )
8 1{h)tl) of the Presidential Statement

~and variation therefrom is deemed

undesirable. See revised definition -
8 1-5.107-5(a) — Patent Rights clause -

~ Option. in the Contractor, paragraph

(a) (3) Deflnltlons.

This comment seemingly directed to .
8-1~-9.107-3(8). . If- 50, the provisions .
of this section are in conformance with
s l(d) of the Statement.



%;L-

8 1-9.107-3 Policy-(contfd;)

{e} (cont'd.}

SUBMITTED BY COMMENT ' . DISPOSITION RATIONALE
JUSTICE Section 1-9.107-3{e}, add the following para- Rejected See rationale;for Justice comment on
{WERTH) . graph at the end of subsection - , page 20.

A determination that it would not be in the
public interest for the Federal Government to
acguire a license for states and domestic
municipal governments shall be made on the
record, after notice to States and municipal
governments of the agency's intent, and a
hearing in which interested parties may appear.
The agency head's determination shall be pub-
lished in the Federal Register with a reference
to where the facts and documents on which it is
baged may be found.

2 L




& 1-9.107-3 Policy'icont*d.}.

" {f) Whenever the principal or exclusive rights in an invention are acquired by the Government, there may be
reserved to the contractor a revocable or irrevocable nonexclusive, royalty-free license for the practice of the
invention throughout the world; an agency may reserve the right to.revoke such license so that it might grant an.
exclusive license when it determines that some degree of exclusivity may be necessary to- encourage further develop*
ment and commercialization of the invention, Where the Government has a right to acquire the principal or exc1u51ve
‘ rlghts to an invention and does not elect to secure a patent in - forelgn country, the Government may permit the

- contractor to acqulre such rlghts in any foreign country in wh101 he elects to secure a patent, subject to the

Government s rlghts ‘set forth,zn (e}, above._ : . T :

SUBMITTED. BY 'comr A : IR _DISPOSITION __ RATIONALE

' :c6351g _ in 8 1-9. 107-3(f), after the flrst‘sentence, . jRejected' . However a_provisibn'has been added to -
: o insert -- However, an agency should ordinarily = _ - the regulation in' 8 1-9.107-5(h) where-.
grant an irrevocable license to the Contractor =~ . .. . an agency may grant the c¢ontractor an

" irrevocable license on subject _
‘Inventions prevzously constructively
‘reduced to practice.. Also an agency .

whenever the subject invention is in the Con-
tractor's field of technical competence be-=

cause it is such a Contractor that ordinarily - S may- grant the comtractor an irrevocable
will most. quxcklv further develop and com- . . —_— license on all subject 1nventlons if 1;
mer01a112e the invention. -- = . o : - decides to use the provxslons of '

B 1—9 107 -5(g) .




8 1-9.107-3 Pollcy‘(ccnt d. )

fg) Proposed.

COMMENT -

DISPOSITION

. RATIONALE

SUBMITTED BY

JUSTICE In kéeplng with Justice’s proposed'reVLSioﬁ to Adopted | Language expresses a provision which
(RYAN) 4 1-2.107-1, the following paragraph should be: . ’ has been considered too implicit in
&) added to the end of & 1-9 107-3: all Government regulatlons.

{WERTH)

tg) thhing_contained in this Subpart shall

be construed to confer upon any person any

1mmun1tg from the antitrust laws or from a

charge of patent misuse, and the acquisition
and use of rights pursuant to this subpart
shall not be immunized from the operation of
state or federal law by reason. of the source
of the;grant of such rights,

2
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T

5.1-9.107~4u Procedures..

(a) '§e1ection'ofggatEnt riqhtsrclauée._

(1) Whenever a contract-has ‘as a purpose the conduct of experlmental developmental or research work the
agency shall. apply the policy in 8 1-9,107-3 to the contracting situation, and shall 1nclude in the . contract the
patent rights clause in 8 1- 9 107-5(3), (b), oxr (c). as approprrate,

(2)  The clause in 8 1-9. 107-5(a) prcvrdes the Government with the right to acqulre title in and to any

_invention made in the course of or under the contract subject to the reservation to the contractor of a nonexclusive

revocable, royalty-free license; however, the agency may permit the contractor to obtaln'greater rights than a.
nonexclus1ve license after an invention has been identified if certain criteria are met. The agency shall include
this clause in a contract whenever it determines that the work to be performed under the contract falls within

8- 1-9, 107-3(a). In exceptional circumstances this clause may be modified to provide the contractor with*greatert_;

rights than a nonexclusive llcense when the agency head. determlnes that such action will best serve the public
interest. - B e

: (3) Whenever the agency determrnes that the work to be performed under the contract comes. within 8 '1-9. 107~
3(k), it shall include in- the contract the clause in 8 1-9.107- 5(b). This clause prov1des .the contractor with the

‘right to acquire title to any resulting rnventlon and for the Government to acqulre a pald-up 11cense and the‘3

addrtlonal rlght tol grant sub11censes.

(4) The clause in 8 1-9..107-5 (c) prov;des that the determ1natzon of IlghtS»ln any’ lnventlon made in the 7
course of or under the contract shall be made by the agency after the invention has been identified. The agency
shall include this clause in: the ‘contract whenever it determines that the work to be performed under the contract

.. comes within 8 1-9.107-3(c}, provrded however, that the agency may prescribe. by regulation special situatlons

where. the publlc interest in the ava11ab111ty of inventions resulting from such work. would best be served by

permltt1ng the contractor to acqulre at the tlme of ccntractrng greater rlghts than ‘a nonexclusrve 11cense.

SUBMITTED BY _ COMMENT _ e .. _DISPOSITION. __ RATIONALE o)

N : R ) '_ L . : - ' o L Cgmment is deemed merrtgrlo 2 However.ﬁi
JUSTICE Silence on criteria for granting greater rights =~ Not . 'glégratiggr e uéregmmltt : ﬁnEo$°?E- -
{RYAN) ~ in exceptional circumstances prevails in 8 1- Adopted "mggt Paten% EﬁllCY sefgrate rom the

S 9.107-3(a) (2). {See Justice comment under S .. pBguance o Ls regulation. . .
(s 1-9 107 3(3)(4}(11) ) - . R -.%e%gispforcﬁmgﬁoglilggsegsagﬁﬁiiiget%era.'

- - . consigtency e achieved .
_ ' ‘ iLxgk' . agencies' 1mp1ementatlon of  the Presi- - -

dential Patent Policy Statement.«;y



8 1-9.107-4 Procedures-,icontfd.)

(é) Selectlon of patent rights clause._(éont(d.)

COMMENT ' : i_f ' .. _DISPOSITION

SUBMITTED BY : RA’TIONALE
USDA § 1-9.107-4 merely describes and explains the  Commerttary '
T " reguired speclflc patent clauses to be included only
in all R&D contracts and which are set forth in '
8 1-9.107-5.
NASA. The procedure sectlon, 5 1-9.107-4(a), essentlally- Rejected.f 'The Presidential Statemént sets forth

. tracks thé paragraphs l(a),_l(b), ‘and 1{c) of the

President's Memorandum and requires the use of
one of three applicable patent rights clauses

- entitled "Patent Rights Clause - Option in the

Govermment,” Section 1{a) of the President's

‘Memorandum; "Patent Rights Clause - Option in- -

theICOntractor” whenever the proposed effort is

within Section 1(b) of the President's Memor-
- andum; or, the "Patent Rights Clause - Deferred

Determination” under Section l{c) of the Presi-.

‘"dent's Memorandum. The fiction that there are -’

three patent rights provisions in the Presi-
dent's Memorandum has thus been preserved by -
the adoptlon of three patent r:.ghts claises.
There is only -a minor. difference between the.
clause *option 1n the Government” and the one
entltled "Deferred Determination." ‘In “both .
cases, the Government, in effect, has the
exclusxve power to determlne whether a con-
tractor shall obtain greater rights to- any
resulting inventions or whether the Gévernment.:
will retain such rights. The use of three
clauses complicates the procurement situation-
since it makes it necessary for the contracting .

three separate- situations, the first a

_-presumption of Government ownership, -
.the second a presumption of contractor

ownership, and third no presumption . of
ownershlp prlor to a determinatlon after

the 1nventlon 1s made.



8 1-9.107-4 Procedures (cont'd.) .

(a) Selection of patent rights clause.{cont'd.}

SUBMITTED BY _COMMENT __ ' _DISPOSITION __ RATIONALE

NASA- officer to consider a sequence of events in order
(cont'd.} to determine which is the applicable clause for a

specific contract. For example, it is necessary
for the contracting officer to determine whethér
or not his contract falls within the "QOption in
the ‘Government” area before he can request the-
information to make the determination as to
whether the "Option in the Contractor" or the
"Deferred Determination” clause is applicable.

If the "Qption in the Government™ and "Deferred
Determination" clauses were combined, it would
simplify the decision making process and would
not do violence to the concepts of the President's-
Memorandum as they have been interpreted over the

years.
I (a) _
JUSTICE (ﬁ 1-9.107-4(a){2) should state the criteria for Adopted -See the-added provision of 8 1-9.109-6
{RYAN), granting of greater rights after identification ®) - goitggga“greater rights" determination
of the inve_ntion] and Ghe criteria for the deter-y o o .Sge ratic.male (a) and (¢) for the
mination of the existence of excepticnal circum- Adopted comment on page 13. : R

stances and the public interest supporting the
granting of greater rights. Publication in the
Federal Register of the greater rights deter-
minationg and the facts on which they are based
should be reguired. The publication should
include any written submission and allied data
_supplied by the contractor in support of the
determinationJ‘ : -

27




8 1-9.107-4 Procedures (cont‘d.)

{a)

‘Select{on Of;patent.rights clause, (cont!d.] '

SUBMITTED BY _ COMMENT _ DISPOSITION RATTONALE
JUSTICE Section 1-9.107-4(a) (2), line 3, cancel /7-hew- _Adoptaiu" See the added provisions of s 1-9.109-6
(WERTH) ever—~the—ageney~mey-pe=mtt-the-cont:ector—to S for "greater rlghts" determlnatlons.

ehtaen—gfeatee—feghte—ehan-a—nenexeiueeve
iieenee-after-an—enventeen—haS*been—téenttfted
1i-ee£taia-efeteiea—are—me€7
" line 6, cancel /H;7
and substitute therefor -- After an lnventlon
has been identified oxr 1n —= 1 and
~ add the following =
after the. subsectlon - o
The determlnatlon of the ageney head shall -
‘consider, among other factors (1) the nec-
- essary incentive to call forth private rlsk

capital and expense (2) the contractor's estlmate f'

of his costs to bring the invention to the point

- of practical application and (3) where the Gov-

- ernment's contribution to:the invention is small . ..

compared to that of the comtractor, the res—'_'_
pective expenditures of the Government and the
contractor.

The determlnatlon shall be reduced

to wzltlng in a public record of the findings on'

which the agency head’s determination is based.

- The results‘'of the determination and reference. to:_e

the: locathn of the supportlnq record shall be
publlshed in the Federal Reg;ster.

25

"The criteria for determining of greater
- rights is included in the provision of
“"the added 8 1-9.,109-6, and records of o
decisions_are requlred to be malntalned'
. by the agencies pursuant to revised
8 1-9.107-4(b) .
. ‘determinations in the Federaereg;sterrt
v is considered to:be inappropriate ...

Publication of these

since: it is a contractual matter.



311-9.107f4~ Prdcédﬁres'(Coﬁt'd,)

(a}. Selection of patent rights clause.’ (cont'd.)

ATD

makes them applicable to contracts and grantsr-

~having "... as a purpose the conduct of

éxperimental, developmental and research work....

- (emphasis added). The President's Statement of

vaernmentzpaﬁgnt.Policy by its terms is applicw—
able to contracts. and-grants whose principal
purpose’ is the conduct of the aforementloned

"_ kinds of work.

The agency makes many grants where the research Substantially .
" activities are. prov1ded for in very general - a~adopﬁedf‘ ! '

terms. and: which are incidental to the. prlmaryy{-
purpose of the grant, This is particularly.

'true in institution building grants made to

U.S. research and educational ingtitutions
under the authority of 8 211(4}, Forelgn
Assigtance Act of 1961, as amended ‘where

the_principél.purpbse-ls to strengthen the-

29

. SUBMITTED BY COMMENT _ - -',1 - DISPOSITTON __ RATIONALE
" NSE 8- 1-9 107—4(a) does not make any major conr - .Rejected It is the consensus of this Imple~
trlbutlons to the patent ‘policy set forth at - - ' mentation Subcommittee ‘that to.
length in 8 1-9.107-3. Further,’ subsectlon sepatate "policy" from "procedure”
(a) is made very difficult toc £ollow as a ~is a preferable arrangement-
résult of the fregquent and lengthy cross ' ' :
references. Simplification of Subsection {a}
or .combination with 8 1-9,107-3 would be
helpful for purposes of clarity.
.8 1-9.107-4(aYy (1Y of the proposed regulations .  Rejected. A patent rlghts clause. is: approprlate )

for use anytime Rs&D work is to be
performed under contract._

See the provisions of revised

-8 1-9.100 Scope of Subpart, wzth'
J'respect to grants. .




8 1-9.107-4 Procedures. {cant'd.)

{aY Selection of patent riqbtg clause. féont'd-l._

 SUBMITTED BY COMMENT '- - - _DISPOSITION __ RATIONALE |
AID _ the-capebility of the grantee to develop and
(cont'd.} _carry out programs of development_in less

developed countries, rather than the conduct _
.of research and development work. Application
. for thée proposed regulations to such grants
would impair the ability of the Agency to
negotiate them and impede the accompllshment :
' r_oﬁ their objectives.

Accardingly,-it'is reconmended that modification
of the propused regulations be made consistent
“with the President's Statement and the consldera-

tlons expressed above.

. - C a '
CODSIA = In 8 1-9 107-4(a)(2). line 3, before "revocable" éegected;
. R insert —- 1rrevocable -3 _
y 11ne 4 before 1nc1ude“
1nsert -'normally -5 . ‘ . o
" line - 8 after "i nterest“ . D -
Lnsert -— Greater rights may also be acguired (b} .
by the Contractor after the invention has been ~ Adopted

identified or where the head of the department
or agency determines that the acguisition of .
such greater.rights is consistent with tﬁe
intent of Section 1(a) of the Statement on’

. Government Patent Policy, and is either a
‘necessary incentive to call forth private risk
capital and expense to bring the invention to
the point of practical application, or that the

Thls type. of the license reserved to -

. Contractor has been deleted from thlS"i
'.'SECtlon of the Procedures.

See the prov151ons of the added
8 1-9. 109 6.



8 1-9.107-4 - Procediures. [cont'd.}

(a) Selection of patent rights clause. . jconﬁ“&;l

SUBMITTED BY

CODSIA

{cont'd.}

_ Statement. —-

COMMENT ~ _ o . DISPOSITION

" Government's contribution is swall compared to -

that of the COht:actor. Where an identified -
invention made in the course of or -under the.
contract, is not a primary object ‘of the . -
contract; greater rights may.alsoc be acqulred
under the criteria of Section 1§A) of the

_ (o
in 8 1—9.107-4(&)(31, Iine 2, after "8 I—9.107¥; Rejected

3(b)", insert —- or comes under any agency -

‘regulations concerning special situations where-

the public interest in the availability of
inventions would best be served by permitting

_the Contractor to acguire at the time of con- .

tracting, greater rights than a nonexclu51ve

llcense, -=; ) 7
- ‘ : 1ine_4,'after'"sub— : {d) - B
licenses“ insert - to,foreiqn governments --. Rejected

Thé - above changes are recommended to conform

. w1th Statement.

2/

RATIONALE

. This Ianguage épbears in 8 1-9.107-4

{a) (4). It is deemed to be more
appropriate ln thls section than as

 -proposed.

The type of license reserved by this:

Government has been deleted from this _; 

section of the Procedures. .



§ 1-9.107-4 Procedures. (cont’d.}

{a) Selection of pétent rights clause. Icont‘d.x

SUBMITTED BV,

sBA

" EPA.

COMMENT DISPOSITION

RATIONALE '

Section 1-9. 107 4(a)(2) prov1des for the res- ' Rejected

"eevation to the contractor of. a nonexcluSLVE.'

revocable royalty—f;ee license, PIOVldEd_that the

- Goverriment may permit the contractor to obtaim

greater rights if certain criteria are met.
‘The last sentence—of the paragraph states that .
the contractor may obtain greater rights when

_the agency head determines that such action

will best serve the public interest. ‘These

" two provisions. say‘baslcally the same thing,

but in dlfferent ways. This apparent duplica-—
tion or anon51stency should be resolved._

In the last four lines of 8 1-9. 107-4{a)(2) ' ﬁb&
there is a brief reference, moreoxr less as an ~adopted
afterthought, to "greater rights" as a con- S '

*sequence of "exceptional circumstances" It.

is’ suggested that this aspect of 1nvent10n

- rights should be made the subject of a- separate
"and distinct paragraph.,

Although: recourserto,
this approach to invention rights disposition

A\should not be used casually, we do. feel that: Tt
rwarrants more promlnent treatment than presently

-given 1t.7‘-'

3 x>

;Attempts to comblne two separate
- concepts of this Presidential

Statement concerning greater rlghts.

. Comment is deemed meritorious. How—
_ever, this matter requires independent =
- consideration by the Committee on Gov- .

ernment Patent Policy separate from

the 1ssuance of thls regulatzon.

A task force should be established to

develop such guidelines so that greater .
con51stency may-be achieved in the - S

agencies' plementatlon of the Pres;—'”

 dential Patent Pollcy Statement.



U

Srl—9r107-4 Procedures-(ccnt‘dr}_

-{a) Selectron ofspatent-rights clause..

'(eont'&,)r-

COMMENT

RATIONALE

SUBMITTED BY

DOT

_are - met."

should be- set ‘forth.
" uniformity throughout the Government will- not be

8 1—9 Lﬂ7v4(a)(3)

i 1-9.107-4(a)(2) specifies that "the agency may
permit the contractor to obtain greater rights. .
than a nonexclusive license...if certain criteria.
and also statés that "In exceptional
circumstances this clause may be modified to -
provide the contractor with greater rights....™
The languadge used is similar to that set forth

in the Presidential guidelines, However, when
language of this kind is incorporated in a
Federal Procurement. Regulatlon examples. of
"certain criteria” and "exceptional c1rcumstances
Unless examples are given,

achreved in all probabrlrty.

tion, it is 'suggested that the following be in-

serted after the word "contract® in line 1:

-- does not come within Section .1-9.107- 3(a} but:
‘does --.. Change "comes™ to. "come". :

___DISPOSITION

Not . )
adopted

In order to clarlfy the 51tua- Substantrally
adopted

It should be made clear that even though the work
to be performed comes within Section 1-9,107-3({b),.

the clause in Section 1-9.107-5(b) is not applicable .
unless the work to be- performed does not come: wrthlnL

'Sectlon 1-9. 107 3(a}r Lo

Comment iS'deemed meritorious. However,
this matter requires independent con-
sideration by the Committee on Govern-

ment Patent Policy separate from. the -
1ssuance of this regulatlon.

A task force;should be established5£o

. .develop such guidelines so that.greater
- consistency may beé achieved in the .

agencies’ implementation of the Presi-

'dent1al Patent Pollcy Statement

Added,language clarlfles the selectlon

o procedure
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8 1-9.107-4 Procedures (cont*d.) .

(a) Selection of patent rights clause. (cont'd.)

' should include examples of "special. 51tuat10ns
-that are referred to in this subpart.

Y

SUBMITTED BY ' COMMENT _DISPOSITION _ RATIONALE
poT .. '8 1-9.107-4(a)(4). Even though the work to be ~ Substantially . This ‘added language will emphasize o
{contfd.) - performed undeéer the contract comes within - adopted that 8 1l(c) of the Presidential State-
: .8 1-9,107-3(c), the clause in 8 1-9.107-5{c) is ment is iused only when 8 1l(a) or 1(b)
' not applicable unless the work does not come of -the Statement is not applicable.
within 8 1-9,107-3(a) and & 1-9.107-3(b). . - - -
Accordingly, it is recommended that the follow1ng )
words be inserted in line 4 after the word
"contract": -— does not come with Section 1-9.107-
3{a) and Section 1-9.107-3(b) but dogs --. Change '
“comes to "come” . ) S
Furthermore, as stated in preceding comments. . Not ‘See ratignale for first comment on
- regarding 8 1-9.107-4(a}{2), these regulations adopted on page 33.
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8 1—9.107;4- Procedures.‘_(cont’d.]

(b) Record of decisions. The agency shall record the basis of its decision whenever it determiﬁes that a contxach

falls within 8 1-9.107-3(a), (b), or {(c). The agency shall also record the basis of its deci€ion when it determines
that excepticnal circumstances are present in a contracting situation or that the contractor shall acquire greater
rights than a nonexclusive license pursuant to 8 1-9.107-3(a) or ({(c).

SUBMITTED BY

COMMENT DISPOSITION

RATIONALE

JUSTICE
(RYAN)

NASA

What has been said in 8§ 1-9.107-4(a}(2) calling Adopted
for the type of public record set out previously in part
herein applies as well to 8 1-9.107-4(b) regarding
determinations that a contract falls within

k) 1-9.107—3(b)rdr {c), that exceptional circum-

stances are present, or that the contractor shall
acquire greater rights pursuant to 8 1-9.107-
3{a) or (¢).

§ 1-9.107-4(b) includes a statement that the Rejeéted

agencies shall record the basis of their

determination whenever they use a patent rights
clause. BAn agency should also record the basis

of its exceptional circumstances findings or its
- greater rights decisions. The normal method of

recording decisions required by procurement
regqulations is in the contract procurement file,

© This provision should be clarified so that the

contracting officers know where thelr dec1510n

should be recorded.

ERy

Section 1~9.107-4(b) provides for
recording of the basis of agency
action under this requlation.

-

Agency‘imﬁlementing requlations shouild
specify where decisions are to be
recorded.
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8 1-9.107-4 Procedures. (cont'd.}

R

(b) Record of decisions. {cont’'d.}
SUBMITTED BY COMMENT - DISPOSITION RATIONALE
JUSTICE Cancel 8 1-9.107-4(b} in its entirety, and sub+~ Adopted Revised § 1-9,107-4(b) includes the
{WERTH) stitute therefor - ' in part provisions suggested without defining
(b) Record of decigions. The agency shall the nature of the supporting record.
i record the basis of its decision (i) whenever The supporting record will be prepared
it determines that a contract falls within in accordance with agency policy.
- Section 1-9.107(a), (b), or (c)}: (ii) when it
determines that exceptional circumstances are
"present in a contracting situation or that the
contractor shall acgquire greater rights than a
nonexclusive license pursuant to 8 1-2.107-3(a}
or (¢). This record shall include all sup-
porting documents, correspondence, memoranda,
and evaluations pertaining to the decision.
HEW 8 1-9.107-4(h}. If a department determines Commentary Agency implementing regulations can
that all its contracts are within one section, only specify that all contracts in a

such as 9.107-3(a), does the clause require
a decision on a contract-by-contract basis,
or is a single blanket decision by the De-
partment sufficient? '

36

specifiec area fall within a particular
section 'of this regulation, if this is
actually the case.
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8 1-9.107-4 Procedures. {cont'd.}

(é} Bicense for States and municipe’l governments. Subparagraph (c)(l} in the clause set forth in 8 1-9,107-5(a)

provides that the Government shall acquire a paid-up license for States and domestic municipal governments for any

invention made in the course of or under the contract.

However, .the agency head may determine at the time of con-

tracting that it would not be in the public interest to acquire the license, or he may reserve the right to make

such determination after the invention has been identified.

When the agency head makes or reserves the right to

make this determination, subparagraph {c)(l) shall be replaced with the appropriate subparagraph in 8§ 1-9.107-5(d}.

SUBMITTED_BY

COMMENT

DISPOSITION

RATIONALE

JUSTICE
{RYAN)

TREASURY

- Requiring a public record of determinations

What has been said concerning 8 1-9.107-3(e)
alsc applies to 8 1-9.107-4{c¢). That is,

8 1-9.107-4(c) should state the criteria for
the determination that the public interest does
not tequire the Government to acgquire a paid-
up license for States and domestic municipal
governmentél andishould require that the facts
on which such determination is based be made

a matter of public record. The States and
municipal governments should have notice and
an .opportunity to represent their interests

in the matterﬂ -

o

and providing essential criteria as indicated
will tighten the regulation, strengthening it

3

against the possible occasion of "give-away"
allegations.

"States and domestic municipal governments*®
seems to refer only to towns and cities.
Therefore, it might be more accurate to change
the term to “"state and local governments" or
"state governments or the governments of any
political subdivisions thereof.”" (See
Treasury comment under § 1‘9-107*3(ej).

(a)
Not adopted

. (b)

Rejected

{c)

‘Adopted

in part

ndopted
in part

37

See rationale for Justice comment on
page 2Q. '

¢

Wot administratively feasible.

See rationale for Justice comment relat-
ing to correspondence and record keeping
on page 13.

See rationale to Preasury comment on
page 21. '



8 1-9.107-4 _Procedures_fcont’d.]

{e¢) License for States and municipal qove;nmeqts; {cont'd.)

DISPOSITION

_RATIONALE

SUBMITTED EBY COMMENT

JUSTICE Section 1-9.107-4(c), line 4, after the word Re’jected Inclusion of these words is in-

{WERTH) . "contracting", insert -- in accordance with appropriate in-this section.

: ' Section 1-9.107-3(e) --. SRR . ‘ :

DoT - 8 1-9.107-4(c). Criteria for determining when Not Comment is deemed meritorious. However,
"it would not be in the public interest to ac- adopted g?égrgﬁgggrb§ %ﬁérggmﬁﬁﬁﬁggnginéoﬁggn_
quire the license” should be given. Similar ment Patent Policy separate from the
criteria for determining when the head of the issuance of this regulation..

T ight "re e th ight t ke 4 A task force should be established teo
. agency might "reserve the right to make such develop such guidelineés so that greater
determination after the invention has been - »con31ste?c may be achleve% lﬂ ‘the
identified, " should also be included. agencies' implementation of the Presi-
, tden ified,” should also. be %nc nae _ dential Patent Pollcy Statement
HEW 8 1-9.107-4(c). For the purpose of clarity, '

it is recommended that the following change.

‘be made in- line 4: Delete the words /aegeire.

the-kieense/ and insert -- extend the license
to states .and domestlc municipal governments --.

Rejected
. Inﬁ——-mhe type of licewnse reserved to the

35

Government has bsew deleted from thlS
section of the r*m@eﬁu@%s. :

o




& 1-9.107-4 Procedures (cant'd.)

(d) Right

to sublicense foreign governments.

Paragiaph {c) of thé_clausé set forth in S_1i9,107-5(a) does not

provide the Government with the right to grant a sublicense for any-inverition, made in the course of or under the
contract, to any foreign government pursuant to any existing or future treaty'or'agreement. The agency head may
determine at the tlme,of contracting that it would be in the national interest for the Government to acquire such .
right, or he may reserve the right to make such determination after the invention has: been identified. When the:

- agency héead makes or. reserves the right to make this determlnatlon, ‘the approprlate subparagraph 1n 8 l 9.107- S(e)

shall be lncluded as part of paragraph (c) in the clause set forth in '8 1-9. 107 S(a)

SUBMITTED BY

COMMENT N . DISPOSITION .

RATIONALE _

DOT

- HEW

§ 1-9.107-4(d)}. Following the similar logic. of
the preceding comments, criteria should be given
as to when "The agency head may determine...that
it would be in the national interest for the .
Government to acqguire...." the right to grant
gublicenses to any foreign government pursuant

'_to any existing or future treaty or agreement.

8 1-9.107-4(d). It is unclear why in 92.107-4(¢}
the condition of a license to states and domestic
municipal governments is positively added to:the
license, and affirmative action must be taken to
delete the condition, while in 9.107-4(d) the
condition permitting the Government to license
foreign governments is not added to the license,
and an affirmative action must be taken tc add
such condition. For purposes of consistency and
ease of administration, it would seém that both.-
conditions should be either added to the license,-
with the agency needing to take action to delete,
or vice versa. . :

39

Comment . is deemed merltorlous. However,
this matter reguires independent con-

sideration by the Committee on Govern-
ment Patent Policy separate from the

“issuance.of this regulatien. -

A task force should be established to -
develop .such guidelines so that greater-:

-con51stency may be achieved in the

agencies' implementation of the Presi-

Rejected1 - dential'Patent Policy Statement. . - o
- _ : : This sectlon is consistent with 1(h)(1{'

and- {2) of the Presidential-Statement.



8.1-9.107-4 Procedures. fcont d. )

{e} License to contractor., In paragraph (d) in the clause set forth in 8§ 1-9.I07-5(a), the contractor is granted
a revocable, nonexclu51ve, royalty-free license on each 1nvent10n, made in the course of or under the contract, for .
practice of the invention in this country. The agency may, however, grant the contractor an irrevocable. non-
exclusive, royalty-free domestic license. When the agency- dec1des to grant such - llcenSe, paragraph (d) -of
8 1-9.107-5(a) shall be replaced with paragraph- (d) of 8 1-9.107-5(f). .

SUBMITTED BY COMMENT . . DISPOSTTION - RATIONALE - . i

JAEC . Line 1, delete /is/, and insert --may, upon. ' Adopted - A third alternative set forth in

— : § 1-9.107-5{(d) has been added by the
reguestz be--. The reason for the proposed Tmplementation Subcommittee which
change is discussed in connection with _ : . provides that licenses may also be
8 1-9.107-5(a)(d). (See AEC comment under S : granted only upon request.

‘8§ 1~-9.107-5(a) (d).)

e

 COMMERCE Cancel the last sentence and insert, —-When : Substantially Revised ‘language of this section-—-
the agency decides to grant such license, . ~adopted _ clarifies the type of 11cense reserved
subparagraphs (3) and {4) in paragraph {d) . : -+ to the contractor. :
" of 1=9,107-5{a) shall be cancelled and sub—. .
paragraph (1) shall be replaced with sub-
‘paragraph (1) of 1-9,107-5(f). This: amendment
would retain subparagraph (2} in paragraph (@)
of 1-9.107-5(a} when the agency grants the con— -
tractor an irrevocable domestic license.

GSA 8 1-9.107- 4(e) prov1des that the agency. may = | Adopted ' Samé:criteria’is provided in-
: " grant the contractor an irreveocable, etc., A inapart.-”,“ . 8. 1-2.107-5(h). .
license. Criteria should be added as to the Co ' : :
-basis and justification for such ‘action to
ensure appropriate and unifoxm use of thls
authcrlty. . .

LO



8 1-9.107-4 Procedures. {cont'd.)

{e) License to con@ractor. _(cont‘&-f-'

SUBMITTED BY

CODSIA

DOT

COMMENT . . e "3: . DISPOSITION . RATIONALE

‘may grant an exclusive license when it determines

-Llne 1, delete /ﬂh7 and insert -- An &gencv may Addpted ' : Sectlon (d) (2) and (3) of the Patent
reserve the right to revoke a license so that it . = Rights clauses of 8 1-9.107-5(a}, (b),

“and (¢) have been modified to provide
. o , . for revocation of the domestic licéense
that. some degree of exclusivity may be necessary _ ‘ " - ‘reserved by the contractor along the

to _encourage further development and commercializa- o } lines suggested by the commentor.

tion of the 1nvent10n Accordlnqu, in ==;

Line 2,_delete £§7hand lnsert,-——an irrevocable Adopted - - "This section has been revised to PIO“

or ——: and - ' ) i . _in part ~ vide for the. reservation of either a

revocable or irrevocable 11cense in
‘ R N . - the contractor:
Line 4, after the first "license"”, insert -- , and Rejecte

should do so whenever the weork called for by the ) : !.—-«—-The 'l:est suggegfl:edlfor the reseivatlon
L of an irrevocable license is no

_?tat?Tent Qf work 15 in 2 ﬁleld ?f tGChn01ogY P o .~ satisfactory. . Agencies may adopt

in which the Contractor has acguired a technical o ... implementing regulations as to when

competence directly related to an area in which . ‘ .. . . an irrevocable license may .} be reserved

‘the Contractor has an. established nongovernmental -~ : to the contractor. . ) T

commercial position, --

'8 1-9.107-4(e). The criteria for detetminiﬁg"when', Not . see rationalérto GSA comment on page 40
- the. comtractor shall be given an "irrevocable" as - adopted. S E T S

distinguished from a "revocable" Ticense should
also bhe establIshed in the regulatlons.

!




8 1-9.107-4 Procedures (cont'd.)

{¢) TILicense to cohtractor._ {cnnt?d-}

COMMENT .~ : N o - DISPOSITION .

RATIONALE & -

SUBMITTED BY
NASA In order to clarify the selection of patent . Adopted See revised §.1-9,107-4(a) (1) which
rights clauses in the proposed FPR, it will _ in part provides offerors an opportunity to

be necessary to include some provisions in the
RFP so that the prospective contractors may
request a specific patent clause which may be
difference from that proposed in the RFP. It is .
therefore suggested that the FPR include a section
on. the appropriate RFP language which may be used
to assure that the correct patent rights pro-
visions arée. included in the agencies' contracts.

show that a selected ¢lause -is improper.



\_/

§ 1-9.107-5 Clauses for domestic contrackts.

SUBMITTED BY

COMMENT _ DISPOST ION

RATIONALE

USDA

8 1-9.107-5 sets forth specific patent clauses Commentary

which will be required to be included in contracts only
and which will be selected in accordance with the
criteria in Section 1-9.107-3. As already pointed

out, these do not apply to this Department because

of the statutory requirement which precludes:

leaving title with the contractor.

“3

See ratiomale to USDA comment on page 8.



_'._'w:.thm s 1-9 137-4{a) (2).

. that- the 1nvent10n is be1ng worked and that its beneflts are reasonably access;ble to the publlc.

.3?199.107—5 ClauseSTfuf domesticﬂcontractsm

@y Patent ights clause — thlon in the Government, This ‘clause shall be included in all contracts that fall

PATENT, RIGHTS. ~ OPTTION IN THE GOVERNMENT .
H-(a}w'Definitions.'

' f“Sub]edt invention,“ means any lnventlon or discovery concelved for flrst actually reduced to’ practlce
56 of or under this contract, and includes. any art, method, process, machine, manufacture, design, ox

_ﬁoon§051t10n'of mattex, Fox any new and usefuyl improvement thereof,. or. any varlety of plant, whlch is or may be
:patentable uhder . the Batent Laws of the Unlted States of America.or any forelgn country.

(2) ""COntract.. means any coatract, agreement, grant or other arrangement or subcontract entered into’ w1th

o or’ for the beneflt O the Government where—a purpoge of the contract is the conduct of exper1menta1 developmental
: ox :esearch woxk : : ‘ , , .

; (3} "Made, " when used in relation to any invention or dlscovery, means the conceptlon or flrst actual reductmon
to practmce of such 1nvent1on in the course of or under the contract. - :

(4) "States,“ means the States of the Unlted States, the Dlstrlct of Columbza, Puerto Rlco, the Vlrgln Islands,
Amerlcan Samoa Guam1 and- the Trust Territory of the Pac1f1c Islands. -

{(5) “Government agency," 1nc1udes an executive department _1ndenendent comm1551on, board offlce,-agency,_
administration, authority, Government corporatlon, ox Other Government establishment of the executlve branch of the :

. Government of the Unlted States of Amerlca.

{(6) "To the point of practlcal application, means to manufacture in the case of a composltlon or product. to-
practice in the case of a process, or to operate in the: case .0f a meachine and under such condltlons as to establlsh

“



9“1—9 107~5 clauses for domestlc contracts. (cont d. )

'r“*(aﬁ* Patent quhts clause - 0pt10n dm the GOVernment.: (centfﬂ;)‘-
i;(a} Deflnltlons.;(cont d-[?
UBMIQEED BY COMMENT DISPOSITION :RATfONALE'
The only patent clause 1ncluded in ‘the draft ' Rejected . phis is only a gEneral dlscu551on.
regulatlons which could possibly be modified to o ‘Grants and cocoperative agreements
- meet USDA statutory requlrements would be the are expressly provided for in-
. one seét forth in Section 1-9.107-5(a)}, "Patent separate legislation from that which
-Rights Clause - Option in the Government." Such authorlzes formal contracts.
a modification would be a greatly-abbreviated The purpose of thi 1
version of the clause proposed by GS& and would presgrlge pollcleésaiggglzsggg is to-
include the following paragraphs: “appllcable to all agencies to the
o extent. consistent with applicable
(2) Definitions statutes. Adoption of this comment
_ . E would défeat achlevement of thlS
Subparagraphs L1, 2, 3, and 6. °bJECt1VE-
USDA contracts do not include defiﬁitioﬂs 0f'the .
terms: "subject invention,” "contract," "made,"
~ and . "point of practical application." Although

no past controversies which may have arisen in
the 1nterpre;.a‘.10n of these terms,; are known,
1nclu510n of the definitions is desirable.

"AEC In 8 1-9.107-5 (a) (a} (1), line 1, delete : Rej_ected;.. : Retentlon Of the WOI'dS are deSJ.rable

' ‘£56B861veé—eE—%&EB%—aeE&a}%ymreéueeé—ée-pgaet&eé?

and inseért --made--. The deleted phrase is the
definition of " "made™ in subsectlon (3) and lt
should accordingly be used..

#S

to emphasize the concept of "made"

._because ‘of its 1mportance.




2 1-9.107-5 clausés}fdrrdomestic‘éontracts;

(coﬁt;d-)

g(ai ;ﬁaéénf'Rights cléuseu- Option in the Government. (coﬁt‘d;fr
(a) Deflnltlons.; (cont’d )
SUBMITTED BY__ COMMENT DISPOSITION . RATIONALE _

- first actually reduced .to practice "in the course

as tc what,"xn the. course of” means.
..ment money is used in. the conception or actual .

‘reduction te practice,
Ject invention."

~of the Governmentl R o e

invention® refers to inventions conceived or. -

of". the contract. Although this language was
taken from the ASPR, we have had several questlons
We have. .
interpreted the language to mean that: if Govern—

the invention is a "Sub-—
Bowever, we believe that _
there should be an explapationr of what the lan-

guage means or. the definition should be. changedaﬁ).
Jrejacted.
improve-| '

The Subcommittee should alsc consider expanding
the deflnltlon to include "any inventien,
ment, etc., whether or not patentable™- thexeby
leaving gray area considerations to the judgment

8 1-9.107-5(a) (a) (3] .
but the term does not appear in the clause.
the circumstances, the definitian should be
deleted. T ' I

Under

{? 1=9. 107-5(aj(a)(1). The deflnltlon of "Subject-WRejected

The word "Made" is deflned .hdcupte&

7

ﬁThis‘maﬁterghas beenidebatedjfor-years'

by the Committee and the Executive
Sutbcommittee without resolution.
Therefore, it is deemed inappropriite
for:the Implementatlon Subcommittee to -
attempt further clarification of these

. termsi

Present language is taken from -

Presidential Statement.

The term "made® wag cancelled for the
reason glven.-




§ 1-9.107-5 Clauses for domestic contracts. (cont'd.}

(a)} Patent Rignts clause - Option in the Government. (cont'd.)
(a) Definitions. ({(cont'd.)

SUBMITTED 3Y COMMENT DISPOSITION RATICNALE

NASA The FPR has limited the definition of "subject Rejected. Adoption would conflict with the
invention" to the statement "which is or may be Presidential Policy Statement. -
patentable' instead of the ASPR "whether or not
patentable." NASA believes statement should be
changed to conform to the ASER.

SBA Throughout the regulation the term "principal Rejected The contract clauses adequately define
or exclusive rights" 1s used in describing the the rights of the parties. A definition
acquisition of rights by the Government, but would eliminate the flexibility provided

: oY agencies to select the desired contract
nowhere is there a definition of the word clauses under the regulations. (For
"principal®.  Does it mean the minimum rights further discussion of "principal or
granted to the Government under Paragraph (c) Sﬁg%&géﬁﬁ ?ggg%szn—tﬁgelggg %gtea retive
of the Patent Rights clause or does it mean Report on Government Patent Po?gcy.)
something between minimum rights and the complete - _ ’
rights acguired by the Government under Paragraph
{b) of the clause? The word nseds dafinition.
CODSIA In 8 1-9.107-5(a)(a) {3}, 1line 2, after "con- Adopted Section 1-9.107-5{h) has been added to
' tract" insert —- ; however, any invention that, 1t part permit an agency to grant to the con-

although first actually reduced to practice in
the course of or under the contract, hut the
subject of a patent application filed prior

to the execution of -this contract shall, as a
minimum, be the subject of an irrevocable
license grant to the Contractor, together

7

tractor an irrevocable license on
subject inventions constructively
reduced to practice prior to this
contract date, ’



8§ 1-9.107-5 Clauses for domestic contracts.,,

{cont*d.)

{cont'd.)

(a} Patent Rights clause - Option in the Government.
(a) Definitions. f{econt'd.}
SUBMITTED BY _ COMMENT DISPOSITION __ RATTONALE .

CODSIA'
(cont'd.)

HSF

INTERIOR

with the right to grant sublicenses of the same

scope to the extent.ContractOr-was leqally
obligated to do sc at the timg¢ the contract
was awarded. ——: '

Where an inventiom has been conceived and. con-—
structively reduced toc practice before the con—
tract was entered into, ineguity and fairness,

the Contractor should receive no less. than an
irrevocable license..

In 8 1-9.107-5(a) (a) {2}, the proposad contract
provisions appear to be excessively formidable
and harsh considering the nature and the cause
for the promulgation eof this regulation.

" Specifically, consistent with our previous

comments, we would suggest deleting the word
/gxant/ from the definition of “Contract”.

Bdd the following definitiomnss

(7} “"Contractor” means any individual,

partnership, public.or'private.corporation}.-'

association, institution.or other entity
which is a party to the contract and in-

cludes entities controlled by the contractor,

lﬁE Eefﬁ“*conffblled" means the direct or

PR

' Rejected

vz

- suggested by the commentor, the sense

.

while the word "grant" was not deleted
from the definition of "contract" as

of the comment was accommodated by

" modifying 8 1-9.100, the Scope para-
" graph, to provide that the appllcablllty

of the subpart to grants is permissive.

"pefinition is deemed unnecessary.
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8 L~9‘107~5' Clauses for domestic eeﬁtraets* -€aunﬁ’aﬁk.

ta) Patent‘Ri@hts clanse A:Oﬁﬁman iﬂ the Go Government‘ {ggnt?&;?

(a) Definitions., (cunt’& I

SUEMITTED BY

. RATIONALE

INTERIOR

(cqnt’d,)

coMMENT o ,f-", ' DISPOSITION

'lndlrect ownershlp of more than 5049ercent ogf the

outstandlnq stock entltled to vote for the

‘election of directors, or a directing influence"

over such stock: Provided, however, that fbrelqn
enitities not wholly owned by the contractor shall
not be considered as "controlled" for purposes
of this patent clause. For the purposes of the

patent clause, grantees are deemed contractors.

(8) "To préctice an_invention or patent” means Rejected

the right of a licensee on his own behalf -to make

have made, use or have used, sell or have sold, or_

otherwise dispose ' of according to law, any machine,
dESlgn, manufacture or composition of matter N
physically embodylng the inventiomn: or to use. or.
have used the progcess ox method comprlslnq the

-invention.

(11) "Background patent" means -a_foreign-or -
domestic patent (regardless of itsg date of issue’

‘relative to_the date of ‘this Contract):

{ 1) Which the Contractor, but not the
Government, has the right to license to others, and
{ii) Infringement of which cannot be avoided

upén the practice of a Subject Inventlon ox Spec1f1ed;

Work Object.

“ 5

J—— e T i
N

Comments with féspect to the suggested
additional subparagraphs (8),(11) and
(12) are directed to the guestion of

the "acquisition of background patent

rights." '~ Under this project, the

‘question of "background patent rights™

is not being considered.



8 ih9.107—5 Clauses for domestic contracts. (cont'd.)

{a) Patent Rights clause — . Option in the Government. (cont'd.)

{a) Definitions. (cont'd.)}

SUBMITTED BY _ COMMENT _ - S ' _ . DISPOSITION '  RATTONALE .

INTERIOR ' {121; "specified Work Oblect" means the specific
{cont'da.)" process, method, machine, manufacture or com-.

position of matter (including relatively minor .
modifications thereof) which is the subject of.
" the experimental, develogmental or research
work performed under this contract,

The definition of Contractor is deemed reguired ‘

in order ta include within its scope subsidiaries - = S ' e SRS
‘of the entity performing the work. This becowmes

important in background'right problems, since &

subsidiary may control the dominant background

patent. Including such subsidiaries in the ‘

definition subjects them to the obllgatlon of any

background llcen51ng provisions which may be

anluded
A definition of "practice"” is thought requlred. Rejecfﬂdf " Grammatically, the comment is. :
: . o e meritorious. However, in the 1nterest
pop . e 1~9 107~5{a)(a}(6), preface the title "to the o '~ of consistency with the GSA licensing
o .point of practical’ ‘application® with -- Tg- : ' 'regulatlons, retention of the present
bring --. Although the title corresponds to , Vlanguage is deemed desirable.

that in the President's Statement, the prefatory ) . -
words are always added whenever the tltle is used ’ '
in the clause.
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8 1-9.107-5 Clauses for domestic contracts. .

{a). Patent Rights clause - Op;idn'in the.Government_{cont?&,T

- {a) Definitions} (cqnt‘da)_' s

' SUBMITTED BY

COMMENT

_DISPOSITION

- HEW

. 8 1-9.107-5{(a) (&) - Definitions. The definition Adopted
.séction of this clause makes the clause applic— |

in part
able ta granteg, which is unacceptable to HEW ’ :
due to its long-established policy of utiliz-

ing separate clauses for grants and contracts.

RATIONALE

See rationale of NSF comment on page 48.

TTT——

e :
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8 1-9,107-5 Clausesafdr:domestic cantracts. {econt'd.)

{(a) Patent Rightefclause - Option in the Govexnment;‘icont'd:)

{b) - Disposition of rights.

{1) Assignment to the Government. -The Contractor agrees to grant to the Government the entlre Ilght tltle,
and interest throughout the wo:ld Ain and to each subject anentlon of the Contractor, except as prov1ded in (b)({(2).
(b} (3}, and (f), below. . .

{2) Request for greater rights,

. ( i) The Contractor may request greater rights in a subject invention than the license specified in (4},
below, and the right to file a United States patent application. The request shall be submitted in writing at the
time of first disclosure of the invention pursuant to {e), below, or not later than 3 months thereafter or such
longer period as may be authorized by the Contractlng Offlcer for good cause shown in writing.

{ii) If the inventicﬁ is a'primary object ef‘this contract or if the invention is not_a primary object
but falls within the criteria of 4L CFR 1-9.107-3.(a), the reguest. in (i), ahove, shall set forth infqrmation and
facts tending to show that: . _ : AR : S

M».\,MW—‘,___Q

(8} The acqulsltlon of such greater rights is a necessary incentive to call forth prlvate risk
capital and expense to brlng the invention to the p01nt of practlcal appllcatlon, or

() The chernment's contribution to the‘ihvention was small compared to that of the contractor.

(iii) If the invention is not a primary object of this contract and does not fall within the criteria
of 41 CFR 1-9.107-3(a), the request in (i), above, shall contain a statement of the Contractor’s intention and plan
to bring the 1nvent10n to the point of practlcal appllcatlon. The Contractor shall establish, upon request, the
likelihood that the 1nvent10n will be more expeditiously developed to the polnt of practlcal application under his
plan than by Government llcen51ng or dedlcatlon to the public. -

{3) Foreign rights. If the Government determines hot to file a _patent application on a subject invention of

the Contractor in any particular foreign country, the agency may authorize the Contractor to file a patent applica~
tion on such invention in such foreign country and to acguire the entlre rlght, tltle, and interest thereln, subject .
to the license toc the Government specified in (¢}, below.

: . . y — =5 _ . - 7 _ j




'8 1-9.107-5" Clauses for domestic contracts. .(comt*d.)

{(a) Patent Riqhts cléuse'% Option.in the Gove;nmenttf{contrag)

{b) Disposition of rights. (cont'd.)

SUBMITTED BY _ COMMENT e e DISPOSITION __ RATIONALE ~__

AEC § 1-9.107-5(a){b) (1) - It is suggested that the Adopted - Reason stated in comment.
title of (b) be changed to Disposition of Prin-—
cipal Rights. Other rights are disposed of in
other paragraphs of this clause. C

NASH § }-9.107-5({a) (b} {1l), delete the word /gramt/ =  Adopted Conforms with heading.__
: ' and insert —-agssiga——= ' : : . : : ;
USDA '8 1-9.107-5(a) (b) (1}, delete /r-exeept-as Rejected Lanugage should beé retained. for clarity.
provided-ia-{b}{2}r—4b}43}r—-and-{£}r-betow/ : S B -
POSTAL It is suggested that 8 1-9.107-5(a})(b)(2), be Adopted An added Section 1-9.109-6 provides for -

SERVICE reviged. As written, the paragraph gives the in part - - the criteria to be applied by the agency
) - "contractor a right to reqguest greater rights . in the greater rights determination.
than the license to which he is entitled, as : S Lo
a minimum, under paragraph (d) of the clause.
A contractor who files a request which, on its
face, satisfies all reguirements, would doubt-
less consider that he became automatically
entitled to the additional rights specified in
his request. In our opinion, the contracting
agency should retain the discretionary right
to determine whether or not it will cede some
of its rights to the contractor; that is, the
" clause should be S0 revised that the mere
filing of a request would not, by itself, be.
deemed to divest the Government of rights to
vest them in the contractor instead. The




S

g8 1-9.107-5 Clauses for domestic contracts. f(cont*d.)

(a} Patent Riqhté clause - Option-in'the Government. (cont'd.)

(b} Disposition of rights. ({(cont'd.}"

SUSMITTED BY

COMMENT _ _ . __ DISPOSITION

POSTAL
SERVICE
{cont'd.)

VA

{Prosthetic

& Sensory
‘Aids Service)}

DOD

regquest should be made subject to approval or
disapproval by the Government.

The wording in 8 1-9.107-5(a) (b) {2) seems to Adopted
be slightly incomplete; i.e., the contractor in part
may mzke reguests for greater rights, but the-

clause does not specify the person who decides

{head of agency, contracting officer, etc.) or

timing, which is important. The agency pre-

sumably has flexibility to decide.

The revisions will add some administrative . Commentary
duties inasmuch as the clauses are much longer only
than those presently used by VA. Perhaps the

clauses could be incorporated in research

contracts by xeference to the amended FPR.

More likely they will be printed for use by

all Contracting 0fficers, somewhat like the

Egqual Opportunity clauses. '

8 1-9.107-5(a}(b) (1). Delete reference to-
(£f) since it is nmot really an exception.

{u

”

opted

. RATTONALE

The added Section 1-9.109-6 provides
for the eriteria to be applied by the
agency in the greater rights area but
leaves to the agency discretion with
respect to the level at which such
determinations will be made.



s.1~9,107—5 Clauses foz-dbmestic cant:éctsh'?fcontfa_}

{a) . Patent Rights clause ;'Option in the vaernment---(cqnt*d:)'j_

{b) Disposition of_iights.__(contfd.)

_DISPOSTTION _  RATIONALE

SUBMTTTED BY  COMMENT
- The reguiations require the agency to

DOD § 1-9.107-5(a)(b) (2} (i}. The addition of a para- Rejected _ ;
graph along -the following lines will help to = . ’ - make a determination with respect to
avoid any implication of the automaticity of : _ . greater rights, and it is implicit
grant of requested greater rights: : - ‘that the agency shall notify the
. ; contractor.

-—. Thé Contractor will be notified in writing
of the extent to which such request is

granted. — :




—
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: 3'1—9,107—5 Clauseéﬁfor domestic;cdﬁtraCts; '(confﬂd;f

(a) Patént Riqhts ¢lause - Option in the Government. (cont'd.)

"(b) DlspDSltlon of r;ghts._'(cont'd.)ull

SUBMITTED BY -

| asa |

 coMMENT_ R . .  DISPOSITION

8 I~9.107~5(a)(b)(2)(i} covers the request for '_Rejected

greater rights and provides for a written request
within ” ... 3 months thexeafter ox such longer

: perlod as may be authorized by the Contracting -

Officer for good cause. shown in writing.” This

btoad phrase .should be limited by providing that -
- (1) no such request shall be allowed if made after
" final payment under the contract, and (2} that the
“decision of" the Contracting Officer as to granting

an extension (beyond the 3 months) shall be final

" and, shall not be subjec; to the "Disgputes” clause
~ of ‘the contract. 'This concept is contained in the
‘alue. Englneerlng clause in ASPR 1-1707.1 and was =

“"_dlscussed -in:Covington Industries, ASBCA #12426

AEC

(9/27/68), 68-2 BCA par. 7286. The principle on,_rf.
the "final payment" concept is contained in the
Changes clause in the standard construction and

supply contrackts.

& 1-9.107- 5(a)(b)(2)(i5 line 2. delete /Eﬂ&7 . Rejected
and insert —- 1nclud1ng - R .

8 1-9.107- S(a)(b)(z)(l) - The delay in flllng a Rejected.
patent application authorized by this section .
may be necessary in certain circumstances in

order to permit. the contractor to prepare the

.RATIONALE.

The timing for- final payment is
immaterial to a decision for greater
rights, With respect to the "Ex-
tension of Time", this is a dis-

cretionary matter and is not applicable.

b e A

No reason for change glven and none
can be ascertalned.

'A fixed period for normally requesting

greater rights is desirable. In
addition, sufficient flexibility exists

~under present language.
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8 1-9.107-5 Clauses for domestic contracts. (cont*d.)

‘{a) Patent Rights clause - Option in the Governmment., (coat'd.)

{pb) Disposition of rights, (cont'd.)

SUBMITTED 3Y

COMMENT _

DISPO3ITION

RATTONALE

AEC
{cont'd.)}

CODSIA

support for his reguest for greater rights, but

any delay in the preparation of a patent applica—

tion is not preferred patent practice because of
& possible interference, lack of diligence, or
right to file in foreign countries., It is
therefore suggested that the section be amended

to permit greater flexibility for the contracting

officer to Jetermine the appropriate time period
in accordance with the circumstances. This could
be accomplished by deleting the phrase in lines

3 and 4 Jfor-meot-later-than-three-{3)-months
thereafter-or-such-longexr/ and substitute - or
such --, and in line 4, delete /for-good-cause
shown/ . : -

Delete the second sentence of § 1-9.107-5(a)
{b) (2} (1) because the time limit is arbitrary

"and discriminatery against the Contractor.

Others can request greater rights at any time.
There 1s no Yeason to preclude a Contractor
from being in the same position.

In 8 1-9.107-5(a){b}(2)(ii}, after (ii) (B)

insert as new subparagraphs:

-- (€} Acqguisition of such rights is not in-~
congistent with the intent of Section 1l(aj}
of the Presidential Memorandum of August

Substantially

The peridd is discretionary, but is
necessary for good administration
practices.

The sense of the comment has been
adopted to conform with criteria stated
in 1971 Presidential Policy Statement
Section 1{a), last paragraph. _ However,
the.suggestea provisions have beéen made
part of the added 8§ 1-9.109-6, instead
of a part of the Patent Rights clause.
as suggested. _



8§ 1-9.107-5 clawseé_far domeétic-can%raqtsm @ccut“&w}:

{a) Patent Rights clause f Option in the Govermment. . {cont'd&.}

{b) Dispositien of yights. (cont®d.}

practical application under his plan by
Government licensing or dedicatian. This

“can be accomplished by’deleting'iﬁben«req&¢;§7

from the last sentence of {iii).

Y4

SUBMITTED BY _ COMMENT SRR _ e . _DISPOSITION . RATIONALE
CODSIA . 23, 1971. --; &and
{cont’d.} ' . : ‘
' =— (D)} (If not a primary object gf the contract).
that the public interest would be served,
taking into account the intentions of the
Contractor to bring the: invention to the
point of commerclal ap;gl:-c:at:_cu:x.,r o
in 8 I~9;105(a)(ﬁy€27€iii}. Line 3,.deiete the Substantially Added 8 1-9.109-6 provide for the
word festablish/ and substitute -— provide: the adopted .contractor to submit information in
Government with information -—; o hi's possession regarding a greater
line 3, after the rights determlnatlog and for the
word "reguest® insert -~ so_as to allow the ?g;pii 29 makitf}nQQngs gﬁsed on the
latter to determine, if such determlnatloﬂ._ tprorma 1on.a aine Y € agency.
is p0551ble or feasible =~y and
: . line 4, ‘delete. the
word /Eié7 and 1nser+ - the Contractor S ~—.
The xeSpon51b111ty fsr information—giving is
- with the Contractor, and Eor judgmant«maklng
with the Gﬂveznment@
JUSTICE 871—9m107~5(37(b)(Zifiii) should mandatarily - Substantizlly &dded 8§ 1~9.109-6(a) (1) (v} requires the
{RYAN) require that the contractor establish the ‘adopted, contractor to provide the information
(& ) likelihood that the. invention will be more suggested by the commentor as part of
. (WERTH) expeditiously developed to the point of - his request for a greater rights’

determination. .-



8 lw9.10?~5-'clause§ fagfﬁuﬁestia‘emnfractsﬁk @cant”ﬁwk

(=}

- Patent nghts ciause — QPtzon in the Government fcﬁmt‘d;}

qunt ‘&)

e

. D‘I—SPOSITfOE

8 1-9.107-5¢a) (b} (2) (1ii). The second sentence -
of this section is a requirement over and above

that of the President’s Statement on Patent
Policy. Further, the facts that the contractor

would need to know in order to -aecomplish what -
_is reguested are in the hands of the Govexnment..

agency involved, and not necessarily avazlable
'to the contractor. -Without agency advice, the
- contractor could not possibly advise whether
Government licensing or dedication would mare
effect1ve1y'h:1ng tha'lnventlan tm\*he,maxketw
place. - - :

- mmNALE '

Suhstantlal;y The:. reVlsed language prov1des more

adopted

appropriate language to define the

~actual situation..




'8 1-9.107-5 Clauses‘fbr'dbmestiC’contracts; (cont a.)

e(a} Patent nghts clause - Optlon in the Government.. (cdht?ﬂ;)

~fe) | Minimum rightS'granted to the Govarnment.

{1) The Contractor agrees to and does hereby grant to the Govermment a nonexcluSive; nontransferable,.
paid-up license to make, use, and sell the invention throughout the world by or on behalf of the: Government of the

- United States (1nclud1ng any Government agency) and.States and domestic mun1c1pal governments--‘

(2) Wlth respect to- each subject lnventlon to whlch the Contractor has Drlnclpal ar exclusmve rights, the
Contractor further agrees to grant, upon request of the Government, an exclusive or ngnexclusive license on teérms

" that are reasonable under the clrcumstances to respon51ble appllcants.

( i) “Unless .the Contractor, His licensee,—or;his assignee demonstrates to the Government, at its
request, that effective steps have been taken within 3 years after a patent issues on such invention to bring the
invention to:the point of practical application or that the invention has been made available for licensing royalty-.-

-free or on terms that are reasonable in the c1rcumstances, or can show cause why the,prlnclpal ozr exclu51ve rights

should be retained for a further period of time; or

fii) To the extent that the invention is required_for Public use.by~QQVernmentalh;egulations_of as may.
be necessary to fulflll public” health safety, or welfare needs, or for other public purposes stipulated in' the
contract. . v ' : e . _

SUBMITTED BY _ coMMENT IR NS --DISPOS_ITION' __ RATIONALE_

. COMMERCE =~ 8 l 9.107- S(a)(c)(l) liﬁe 2, cancel /— 7 and . Adopted - . Re&iSien-is consistent with che; 
" .insert -- each  subject --. _ . R sections of the reéegulation.
NASA . Language of- 8 1-9.107-5(a){c)(l) should be modi~ - Not : . Present languwage is'consistent with
' fied to state that the contractor agrees not to adopted Presidential Statement.

sue the Government on the patent he obtains. . . L :
P The -background rights implications of

_coverlng a subject invention whenever the Gov ern— this comment are being considered by

ment directly or on its behalf makes,uses, or o the Executive Subcommittee of the -

.

Lo



§ 1-9.107-5 Clauses for domestic contracts.

SUBMITTED BY

(teﬁtfd;}'
{a) Paten£ ﬁiqhts'clause - Option in ﬁhé Gove;ﬁmeet,"fcdnt‘d-ji
(c). Mip£gum riehts qranted Ee the‘Gevernment. ¥(cont}dg)-
. | | pISPosxwrbnz

NASA
- {cont'd.)

BOSTAL .
SERVICE -

' COMMENT

‘Since the term “"subject. invention™ has been
‘chosen for use in referring to any invention
' subject to the terms of the contract clause

sells the subject invention, rather than con-'

' tinue the use of patent term1nology "a llcense

to make use, and sell the invention.

The subparagraph also states tﬁat.the.contractor;_

.grants to the Government a nonexclusive license

to make, use, and sell "the invention™. First

of all, it would appear that the word ™invention™
should be "subject invention", but more basic,

this provision should be a subprovision of

paragraph (<) (2) rather than being an inde- ~—sAdopted’
pendent paragraph. The reason for this is that

it is NASA's view that a contractor heed only

grant the Government a “"license” to those in-

" ventions with respect to which the contractor
_h&s obtained the principal or exclusive rights* '

Adopte& *'

prescribed in 8 l 9.107- S(a), that term
rather than the bare word "“invention"™ should
be used in (c)(l) covering the Government's
minimum rights. '

e/

RATIONALE

‘Committee and are to be resolved

indépendent from consideration of the
FPR for later addition to the FPR.

Also see CODSIA ( 62) and DOD
comments (pg. % pgSee ratgonale to

Commerce comment on page 60.

'Llcense +to Government where it +takes

title seems unnecessary. Seg T

_rationale to AEC comment on page 64.

- Bee ratlonale to Commerce comment

on page 60.
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8.1-9.107-5 Clauses for domestic contracts. (cont'd.)

" {a) Patent Rights clause — Option in-thé Government, ° (cont'd.]’

{c) Minimum rights grénted to the Government.'.léont'ﬁ‘)

SUBMITTED BY -

COMMENT .=~ L DISPOSITION -

RATTONALE

© NASA

. Court

' The proposed FPR patent clause, in adopting many = . Wot

of the provisions and language of the ASPR"pateht Adopted
rights clause, continue to. perpetuate a misunder- :

~ standing of the scope of this c¢lause. Reference is

made to the Court of Claims interpretation of the
DOD ‘patent rights clause in their Mine Safety, AMP,
and Technitrol decisions. The Court's interpreta- -

-tion is based upon the bropad definition of Subject

Invention in the ASPR; and, the contractor's grant
to the Government of a rovalty-free license to

-practice each Bubject Invention throughout the world
even though the Subject Invention may never be filed:

as a Qatgnt or is, in fact, uthpatentable. The

5 interpretation of these provisions indicates
that the Government has obtained broader rights than
the operating agencies hdd anticipated and that the
patent rights clauses, based on the above definitions

‘and provisions, have nothing to do with normally

understood principles of patent law. . As a matter

. of contract interpretation, the Court determined
‘that the Government had had the Egsitivefright to

make or use Subject Inventions which may include a.

‘royalty-free right in the contractor's background

patents to the extent such patents are necessary in
the making or using of items or processes covered by
Subject Inventions. In the Technitrol decision, the - .
Court, rather than limiting the term "license to
practice” to what it is commonly understoed to e

in the patent law, that is, an agreement not to sue -
the Government on the applicable patent, stated tlhe
proposition that the patent rights clause granted

"to the Government a positive right to make or use

as unreported subject invention.

6la

See rationale for N
page 60.

ASR comment on



8 1-9,107-5

CiauéeSﬂfbr domestic‘contractsi '(cont'd.)'

(a). Patent quhts clause - Optlon ln the Government-.-(gpntﬁd-}]

{(c) Mxnlmum rlghts qtanted ko the che:nment (cont*d;}_"'

SUBMITTED BY

_COMMENT . .- e DISPOSITION.

 CODSIA.

- NSF

g lt9_107;5(a)(¢}{1},.Line l;‘deiete Zﬁagfiand -Substantialiy
insert -— Whenever the primcipal or exclusive ~ adopted
rlghts to an 1nvent10n remain in the Con-

Eractor, the ——=. To conform wmth Statement

At end cf (c) (1}, add ~  Not

the senternce -- Nothing herein shall imply - - . .adopted
a llcense to the Government under any back-— :

'qroun& or thlrd.partv patent or he construed .

as affecting the scope of any license or other -
right otherwise granted to the Government

under any patent. ~--. Any license other tham
" those under subject inventions should be pro-

vided for specificzlily. The proposed language
could be construed to require a Contractor to
obtain, if possible, licenses under dominating

. patents- to which Contractor has no rights.

'Withbut very careful rea&ing;;a-l~9@10775(a} ; Subistastiaily

{c} @ppears to be inconsistent with the pux~ adopted
pose of § 1-9.107-5(a){b). . This could he ' :
clarified by an introductary: statement in

{e} that where the Gavernment permibs greater

rights i invemtions to remain with the com-

tractor, then the following mimimum rights

will be granted to the Government. This

comment applies, in reverse, to Subsection

(3} as well. '

_RATIQONALE.

See rationale for AEC comment on

. page 64.

See ratlonale to NASA comment on page-
GQ- :

Seg. ratlonale for AEC comment o
page ad.



$ 1-9.107-5 Clauses for domestic contracts. (cont'd.)" -

(a) Patéht'Riéhts clause - Option.in'the Goverﬂmeﬁt; {cont'd.}

(e}’ Mlnlmum rlqhts qranted to the Government. (cont'd.)}. ..

SUBMITTED'BY COMMENT . . o . . DISPOSITION _ RATIONALE

Dop- - 8 1-9.107- S(a)(c)(l) Deléte Sagrees—keo—and Ado?ted -7 Deletion made for clarity purposes.
dees~hefeby—gfan%7 and insert -- hereby grants —- . - L :

‘and add the following sentence_to give effect tog
the worldwide" license granted to the Government. = - : . :
=- The Contractor agrees to make appropriate = = Substantially Insure that the Government's license
‘arrangements in licensing Subject Inventions adopted is. truly royalty-free in which the
to avoid rovalty charges on procurements in— ' . Government may only provide part of
volving Government funds or funds otherwise B the funds. :
derived through the Govermment (including
funds -derived through the Military Assist-
ance Program of the Government) or to refund
‘any amounts .received by the Contractor with
respect to such charges.rf— :
Add the follow1ng -Not ] See rationale to NASA comment on page
semtence to- avold any: implication of agency - adopted 60. -
intent to acguire rlghts in a contractor s i
background patents: :
~— Nothing contained in thls clause shall be
deemed to grant any rights with respect
to any invention other than a Subject
Invention., —— i ' :

8 1-9, 107-5.(a) (¢} (2} (ii}. Change the terminal Kdopfed . .Editorial correction.
portion to read. “stipulated in [eme7 this ' S .
contract

L3
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4 1-9.107-5 Clauses for domestic contracts. (cont'd.)

{a) Patent Rights clause - Option in the Government. {eont'd.)

(¢} Minimum rights granted to the Government. {cont'd.}

SUBMITTED BY _ COMMENT e - . 'DISPOSTITION ' RATIONALE
AEC - -8 9.107-5(a) (¢} - It is believed that subpara- Substantially With exception there should be (;)
graphs (1) and (2) could be shortened and clari- adopted after "applicant(s)", not (.).
fied, without changing the content. The follow- This takes care of NASA and DOT
ing rephrasing of these twa paragraphs is sug- suggestion.
gested:
Also note .CODSIA and DOD ianguage
i , i changes.
'"Minimum rights granted to the Government,
With respect to eac@ Subje?t ;nvention to wnich _ ' " Thig revision also takes care of the
the Contractor acguires principal or exclu- : Commerce, NASA and.Postal Service
sive rights, the Contractors: s comment relating to subject  invention.

(1) Agrees to and does hereby grant to the
Government, a nonexclusive, nontransferable,
paid-up license to make, use, and sell the
Invention throughout the world by or on behalf

This review also accommodates the DOD
comment on page 63 regardlng the words
"hereby grants®.

of the Government of the United States (including This revision also dlSposes of the
any Government agency) and States and domestic - - Commerce, SBA, DOT, Interior, HEW and
municipal governments, and - : AEC comments regarding changing the
(2) Agrees to grant, upon request of the _ B period (.) at the end of (c){(2) to a-
Government, an exclusive or nonexclusive license : Comma . :
on terms that are reasonable under the circum-
stances to responsible applicant(s).
COMMERCE g8 1-9.107-5{a){c) (2), delete /=7 Adopted Original punctuation incorrect.
JUSTICE 8 1-9.107-5(a) (c)(2), line 2, delete /--upon Rejected ' Language consistent with 1(h) of the
(WERTH) regquest-of-the-Governments /. Presidential Statement.

6
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8 1~9.107-5 Clauses"for domestic contracts.,'(contid.)'

{a} Patent Rights clause - Option in the Government. - (cont'd.}

‘(e) Minimum rights granted to the Government. (cont'a.}

SUBMITTED BY

SB2a

JUSTICE

{RYAW)

COMMENT _ DISPOSTION

Subparagraphs (c¢) {2)(i)- and (ii) of 8 1-9.107-5 Adopted
(2) are not complete sentences. They contain - :
subordinate ¢lauses.only. Period should be

deleted at end of {c}{2) and first letter of

words beginning subparagraphs (i) and (ii)

should be changed to lower case.

'8 1-9.107-5(a) (¢} (2) . should meke licensing manda- Rejected

tory by deleting the provision for reguest by the
Government insofar as it relates to the proviso

in {¢) (2}¢1).

In S-l*93107—5(a)(c)(2)(i) it should be provided Rejected
that the contractor shall license as provided im B

8 1-9.107-6{a)(c) {2}, without the Government

having to reguest such licensing, upon expiration

- of three years after patent issues, unless he or
‘his licensee or assignee demonstrates in a hearing

on the record open to all interested parties, and
after proper motice in the Federal Registex, that’
effective steps have been taken during the three-
vear period to bring the invention teo the point

of practical application or that the invention -

has been made available for licensing royalty-
free or on terms that are reasonable in the
circumstances, or can show cause why the principal
or exclusive rights should be retained for a '

.further period of time. The showing of the action

taken. towards practical application should include

¢S

RATTONALE

Original punctuation was incorrect.

See rationale to Justice comment on
page 64.

This goes- past the reguirement of the
Presidential Statement, and is believed
to be contrary to the intent of the
Statement. Further, to determine the .
amount of time necessary to bring an
‘invention to the marketplace is un—
predictable and an unnecessary ad-
minigtrative burden if conducted on an
ad hoc basis. ' :



8 1-9.107-5

Clauses for domestic contracks. (comt'd.}

(a) Patent Rights clause - Option in. the Government. (cont'd.)

{c) Min imum riqhts—dranted to the Government. (cont'd.)

SUBMITTED BY

e

JUSTICE
{RYAN)

{RYAR)
{ & )
(WERTH)

INTERIOR

CoMMENT . D . DISPOSITION

.8 Statement of the contractor's expenditures to

this end. To meet .the obhjective of speedy
commercialization, where it is established
that principal or exclusive rights should be
anthorized and required to specify the dura-
ation of such additional period of exclusivity
as may be needed for bringing the invention

te the point of practical application or to
accomplish licensing of others. '

With respect to the Government's reservation of Rejected

the right to regquire granting of licenses under
g€ 1-9.107-5(a) (e¢) (2} (ii), we would add the pro-
vision, -- er in exceéptional. circumstances where
the department or agency head determines that a
grant of such Jicense(s) is required in the
public interest.~- It ought to be possible to
devise general public interest criteria to pro—
vide flelelllty for agency action.

g 1-9. 107w5(a)(c){2) is apparently not correctly' Adopted
punctuated as it does not make senwe when read:

with subparagraphs (1) and {ii). The period at

the end of paragraph (2} should apparently be a

comma. TIn addition, although subparagraphs (i)

and (ii) are stated as alternatives, they are

not true alaternatives and as a result this

paragraph is confusing to read.

A

RATTIOWALE -

Thls goes past the requirement of the
Presidential Statement. Similar
language was proposed as a ravision

to the 1963 Statement and was ceieceq’

priocr to the issuance of the 1971

’ Statement.

Punctuation originally incorrect.

e



P
S

8 1-9.107-5 Clauses for domestic cantracts. (dént'd,)'

{(a) Patent Rights clause — Optior inr the Government.. {cont'd.}

{c} Minimum rights granted to_the Government. (cont'a.)

SUBMITTED BY - COMMENT . : _ DISPOSITION .- RATIONALE
JUSTICE - Sectlon 1 2.107- 5(a)(c)(2)(1), 1line 1, cancel Rejected - 'Money is not only criterion for
(WERTH) fematidibs_ Teguest./, and substitute therefor - _ . judging performance, and "or equi-
«- by a showing of financial expenditures or - valent" is undefined. ~Further,
equivalent in a public recoxrd --. ) : . present language is consistent with
: _ ' _ : Presidential Statement.
Section 1-9.107-5(a}{c}(2)({ii}, at end of . Redjected . See. ratiomale ‘to Justice comments
sentence, cancel /+7 and -after the word “contract™ on page 66.
add -- , .or in exceptional circumstapnces where

the head of the Government agency determines
that .a grant of such license(s) 1s requlxeu in

- the public interest. -~.

Section 1-9.107- S(a)(c), add the following sub~  Rejected Outside the Presidential Statement.
paragraph - . . Contractor has principal rights for
(3) Whenever prlnc1pal or exclusive rights term of patent unless required to

are granted to the contractor for a period - license others by agency.

in excess of the 3 year period provided in -

8 1-9.107-5(a){c) (2) (i) the Government agency
shall specify the duration of such additional
pericd needed to bring the invention to the
point of. practlcal application or to accomgllsh
.llcen51nq of others._ .




8§ 1-9.107-5

Clauses:£0:_ddmegtim'cout;acts. {cont-"a.}

{z) Patent Rights clause -~ Option in the government. (cont’d.)

{c) Minimum riqhts qranted'tc thénsovernment- fcont"d.)

SUBMITTED BY.

RATEONALE .

VA
{Prosthetic &

Sensory Aids

Service?}

DoT

COMMENT DISPOSITTON

8 1-9.107-5(a){c) (1). The option of pa:ov:i.d_ing Cormentary
expligit paid-up licénses for state and domestic only
municipal governments is relatively novel and seems

wise. 1In prosthetics, and probably in health fields
generally, state and Iocal governments provide
rehabilitation and medical services {often with

Federal reimbursement) on a much. larger scale than

does. the Veterans Administration. State and local

agencies typically purchase directly fram locat

artificial limb fagilities, for example, without

checking on patent status, royalties, eta.

8 1-8.107-5(z) {c} (1) and {(2}. It is suggested Adopted
that these two paragraphs be combined as follows:
-= With respect to _each subject invention ta
which the Contractor has principal or excly- -
sive rights, the Contractor agrees to_and
does. hereby . grant to the Government a non-—
exc1u51ve, nontransferable, paid-up licensge
to make, use, and sell the invention throuqh—-
- out the world by or on behalf of the Goverm—
ment of the United States (including any
Government agency) and States and domestic
municipal qovernments, and. the Contractor
further agrees to grant, upon regquest of -
the Government, an exclusive or nonexclusive
. license on terms that are reasonable under
the circumstances to respopsible applicants:

L5

See rationaile to AEC comment on page 64..




& 1-9.107-5 Clauses for domestic contxacks. (comt @.)

(a} Patemt Righte clause - Option in. the Government. (comt’d.}

Ec) Minimum r:_.g'@ts qra.nted ta i;he Eqvex:nment-_ tcont ad.}

: SUBMITTED BY

noT -
{cont*d.) :

commnr . DISHOSITION.

It appears that the words "With respect to each
subject invention to which the Contractor has
principal or exclusive rights" are applicable to
both (1) ana (2} of paa:agraph ic).

8§ ¥-9.107-5(c) (2}. Line 3, delete Lo/ and ingewt: Adgp‘l;g{f
-= 3 == The license that. the contractor is re— :
quired to gramt is based on the conditions in

(i} and (ii), but the punctudtion does not

indicate this. Left wnchanged, it would

appear the Government could requine license

' on any condibtion.

4

_BATIONALE

Functuation -originélly incdrrect-
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8 1 9.107-5 'clause3”for'domestic‘contracté. (cont‘d-)

(a) Patent nghts clause - Optzon im the Government (cqnt'& ¥

(4)  Minimum rights.to the-Contractor.

‘ (1) - The Govermment hereby grants to the Contractor a revocable nonexclusive, royalty-free license on each ~
subject invention for the practlce of the invention throughout the United States, its territories and possessions,
Puerto Rico, and the District of Columbia. The license shall extend to the Contractor's existing and future
associated and affiliated compantes, if any, within the corporate structure of which the. Contractor is a part and
shall be nonassignable. without appreoval by the agency. except to the successor: that part of the Contractor s
business to which the anentlon pertains.

(2) With respect to each subject invention licensed pursuant to (1}, the'Contractor shall furnish written
reports to the agemncy,. upon request as tos :

{ i} The steps takgn by the COhtraqttr to bring the invention ta the point of ﬁ;actical applicatiGﬁ?ébf“”““““*
(ii} The mannei and;extent‘to which he is piacticing tﬁe invention. | | |

(3) The iicense'may'be revoked ty the agency if the Contractor: |
T i) Def&ults in making anmy report requlxed by (2)- oxr.

(ii) Wlllfully makes a false statement of a material fact or willfully omits a mater1al fact in any.
report regquired by (2).

(4) . The llcense‘may alsa be revoked by the agency if there is no other nonexclusive 1icqn5e'in_forée and
the Contractor: B L : ' : S : S

{ i) Fails to bring the inventionm to the point. of practical application within 1 year after the
invention has been published by the Government as available for nonexclusive licensing or within 6 months'after
a patent has been lssued on the invention, whichever is eaxller or subject to the anproval of the agency, within
a longer period; or : ‘

Zo



8 1-9.107-5

Clauses for domestic contracts. (cont'd.} -

(a) Patent Rights clause - Option in the Government. (cont'd.)

(@) Minimum rights to the contractor. (coht'd;)

(11) Brlngs the invention to the point of practical appllcatlon w1th1n the period soec1f1ed in (1)

but fails to contlnue to practice the invention.

(5)

Contractor t

(6)

After termination of the period specified in 4(i), the agency may restrict the license granted to the
o the flelds of ‘use and the geographic areas in which the Contractor is pract1c1ng the lnventlon.

.Before revoking or restrlctlng'the license pursuant to (3), (4}, or (5), the agency shall furnish the

Contractor written notice of its. intention to restrict or revoke the license and the Contractor shall be allowed

30 days afte
restricted o
provided the
agency proce

r such notice to Ffurnish the report reguired by (2) or to show cause why. the license should not be

r réevoked. ~The decision of the officer authorized to act for the agency in. this matter shall be final,
Contractor shall have the right to obtain review of the decision by the agency head in accordance with
dure.

SUBMITTED BY

AEC

~_COMMENT _ - DISPOSITION _ RATIONALE e

8 1-9. 107-5(a)(d) - This section's automatic grantSubstantlally See ratlonale on AEC commEnt on
of a license to the contractor is not in conform- adopted page 40.
ance with Section 1(h){i) of the President's
Statement of August 23, 1971, which authorizes,
' but ‘does not require such grant. In addition,
there are- contractors who nelther need nor want
a license in Subject Inventions. It is therefaore
recomnended that the first line of subparagraph
(1)} delete 15&reby~g£&n&§7 and substitute -- will
upon request grant --.

z/



8 1-9.107-5 Clauses for domestic conmtracts. ({cont’d.)

(a) Patent Rights clause — Option in the Government, {cont *d.)
(d) Minimum rights to the contractor. ' (cont'd.)
SUBMITTED BY _ COMMENT _DISPOSITION. _ RATIONALE
AEC The second sentence of 8 1-9.107-5{a) {d}) (1) Substantially Section 1(i) of the Presidential |
(cont'd) grants bIOad_and.ill—defined_license rights to adopted Statement contemplates.a license to a
: affiliates, ete. The wording might be construed . : contractor in domestic and foreign
to grant.the license to foreign affiliates which. patent applications, and a-limitation
the agency would not otherwise camsider for lic~ thereof to domestic subsidiaries and
S ; _ N . affiliates of the contractor would bhe
enging. It iz also noted that the section is consistent therewith -
concerned with U. S. license rights only. . It is o ' "
therefore suggested that, as a minimum, the
word -- domestic ~— be inserted before "com—
panies”. )
NASA Thejprévisions of 8§ 1-9.107~5 (&) (&) (1) indicate Substantially The requirements for "utilization

that the Government grants the contractor a
revocable, royalty-free license in subject
inventions even though- the contractor has not
requested such rights. Section 1-9.107-5(f)
contains alternative provisions wherein the '
contractor is granted am irrevocable license

in subject inventions. If alternative paragraph
(£} is used, the effect would be to remove.all =~
utilization reporting. requirements From the patent
rights clause, even if the contractor was granted
principal or exclusive rights. Therefore, sub-
stitution should be between § 1-9.107-5(f) -and
subparagraph (d) (1) of the patent rights clause.

adopted

7>

reports' will only be made in those
situations where the contractor retains
principal rights and where the adency
intends to revoke-the contractor's
revocable license unless he can show
utilization of the invention.

A similar reguirement now appears in

- paragraph (e) (3) of 8 1-9.107-5(a).



N

'3.1—9-107—5.,clauéésifor"domestic-cantracts; rconﬁ*d.)

(a) Patent ngnts clause — Optlon in the Government.: (cont *d.)

{(d) Minimum rlghts to the contractor. (cant d.)

RATTONALE

e ey

SUBMITTED BY COMMENT _ . . DISPOSITION
NASH Further, the only choice presented by the FPR, Rejectad’ A number of alternative provis%ons.have
(cont"d.) with regard to licenses granted to contractors- b§eﬁt9r9Videg_f0§ granti?gngingﬁg?stent
: . x : . N - s i u inven c
-on subject lnventloqs,.ls that the license be .ii%h thenfiexggglity of the presidential
g?anped_or revoked as & part of the patent Statement. It has been determined that.
- rights ¢lause. The present practice gf mamy- it is more appropriate to provide a
Government agencies is to grant contractors progedure in the Patent Rights clause
licenses in subject inventions only after for reaching the contractor's rights in
specific request is made therefor or, in the a subject invention, rather than to
case of NASA, to grant such licenses under its provide for the application of the
licénsing program. When these licenses are revocation procedures in the GSA patent
granted urnder the NASA licenging program, re- llcen51ng regulations. e
vocation of the license granted to the contractox
is pursmant to our licensing regulations rather
than our contract eclause. We would recommend
that agencies be permitted to omit the license
granted to contractors from the patent clause and -
that the licenge and revocation provisicns for
" licenses- in these situations: be made a dis—
cretionary part of the GSA licensing regulations.
CODSIA g 1-9.107-5(a){(d) (1), line 1, delete /fa/ and Rejected - Inc§u51on of "%nl;rregocggégrggg ygzld
substitute therefor, ——.an irrevocable. or - ﬁﬁ?lift2?°539°1071§?n eprov1des for
line 2, insert -- world substitution of a sugparagraph in the
including the -— before the words "United clause where an 1rrevocable license is

States". To conform with Statement.
: adopted

223

to be regerved.

Substantially—The license reserved to the contractor

should be coextensive with the patent
applications flled throughout e world.



8 1-9.107-5" .Clauses for domestic contracts. (cont'd.)

{a) Patént Rightsjblause - Option in_the Government. (cont*d.) .

{d)} Minimum iiqhts to the éontractor. (cont'd;)

SUBMITTED BY

COMMENT

DISPOSITION -

‘RATTONALE

CoDsIa o
{cont'd.}

8 1-9.107-5(a){d}(2), line 1, delete every-—

8 1-9.107-5(a) (d} (1), line 5, after the word
“part", insert -- together with the right to

- grant.sublicengses of the game scope to the’

extent the Contractor was legally obligated

" to do so at the time the contract was awarded, --.

To permit Contractor to comply with a third
party agreement entered into independently of, .
and prior to the time of the award of, the
Government contract.

thing after (1}, and insert —- upon which the
Agency determines- that some degree of exclu-
sivity may be necessary to encourage further
development and commercialization of the

invention.and others are willing to work the .
invention on an exclusive license basis, the’

Contractor shall, upon request, fu:nish: .
written reports to the Agency as to whether or

not_he is working the invention. If, after a

‘determination of nécessary exclusivity, it

appears the Contractor is not working any’

such invention, his license therein may be

revoked.

(To conform with Statement.) It
strengthens the logical relationship of

this paragraph to the contemts of 9.107-5fa}{@){1}.

Adopted

Rejegted

Reasgan provided by -the commentdf.

Revised-lénguage permits the agencies
to comply with the data acquisition

- of Section 3{b) of the Presidential

Statement.
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8§ 1-9,107-5(a)

Clauses for domestic contracts. (cont®d.)

(a} Patent Rights clause -~ Optiocn in the Government. {cont'd.)

{d) Minimum rights to the contractor. {cont'd.)
SUBMITTED BY COMMENT DISPOSITION i RATION’ALE
Do Change title to read "Minimum rlghts reserved Rejected Mot considered.necessary in Title.

to the Contractor.

€ 1-9.107-5(a)(d){1). Dzlete the first. sentence Substantially
and insert -- Except as provided in (f) below, a adopted
nonexclusive rovalty-free license is reserved to

the Contractor to practice each Subiject Invention

thxoughout the world., --

Delete 8 1-9.107-5(a)(d)(2)and (3). The Presi- Substantially
dent's Statement does not call for the reports = adopted
referred to in these subparagraphs.

8 1-9.107-5(a}(a) (4}, {5) and {(6). Simplify -  Substantially
into a single subparagraph reading as follows:  2adopted
—— (2} The license may be revoked or restricted

to the extent that it would be inconsistent

with any exclusive license granted pursuant

to agency regulations, Before revoking or

restricting the license the agshcy shall -fur-

nish the Contractor written notice of its

intention to restriet or revoke the license

and allow the Contractor 30 days to show cause

why the license should not be restricted or

revoked. The decision of the officer author-

ized to act for the agency in this. matter

shall be final, provided the Contractor shall
have the right to_obtain review of the decision
by the aqencz head in accordance with_agancy
DProcedure. - —_—

Revised language endorses the concepts
suggested.

Use reports will be required only upon
impending revocation of a contractor's
license.

Revised language substantially ac-
commpdates the proposal for reasous
stated.
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g 1-9.107-5 Clauses for domestic contracts. (cont'd.)

{a) Patent Rights clause - Option in the Government. (cont'd.)

{@} Minimum rights to the contractor. (cont'd.)

SUBMITTED BY COMMENT , DISPOSITION

RATIONALE

NASA 8 1-9.107-5(a) (d) (2}, the contractor is required Rejected
to furnish written reports to the agencies on the
steps he has taken to bring the invention to the
peint of practical application. This provision
would seem to apply only te the case where the
Government has retained the principal or exclu-
sive rights to. the subject invention. [It would Withdrawn
appear that this reporting provision would be
more applicable to Section (¢} on Minimum
Rights Granted to the Government,jand in any Substantially
event, should only apply to the subject inventions Accommodated
upon which a patent application has been filed.

JUSTICE 8 1-9.107-5(a) (2), line 2, delete /;-upen Rejected
(WERTH) requesty/ and insert —- at time intervals set by
: the agency and such other times as may be re—
gquested by the Government agency --.

. (RYAN) The reports reguired under 8 1-9.107-5(a){d}{(2) Rejected
RV . should be mandatory at stated intervals, with the
agency having the right to reguest reports at any
other time. Stating in the contract when reports
will be submitted is consistent with the "upon
request” provision of the President’s Statement.

7¢

See rationale to the DOD comments on
page 75 pertaining to utilizaticon
reports.

Language of § 1-9.107-5(a){d) (2) as
revised substantially accommodates
this part. :

Specific nature or "upon regquest"”
appears. to better lend itself to
inclusion in implementaticn instruc-
tions of individual agencies.

Revised section only requires such
reports when requested by agency in-
furtherance of an application for an
exclusive license.
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3 1-9.107-5 Clauses for domestic contracts. (cont®d.}

{a) Patent Rights'clause - QOption in the government. (cont’d.]

{d} Minimum rights to the Contractor. (cont'd.)

SUBMITTED 3Y COMMENT . : . DISPOSITION __ RATTONALE
ama 8 1-9.107-5(a) (d) (4) (i}. The time periods speci- Rejected = Revocation is not to occur until an
(Chrysler - fied are much t00 short and. both the one year ‘ ‘ exclusive license application has 'been
Corp -~ period and the 6-month period recited in this - received and the agencies decide to
Talburtt) . particular clause should be increased to 3 years. grant the "exclusive license."  Under
‘ It is forseeable that the necessary work and ex— the GSA Patent Licensing Regulations,

the 6-month period is a bare minimum
and normally, the period will be sub-
stantially longer. E

pense involved in bringing invention to the point
of practical application may be dependent on- the
actual issuance or allowance of the cprresponding_
patent, and thus, a period of 3 years is believed
to be guite realistic and necessary for the pro-
tection of the centractor-inventor.

Unless the extended period herein requested,
namely, 3 years for bringing the invention to

the point of practical application is granted, it
is believed the sections (d) (4) (1), and- (d)(4){ii).
and (d) (5) would work an injustice against the in- A ' T S _

"ventor and particularly the small inventor who )
requires time and financing to extend the practicing
of kis invention to a point where it may be sub-
stantially developad for its various fields of use
‘and the gsographic areas in which the inventor. is
_praecticing the invenhtion. :

e ——

I submit that the herein. requested amendment to

8 1-9,107-5(a) (d){4) (i) is a necessary and reason—
able amendment to the proposed FPR concerning the
disposition of patent rights.

>
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§ 1-9.107-5 cClauses ' for domestic contracts. (cont*d.} .

(2) Patent Rights clause — Option in the Government. f(comt'd.)

(d) Minimum rights to the Contractor. ({(cont'd.)}

SUBMITTED BY - COMMENT .. . . . , .. . DISPOSITION . RATIONALE . _

CODSIA ' In 8 1-9.107-5(a) (d) (2), delete (i) and (ii) in Adopted _ Revised-section.only'requires feports
their entirety. »&lso delete all of § 1-9.107-5 in part when an agency .is considering the
(a) (@} (3). These paragraphs are no longer nec— . grant of an exclusive license.

esgary in view of the preceding revision. The
deletion is also appropriate hecause the items
have mo basis in the Statement.

in sh1—9.107f5{a}(d)(4}(i), line 1, insert Adopted . Revised language takes into considera-

-- take steps to --, after the words "Fails to". o tion the steps taken or to be taken
The proposed statement is unreascnably severe. ' ; by the Contractor to bring the in-
It should he permissible for a Contractor to ' vention to the. point of practlcal
avoid revocation when he is taking positive appllcatlon.

steps to bring the inwvention to the pon.nt of

practical application.

) ) . . . ."-‘-_—H_ﬁmﬁ"‘—-—# _______
Delete 8 1-9.107-5{a)(d)(4)(ii). If the con-~ ~ Adopted _ —The rev1sed language does not exclude
tractor brought the invention into use, he o consideration of temporary dis-
should not he penalized by revoking his license : contlnuance of use.

for failure to continue practicing the invention.
He may have only temporarily dlscontlnued prac- . ) . o L :
ticing the invention, and should not be: kept. _ I . ' : |
- from picking it up again in the future. i '

78




8 1-9.107-5 clauses for domestic contracts. (cont'd.)

(a) Patent Rights clause - Option in the Government. (cont'd.)

{d} Minimum rights to the Contractor. (cont'd.}

|

RATIONALE

SUBMITTED BY COMMENT _DISPOSITION
CODSIA 8 1-9.107-5(a)(4)(5), Lline 2, after the word _ Bdaopted The revised janquags does not exclude
"Contractor" insert -- intends to bring the in- congideration of a definite intent
to bring the invention to the point

{cont'd.)

vention to the point of practical application,
unless he --. The proposed FPR states an un-
reasonable and uniustifiable requirement. Neo
one should be expected. to work an invention,
at any point in time, everywhere it could

possibly be worked. TWorking of the inventionm

should be enough to permit the Contractor to
practice the invention in whatever field and
wherever he wants. Otherwise, the incentive
to work the inventior at all may be diminished.

Renumber (d) (4], (d)(5) and (4) (6) to (d) (3}, | Substantially

(d) (4) and (d) (5} respectively, and add the adopted

following new paragraphs:

—~{(6) Paragraph (d){(l) is of no effect as to
any subject invention in a patent application
filed prior to execution of this contract.. _
The Government hereby grants to the contractor .
art irrevocable, nonexclusive, rovalty-free .
license on each subject invention in a patent
application filed prior to_the execution of
this contract. The license is for the practice
of the invention throughout the world including -
the United States, its territories aud pos-
.sessions, Puerto Rico, and the District of
Columbia. The licenge snatl exteng to the

79

of practical application.

e
.;‘/A

Revised language of 8 1=9.107-4(e)

- permits agency to grant an irrevocable

nonexclusive license at itS'optéon
The provision for exercising this. L
option has been added in 8 1-9.107-5(h}. |



8 1-9.107-5 Clauses for domestic contracts. (cont'd.)

{a) Patent Rights clause - Option in the Government. (cont*d.}

{d) Minimum rights to the Contractor. (cont'd.}

SUBMITTED BY

COMMENT i DISPOSITION

RATIONALE

CODSIA
{cont'd.)

contractor's existing and future associated and
affiliated companjes, if any, within the corpor-
ate structure of which the contractor is a part,
together with the right to grant sublicenses of
the same scope to the extent the contractor was
legally obligated to do so at the time the '
contract was awarded, and shall be nonasgignable
without approval by the Agency, except to the
successor of that part of the contractor's
business to which the .invention pertains.

7 Paragraph (d} (1} is of no effect as to Rejected
any_subiect invention that ig in a field of
technology in which the contractor has a techni- .
cal or commercial competence. The Government
herseby grants to the contractor an irrevocable,
nonexclusive, royalty-free license on each
subject invention that is in a field of techno-

.logy in which the .contractor hag acquired

a_technical competence, directly related to an
area in which the Contractor has an established

‘non-Governmental commercial position. The lic-—

ense is for the practice of the invention
throughout the world-including the United
States, its_territories and possessions,

' Puerto Rico, and the District of Columbia.

The revised language does not exclude
consideration of the contractors
definite intent to bring the invention
to the point of practical application
in a field of technology in which he
has acguired a technical competence.’
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8 1-9.107-5 Clauses for domestic contracts, (cont'd.}

(a) Patent Rights glause — Option in the Government, _(cdnt'd,)'

(d) Minimum rights to the Contractor. (cont’d.}

SUBMITTED BY

COMMENT : DISPOSITION

RATIONALE

CODSIA
{cont'd.)

The license shall extend to the contractor's
existing and future agsociated and affiliated
companies, if any, within the corporate
structure of which the contractor is a part,
together with the rigbt to grant sublicenses

of the same scope to the extent the contractor
was legally obligated to do so at the time the
contract was awarded, and shall be nonassignable
without approval by the Bgency, except to the
successox of that part of the contractor's
business to which the invention pertains, —--

In keeping with the Statement, the Agency heads
should effect the policy's greater latitude to
grant to contractors additional rights to Govern-
ment-sponsored inventions. Accordingly, there
should be a specific provision (i.e., item " (&6}"
herein), to. grant an irrevocable license to a
contractor, who, prior to the award of the con-
tract, constructively reduced toc practice the
subject invention which was first actually

reduced to practice under the contract. Thas,
prior to the award of the ceontract, the con-.
tractor would have either a patent application

or a patent. Correspondingly, in those situations,
{see item "(7)" herein) whére the Contractor has a
technical or commercial competence, he should re-
ceive an irrevocable license whenever the subject
invention is ipn a field of technology within the

s/



8 1-9.107-5 Clauseé for domestic contracts. (cont'd.}

{a) Patent Rights clause - Option in the Government. {cont'd.)
{d} Minimum rights to the Contractor. ({cont'd.)
SUBMITTED BY COMMENT DISPOSTITION RATIONALE

CODSIA
{cont'd.)

GSA

JUSTICE
{RYAN)

contractor's competence. This provision will
further the direction and intent of the State-
ment because it is sucha contractor who, ordi-
narily more than any other, will do more to
commercialize the invention so long as he has
the incentive of irrevocable rights thexein.

Revocable rights will not he an incentive to
the contractor.

8 1-9.107-5(a){d)(6). The decision of the"
officer is not final because it may be reviewed

by the agency head, and it does not say that the

latter's decision shall be final and not sub-
ject to the Disputes clause. Such a statement
should be added. .

8 1-9.107-5{a){d)(6). Where proceedings to
revoke or restrict a license are dropped upon
the contractor's action, the decision of the
agency should be made a matter of public

~record in the Federal Register, together with

a statement of the basis for the agency action,
which should include the data submitted by the
contractor in establishing why the license
should not bhe revoked or restricted, except
that the published record need not contain
reports submltted pursuant to 8§ 1-9.107-5{a)
(d)(Z) : -

Substantially
adopted

Rejected

gfu,_

Last sentence of subparagraph (d)

{3y, as revised, of 8 1-9.107-5{a)
states that the contractor may appeal
the agency s decision. pursuant to the
agency's procedures.

Unnecessarily burdensome, Purpose
served is considered unwarranted.



L \\___/;

g 1-9.107-5 Clauses: for domestic contracts. (cont*d.)

(a} Patent Rights clause - Qotion in'thé.Government.J {cont'd.)

{8) Minimum rights to the Contractor. (Cont'd.)

SUBMITTED BY

POSTAL
SERVICE

ABAR
{LAKE)

DOT.

_COMMENT _ . _ _ ___ DISPOSITION

It is not clear whether the intent of the clause Substantially
cited in paragraph 1-9.107-5(d)(d)(6) is to- adopted.
reflect appeal rights under the Disputes Clause

normally included 'in all Government contracts,

or whether it is intended to create a separate

- and different type of appeal right and procedure.-

In 8 1-9;107*5(§}£d)(6), the pravision for Substantially
finality may well be in violation of the Wunder- adopted
lich Act. .It seems to us that a dispute over

" propriety of revacation oxr restriction of a

license would bBe a dispute of fact or law with-

in the Disputes. clause and the Wunderlich Act,

and that therefore the decision of the authorized
officer could only have limited finality. It
would be simple te provide here that the afficer's:’

"decision shall be subject to appeal under the

Disputes elause.

the decision of the Contracting Officer shall bhe - adopted

final, provided the contractar ghall have the right. .

to obtain review of the décision by the agency head
in accordance with agency procedure. The clause

* should make the decision of the Contracting Officex

subject to the ‘*Disputes' Clause of the contract.

3

RATIONALE -

‘See . ahove.

See raticnale to GSA comment on.

page 82.

s

§ 1-9. lD7—5(a)(d)(6); This paragraph prov1des that Substantlally See above.



- 81-9.107-5 Clauseshfdr'domeétic-contracts- " {contd.).

(ﬁ) Patent Rights clause - Option in the Government. fcont'dm)

() Minimum rights to the contractor. (cbntfd.),_

SUBMITTED BY _ COMMENT _ . DISPOSITION _ RATIONALE

HEW - The guarantee of a nonexclusive license to the Substantially BSee disposition of AEC comment on
-contractor at the time of contract is contrary adopted page. 40. Taken care of by the
to the policy of this Department and to ease ) _ alternative subparagraphs.

in administering a licensing program. Attach-
ment #2 at the end of the COMMENT section reflects.
HEW's current policy regarding the grant of non-—. _ : .
exclusive licenses to contractors. The proposed ;
clauses' suggested pro forma grant of nonexclusive ' _ o !
licenses through the contract creates a sub- ' ST T —
stantial administrative problem to any agency

- actively licensing its patent portfolio, since

this would require administration of a sub-

stantially larger number of licenses than

required under a situation where licenses are

-granted on a case-by-case basis. It is recom—

mended that this paragraph by re-analyzed, o : , . : _ i
especially in the light of the GSA licensing : L B _ : ' S
regulations.. ' o S ' _— C : R ‘ ‘

e
|

54




& 1-9.107-5 Clauses for domestic contracts. (cont'd.}

{a} Patent Rights c¢lause -~ Option in the Government {(cont'd.)

{e} Invention disclosures and reports., FPor each subjedt invention'of-EhexC@ntfactcr, the Contractor shall fur—
nish the Contracting @fficers : : ; _

{1) A complete technical disclosure, promptly after conception or first actual reduction .to practice,
whichever occurs first under the contract ({such disclosure shall identify the contract and inventor and be suf-
ficiently complete in technigcal detail to convey to one Skilled“in the art to which the invention pertains a clear
understanding of the nature, purpose, operation, and to the extent known the physzcal, chemlcal biological, or
electrlcal characterlstlcs of the lnventlon) o . :

_ (2) Interim réports at least every 12 months from the date of the contraet, each report listing all such:
inventions made under the contract and not listed on & prier 1nter1m report, or certlfylng that there are no
reportable 1nvent10ns. and

{3) A final report, prior to final settlement of this eontract, Iisting all such inventions including all
those previocusly listed in interim reports, or cextifying'thatgthere-were no reportable inventions.

SUBMITTED BY . GOMMENT : S - __DISPOSITION RATIONALE. _
. — - X - _ Bem———
NSF . (The reporting~requirements included in & 1-9.107-5} Rejected Uniform reporting requlrements are
{a) (e} appear incansistent with the spirit of the - desirable.
President's policy and should possibly be left to |
agency implementation insofar as reporting is con-l - ' : )
concerneda E?he same applies to 1-9.107-5(a) (F) Substantially The forfieture provisions are applicable
and in view of the nature of the regulation, it adopted only to the LONG FORM Patent Rights
is suggésted that_paragraph {f) on forfeiture be ; _ - _%izugﬁgftSFéri %gzeiéaéiaégésagg (e).
deletaﬂJ _ ‘ o 8 1-9.107-6{a),(b) and (c), which omlt

the forfeiture clause, may be used by
an agency when contracting with non-
. profit grganizations. Contracts with
-nonprofit organizations for basic or
applied R&D may use the Short Form
- Patent nghts clause. -

S



S

8 1-9.107-5 Clauses for domestic contracts. {cont’dl]

{(a) Patent Rights clause - Option in the Government. {cont'd.)

7

It

{e) Invention 3disclosures and xeports, (cont'd.)

SENSORY AIDS
SERVICE)

INTERIOR

JUSTICE
(RYAN)

to present formal practices, though in recent
vears we have informally asked some research
contractors likely to make inventions so that
the agency's patent report could be prepared.
Since the contract anniversary will not nec-
essarily coincide with the report needs,
informal checks will probably have to be con-
tinued.

8 1-9.107-5(a) (e), line 1, delete /Fox-eaeh Adopted
subject—invention-of-the-C€ontractor;~t/ and

insert -—- T --, This phrase is inconsistent

with items (2} and (3) which reads in the

plural. :

It would appear that 8 1-9.107-5{(a)(e) - Substantially
should require reperts on the contractor's adopted
intentions or efforts toward development and :
commercialization of inventions.

A

SUBMITTED BY COMMENT ' DISPOSITION RATIOMALE
VA The reports required every 12 months in ' Commentary
{PROSTHETIC & & 1-9.107-5(a)(e)(2) are a modest duty added only

See (e) (2) of the revised Patent Rights
clause. Language is unnecessary and is
cancelled by the revision.

Reports required under paragraphs
(c) (3) and (d) (2} of 8 1-9.107-5{(a)
are deemed adeguate.



i

|

& 1-9.167-5%

Clauses for domestic contracts. (cont'd.)

{a) Patent Rights clause ~ Option in the chernment;] {cont'd.)

{e} Invention disclosures and reports. (cont‘d.} .

SUBMITTED BY

JUSTICE
(WERTH)

COMMENT. L ' , DISPOSITION

It is recommended that the . follow1ng be added to  Adopted
8 1-9.107-5{a) (e): : _in part
-—~ (4) Within six monthg aftexr the subm1551on of

the final report required by the preceding
paragraph (3) or six months subsequent to the
term of the contract, whichever is later, )
writtenh information concerning the conception.
or actual reduction to practice, or both, of
every contractor proprietary invention which,
pertains to.the work called for by the contract
or whose subject matter is related to a sub-
ject invention whenever such invention wasg
first conceived or actually reduced to prac-
fice within six morths priocr, during or gix
monthe subseguent to the term of the contract.
At the request of the contracting officer made
during or subsequent to the term of a contract,
including any extensions for additional re— -
search and development work, the contractor

‘shall furnish information concernlnq any

othexr anentlon which appears to the_ contrac—
ting officer to reasonably have the possibility
of being a subject invention. ~All information
supplied by the contractor hereunder shall be
of such nature and character as to enable the
contracting officer reasconably to ascertain

57

RATIONALE

The additional work required of'the

-.contractor and Government, pursuant

to the commentor$ recommendation, is
not fully justiflied by the marginal
However, para-
graphs (e)(1), (£) (1) (ii) (A}, and
{(g)y(2) of 8 1-9.107-5{a) was added

additional benefit.

to reguire the contractor to maintain

records concerning the making of

inventions.
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_ 8 1-9.107-5 Clauses: for domestic contracts. -{cont“d,)

{a) Patent Rights clause - Option in the Government. (gqntfd.)

{e) Invention disclosures and reports. f(cont'd.)
SUBMITTED BY _ COMMENT ~ S DISPOSITION _ RATIONALR
JUSTICE whether or hot such invention is a_subiect See page 87
{WERTH) invention. Failure tog furnpish such informa- .
{cont*d.) tion shall raise the presumption that such

invention is a subiject invention.  Such
presumption shall be rebuttable and may be
gvercome by the presentation of evidence suf-
ficient for this purpose. After receipt of
information furnished putsuant hereto, the
contracting officer shall riot unduly delay
rendering his opinicn on the matter. The
contracting officer’'s decision shall be sub-
ject to the disputes c¢lause of the gontract,
ar, in the absence of such clause, shall be .
subject to appeal to the head of the Govern-—
ment agency or his duly authorized repre-—
sentative, -- ' -

The above recommended additional paragraph to
"{e)  Invention disciosures and reports” of the
proposed amendment of the FPR 1s expected to be
helpful in securing for the Government at least -
a nonexclusive, royalty-free license under all -
subject inventions. ' It should be particularly

helpful to resolve conflicts as to whether an
invention should properly be desjignated as a
subject invention even though the contractor
claims it to have been made separate and apart

from the work of the contract to which it is

27
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& 1-9.107-5 Clauses for domestic contracts. (cont'd.)

{a) Patent'Rights clause — Option in the Government. {ecntiégl

{e} Invention disclosures and reports. (cont-d.}

SUBMITTED BY  COMMENT | . _DISPOSITION _ RATIONALE
JUSTICE related since conflicts of this type can best be = See page 87

(WERTH) ‘ resolved at an early date after an invention is ’

{cont'd.) made. The reason is that evidence and personnel

having knowledge of pertinent facts to resolve
such gquestions are more likely to be available
shortly after inventions are made. This justifies = . C
requiring reports of related contractor-made C . _ i

inventions.
DOD | 8 1-9.10745(3)(e)(1f, Cﬁaﬁge,the terminal . Substantially Additional language used in paragraph . i
portiom to read ".... biological, electrical, adopted te] (2} (1) is intended to encompass o

¢r_other essential characteristics ... the most essential characteristics

. .of subject inventions for dlsclosure
8§ 1-9.107-5(a) (e} (2). Line 2, delete [fmage/and PULPOSES . '

insert -- conceived or first actually reduced - Adopted _ Word "made" was dgleted since it is
to pragtice -- to be consistent with subpara- i redundant. Substitute words are

raph (1) considered proper.
9 bPo 1/~

8 l—9;107~5(a)(e)(3) Delete,ﬁEéttiemeﬂt7 and Substantially "Settlement" only applies to contracts

ingert ~— payment - to be consistent with adopted which are terminated. Rev1§§§ langu-

h o (k - B age better identifies when the™ r*“am-mwmmm
paragraph (k). : report is. due. S

g7
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g8 1-9.107-5 Claﬁses'for domestic contracts. (comt'd.)

(a) Patent Rights clause - Option in the Government.(cont'd.)

(f} PForfeiture of rights in'unrggorted subiject inventions. .

(1} fThe Contractor shall forfeit to the Government all rights in any subject invention which he fails to -
report to the agency at or prior to the time he (i) files or causes to he filed a United States or foreign applica-
tion thereon; or (ii) submits the next interim report reqguired by (e)(3), whichever is latex, provided that the
Contractor shall not forfeit rights in a subject invention if (A) contending that the invention is not a subject
invention, he nevertheless reports the invention and all faéts pertlnent to his contention to the Contracting
Officer prior to taking the actions specified in (1) or (2), above; or (b) he establishes that the fallure to
report was due entlrely to causes beyond hlS fault or‘negllgence-

{2} Pendlng written a551gnment of such forfeited subject -invention and the patent applications and patents
pertaining thereto, ‘the Contractor shall be deemed to hold the invention, and the patent appllcatlons and patents
pertaining thereto, in trust for the Government. The forfeiture provision under this paragraph shall be in addition
to and shall not supersede other rights and remedies which the Government may have with respect to subject inventions.

SUBMITTED BY COMMENT . : DISPOSTITION RATTONALE.

POSTAL '8 1-9.107-5(a) {(£){1}). There appegars to be an Substantially Typographlca¢ crror avgjgsg hv o S ‘
SERVICE erraor in paragraph (f}{l). It is our opinion adopted redrafted provisionl ™

that the phrase "spécified in (1) or (2} above”
should read, "specified in (i) ox {ii) above.”

éOMMERCE, g8 1I-9.107-5(a)(£)(1). Line 6, delete /{i}"an& Substantially Typograpglcal erro§ av01ded by
.42£7 and insert -~ (i) and (ii) --. adopted. redrafte provision. _

DOD, 8 1-9.107-5(a) (£} (1} {ii). Delete Z‘ext—iﬂteziﬁ7 Adopted "Inteérim" report is unnecessarily
and insert -- final -—— to preclude operatlon of _ T harsh.. -

this provxSIGH atil the corttract is completed

and the contractor has had an opportunlty to
review his. recoras, as provided in ASPR.

g o
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g/ 9 107-5  Clauses for domestic contracts. {cont'd.)

{a) Patent Rights clause - Option in the Government.

(£) Forfeiture'of rights in unreported subject inventions.

SUBMITTED BY

COMMENT

(cont'd.} -

(cont'd;)

DISPOSTITION

NSF

GSA

Reporting reguirements in 1-9.107-5(a){e) and
the forfeiture provision in 1-9. 107-5(a) (£)
appear inconsistent with the spirit of the 7
President's policy and should possibly be left
to agency implementation insofar as reporting
is eoncerned. 1In view of the nature of the
regulation, we would suggest that paragraph
(f} on farfeiture bhe deleted..

8 1-9.107-5(a) (£) (1) . Delete fvas due-entirely
+o- eauses beyond- ris--fault- or-negligenes/ . The
contractor does not forfeit his rights for
failure to report a subject invention if he
establishes that such failure "was due
entirely to causes beyond his fault or

_negligence." It is not clear how a contractor

CODSIA

could establish those facts, since he should
be responsible for the acts, or failure to
adt'(or report) on the part of himself and

his personnel, even where dishonesty is in—
volved. He is equally responsible for sub-
contractors. :

g 1~9..i‘0'7‘¥~5;"€”a*}‘_{f}‘f:fjf‘,' Tine T, delete [Bhall?
and insert -- may -—-—. : ) _
' line 7, after "negli- -
gence" insert —— ; or (C) he establishes that

the failure to report was reasonaple under the
gircumstances --. :

Rejected.

Substantially

adopted

Refjected

Substantially.

adopted

9/

RATIONALE

Reporting and forfeiture provisions
are deemed desirable to effect
compliance by contractors, but have
been omitted from the Short Form
Patent Rights clause for use w1th
nonproflt institutions. !

Clarification prov1ded by the rev1sed
paragraph.

"This would make pfovision'ineffective.

“Avoids undue harshness of - prlor .
provision. . .



& 1-9.107-5 Clauses for domestic’ contracts. f(cont*d.}

{a) Patent Rights clause - Option in the Government. {cont'd.)

(£} Forfeiture of rights in unreported subject inventions. (cont'd.)

SUBMITTED BY COMMENT . . ) ) DISPOSIT I_ON RATIONALE
CODSIA Cnanges made to add the requisite amount of
{cont'd.} reasonableness to the paragrarh, and to provide

for a greater latitude of action on the Govern-
ment's part under certain circumstances calling
for reasonable action.

$ 1-9.107-5(a) (£)(1) (ii), line 3, delete /mex: adopted See rationale of DOD comment on page 90. i
iptexim/ and insert -- final ~--. This is an ’ : s o : ;

editing correction. The reference in the same
_line to {e)(3) indicates a reference to the

£final report. Furthermore, the Contractor should

be given an copportunity to report all inventions . _

in the final report without penalty. . ' ' . : ;

:Rejected This would unduly weaken the for-

§ 1-9.107-5{a}(£)(2), delete first sentence in el e
feiture provision. .

its entirety. The "in trust for Government"
requirement is improper and not in keeping with
spirit of Statement.

NASA 8 1-9.107-5(a) (f) does not deal with the basic ° Substantially See added 8§ 1-9.109. The administra-
disposition of patent rights under the President's adopted tive provisions were retained in the
Memorandwm, but is an administrative provision for Long Form Patent Rights clause.
enforcing the provisions of patent rights clauses.
This provision is essentially out of the existing
ASPR patent clauses and fit into DOD's scheme for
enforcing their patent rights provisions. The

civilian. agencies, on the other hand, do not use -

G



8 1-9.107-5 Clausss for domestic contracts. (cont*d.)}

{a) Patent Rights clause — Option in the Govermment. (cont’d.)

(f) Forfeiture of rights in unreported subject-inventionS. {cont'd.)

SUBMITTED BY

COMMENT : . DISPOSITION

RATIONALE

NASA
{cont'd.)

the exact ASPR adninistrative provisions nor
does the proposed FPR include a section on the
administration of the patent rights clause as is
presently found in the ASPR, 9-109.2. There-
fore, we recommend that the above-noted ad-
ministrative provisions of the proposed FPR
patent rights clause be removed or that the

FPR consider administrative problems and
promulgate a policy section on this subject.

Paragraphs 1-9.107-5(a) (£), (g}, and (k) are Substantially
characterized as "surveillance and penalty" adopted
clauses. These clauses are inimical to the

character of university and nonprofit

organization contractors, and it is suggested,

at very least, that separate clauses be drafted

for that type of contractor. Further, if there

is an insistence that the proposed clauses be

appiied to the grant situation, it should be

noted that the surveillance and péenalty

clauses are entirely out of keeping with the

theory of the grant mechanism, and would, in

fact, be unenforceable in certain aspects;

i.e., there is no mechanism to withhold grant

funds, nor are grantees required to maintain

the type of records discussed in subparagraph (g).

93

The Short Form Patent Rights clause
omits <the penalty and surveillance
provisions and these clauses may be
used with nonprofit organizations.



'\___/,-'

$e1—§-107~5 Clausesufcr'dcmestic~ccﬂtzacts. jtcdnt*d.)

(a) Patent Rights clause - Optioh in. the Government. (cont'd.)

(a) Examination of records relating to inventions.

. The Contracting Qfficer or his authorized representative

shall, until the expiration of 3 years after final payment under this contract, have the right to examine any books,
records, documents, and other supporting data of the Contractorxr which the Contracting Officer or his authorized

representatlve shall reasonably deem directly pertinent to the discovery or 1dent1f1cat10n ‘of subject 1nvent10ns or
to compliance by the Contractor W1th the requirements of this clause.,

SUBMITTED BY

COMMENT ' ' - _ DISPOSITION

NASA

GSA

8 1-9.107-5(a) (g) does not deal with the basic Substantially
disposition of patent rights under the Presgident's adopted
Memorandum, ‘But is an administrative provision for

enforcing the provisions of patent rights clauses.

" This provision is essentially out of the existing

ASPR patent clauses and fit into DOD's scheme for
enforcing their patent rights provisions., The
civilian agengies, on the other hand, do not use
the exact ASPR administrative provisions nor
does the proposed FPR include a gection on the
administration of the patent rights clause as is
presently found in the ASPR, 9-109.2. There-
fore, we recommend that the above-noted ad-
ministrative provisions of the proposed FPR
patent rights clause be removed or that the

FPR consider . administrative problems and
promulgate. a policy section on this- subject.

8 1-9.107-5{a) {g). The Contracting Officer*s . Substantially
access is limited to those books, ete., which adopted
he "... shall reaspnably deem directly pertinent

+»--" This phrase has built-in problems.

Gt

RATICNALE

See rationale to NASA comment on
page 92,

REvised language c¢larifies the scope
of the Contracting 0fficer's access’
to. the Contractor's records.



§ 1-9.107-5 Clauses for domestic contracts. (cont'd.)

(a) Patent Rights clause - Option in the Government. - {cont*d.)

(g) Examination of records relating to inventions. {cont'd.)

SUBMITTED BY _COMMENT ' e DISPOSITION - RATIONALE
GSA The contractor could claim that almost any
{cont'd.} request for books or records is "unreasonable,”

or that they are nat "directly pertinent.” The
latter phrase is taken from the Comptrollerx
General's statutory right to audit. It is not
found in the statutes or regulations of the
procurement agencies, which consider it to be
limiting. We recommend deletion of the complete
phrase qguoted above and the use of an audit
clause patterned after GSPR 5-53.304, which
provides "access to and the right to examine
any books...." See also the broad audit clause
in ASPR 7-104.41(a).

. AEC It is believed that subparagraphs (g) and (h) Rejected Comment appears to be directed toward
of 8 9,107-5(a) are inadequate to protect the rights in data.
rights of the Government in records. The three-

year period would not protect all documents

needed during patent prosecution such as Rule

116 Bmendments, interference proceedings, etc.

and would be grossly inadeguate to protect the

records needed for the defense of claims against

the Government and other litigation. It is

therefore suggested that subparagrarhs (g) and

(h) be deleted and the following substituted:
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8 1-9.107-5 -Clauses: for domestic contracts. ({cont’'d.)

{a) . Patent Rights clanse — Option in the Government. {cont*d.)

{g) Examination of records relating to inventions. {cont‘'d.}

SUBMITTED BY _ COMMENT - . DISPOSITION __ RATIONALE e -
AEC -—_All'drawinqs, specificationsg, notebookstreports,_
{cont'd.} and other technical data, and memoranda of every .

description relating thereto, shall be subject

to inspection bv the Government ‘Agency at all

reagonable times, shall be the property of the

Government and may'be used by the-Government

for anv purpose whatsoever without anv claim

on the part of the contractor and its sub-

contractors for additional cémgensation and

shall, subfject to the right of the contractor

to retain a copy of said material for its own

use, be delivered to the Government, or other-—

wise disposed of by the contractor either as

the Contracting Officer may from time to time

direct during the progress of the work or in -
any event ag the Contracting Officer shall _ . LT e

direct upon completion or termination of this . . . _ R _
contract. The contractor's right of retention . nu%“‘-xxa
and use shall be subiject to the securitv, patent, : o [

and use of information provisions, if any, of
this econtract. —- '

G
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8 1-9.107~5 Clauses” for domestic contracts. fcont'd;)

(a) Patent Rights clause - Option in the Government. (coat'd.)}

{(g) Examination of records relating to inveantions. (comt’d.}

SUBMITTED BY __COMMENT ' : . DISPOSITION __ RATIONALE

HEW Paragraphs 1-9.107-5(a) {(f), {g), and (k) are . Substantially See raticnale for the HEW- comment.
characterized -as "surveillance and penaltyﬁ' adopted ~on page 923. : _

.clauses. .These clauses are inimical to the
character of university and nonprofit
organization contractors, and it is suggested
at very least, that separate clauses be arafted -
for that type of contractoxr. Further, if there
is an insistence that the proposed clauses be
applied to the grant situation, it should be
noted that the surveillance and penalty clauses
are entirely out of keeping with the theory '
of the grant mechanism, and would, in fact, '

be unenforceable in certain aspects; i.e., _
there is no mechanism to withhold grant funds,
nor are grantees required to maintain the type
of records discussed in subparagraph (g).

77




"8 l—9;107~5. ClauseS“fqr'domestic-coﬁtracts. {cont’'d.)

{a) Patent Rights.-clause — Option in the Governmént.

{(h} Right to disclose subject inventions.

(cont'd.)

The Government may'dupllcate-and alsclose reports and disclosures. of

subject inventions required to be furnlshed by the Contractor or a subcontractor pursaeant to this clause.

SYBMITTED BY

COMMENT

" DISPOSTITION

NASA

CODSIA

8 1-9.107-5(a) (k) does not deal with the basic
) dlSpOSltlon of patent rights under the President’'s adopted

Memorandum, but is an administrative provision for
enforcing the provisions of patent rights clauses.
This provision is essentially out of the existing

ASPR patent clauses and fit into DOD's scheme for

enforcing their patent rights provisions. The
civilian agencies, on the other hand. do not use .

-the exact ASPR administrative provisions nar

does the proposed FPR include a section con the
administration of the patent rights clause as is
presently found in the ASPR, 9-109.2. There-
fore, we recommend that the above-~noted ad-—
ministrative provisions of the proposed FPR
patent rights clause be removed or that the

FPR consider administrative problems and
promulgate apolicy section on this subject.

8§ 1-9.107-5(aj (h}, at end of subparagraph and
after the word "clause" insert —- , but in doing

. s0_it shall not impair in any way the Contractor's

RATIONALE

right to file domestic and Foreiqn patent

EElIcatlonS ~—. A mutually desirable requirement

in order to protect against the loss of patent
rlghts.

9

: Subsnantlally See the ratlonale to the NASA
comment on page 92,

B e et

Admlnlstratlvely 1mpract1cab1e for
most agenc1es.
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& 1-9.107-5 Clauses for domestic contracts. (cont’d.)

{a)

Patent Rights clause:f Option in the Goverument. ‘(cdnt’d;}.'

o ’/'

{h) Right td disclosue subjec&,inventions. (cont'd;)
SUBMITTED BY _ COMMENT DISPOSITION _ RATIONALE
AEC It is believed that subparagraphs (g) and (h} Rejected Adninistratively lmpractlcable for

of 8 9.107-5(a} are inadeqguate to protect the

rights of the Govermment in records. Tt is

therefore suggested that 8 1-9.107-5(a) he

modified so as to protect. the contractor and

the Govermment against statutory bars, to

both domestic and foreign patents arising

out of publication or disclosure. In the

absence of a contractual obligation, the

Government might be reguired under the Freedom

of Information Act to disclose. It is therefore

suggested that the following paragraph be added:

-~ Neither the Government nor the Contractox
shall publish, or without authorization
publicly disclose, a Subiject Invention, until

the rights in said invention have bgen
determined and the party authorized undex
the contract to file a patent application
or applications has authorized the release
of the publication or disclosure, or the
periods established by the contract to file
said patent application or applicaticns has
expired. -- '

7

most agenCLes.

o O ———
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8 1-9.107-5 Clauses for domestic contracts. (cont’d.)}

{a} Patent Rights.cléuse - Option in the Government. {cant'd.]}

(1) Filing of domestié¢ patent applications.

(1) With respect to each subject invention on which the Contxactor has the right to file a domestic patert

application pursuant to paragraph (b), above, the Contractor shall file or cause to be filed such application within

5 months after submission of the disclosure, or such longer period as may be authorized by the Contractlng officer
" for good cause shown in wrltlng. Further with respect to such inventions, the Contractor shall promptly notify the
Contracting Officer 6f any décision not to file an application. If the Contractor fails to file or. cause to be
filed an application w1thln the preserlbed period, the Contracting Officer may initiate action to protect the
Government s interest. :

{(2) within 2 months after such filing or within 2 months of the first writkten disclosure of such invention
if a patent application previously has been filed, the Contractor shall deliver to the agency a duly executed
licenseé fully confirmatory of all rights tc which the Government is entitled under this clause and, upon request,
a copy of the application as filed. : ‘

(3) The following statement shall be included within the firgst paragraph of the specification of any patent
application filed and any patent issued on a subject invention: "“The Government has reserved rights in this
invention, which was made in the course of or under Contract No. {or Grant No. )
awarded by (identify the agency}.” :

{(4) Tor each subject invention on which a patent application is filead by or on behalf of the Contractor,
the Contractor shall provide to the Contractimy O0fficer, within 2 months after a patent issues on the appllcatlon,
the number of the patent. In addition, he shall furnish the agency upon reguest:

{ 1} 2n irrevdcable power of attorney to inspect and make copies of each United States patent applica-
tion filed by or on behalf of the Contractor ccverlng any such lnventlon. and

"(1i) Written réports at'reasonable 1ntervals, prlor to and after flnal settlement .as. tos:
(8) The commercial use thattﬁsibaing'made-ar is intended to be mader of such invention: and.

(B} The steps taken by the Contractor to brlng the invention to the point of practical applica-
tion, or to make the invention available for licensing. ) ik

Vi as:



8 1-9.107-5 Clauses for domestic contracts. (cont'd.) .-~

{a) Patent Rights {conttd.}

clause - Option in the Governmenf.

(1} Filing of domestic patent applicgtions.{ébnt’d-}

(5} 1If an application has been filed, the Contractor shall notify the agency, nct less than 30 days before
the expiration of the response period for any actien required by the Patent Office, of any decision not to continue
prosecution of such application.

(6) For each reported subject lnventlon on which the Centractor does not file a patent appllcatlon or . _ .
discontinues prosecution of an appllcatlon, the Contractor shall convey to the Government, upon request,. the Con- ' ' !
tractor's entire right, title, and interest in such invention by delivering to the contractlng Officer such duly a
executed 1nstruments (prepared by thre Govermment) and such other papers as are deemed necessary to vest in the
Government the entire right, title, and interest and to enable the Government to apply for and prosecute patent
applications covering such invention throughout the world. The conveyance to. the Government shall be subject to
the reservation of the license to the Contractor speclfled in (d), zbove..

(7} For each reported subject invention on which the.Contractorwdoes not file a patent application thé.
Contractor shall inform the agency promptly im writing of the date and identity of any sale, public use, or
publication of such invention made by or known tc the Contractor, or any contemplated action of this nature.

Ta
-

DISPOSITION

SUBMITTED BY _ COMMENT RATIONALE _ e
1ISDA g 1-9.107-5(a) (i).. Filing of domestic patent Commentary . See rationale to USDA comment on
applications does not. apply to this Department. only " page 8.

In accordance with our statutory requirements,

. no patent applications are filed by the Contractor
and the assigriment to the: Government. appears ox
the face of the United States patent.

re/

(It should be noted that this

paragraph (i). has been revised and

appears as paragraph (3} of the. o
Patent Rights clause in 8 1-9.107-5{bJ. -
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§ 1-9.107-5 Clauses for domestic contracts. {cont*d.}

{a) Patent Rights clause — Option in the Government. {cont'd.)

(i) Filing of domestic patent applications. (cont'd.)

SUBMITTED BY

COMMENT _ DISPOSITION

S

RATIONALE

JUSTICE
{RYAN)

CODSIA

DOL¥

8 1-9.107-5(a) (i) {1). With respect to filing of Rejected
domestic patent applications, the regulation
should provide that time in which to file be

"made a matter of public record, together with

the reasons supporting such authorization,
including the contractor's written submission

onn behalf of getting such extension. The same
applies to extensions granted by the contracting
officer regarding requests for greater rights under
8 1-9.107-5(¢) (b) (2){i}, concerning deferred
determinations.

8 1-9.107-5(a) (i) (1), line 3, change "6" to Rejected

== 12 —-=. Contractors understandably need more

than 6 months after reporting to evaluate and

file patent applications. _

line 4, delete /premptiy/ Rejected
and insert -- within 6 months after his election

not to file --. This change conforms to the

present ASPR requirement, and is more definite

than "promptly”. .

8 1-9.107-5(a){1){3). The term "made” can bhe Adopted
avoided by substitution of a statement as follows:
-- The Government has rights in the invention

pursuant to Contract (or Grant) No.

awarded by (Agency). --

SO

No meaningful purpose would be served
by publishing extensions.

Provisions exist for extension to.
file when needed.

Once a contractor makes a decision not
to file, a prompt notification is not
deemed to be burdensome.

Clearer statement of Government rights.
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8 1-9.107-5 Clauses for domestic contracts. {cont'd.}
(a} Patent Rights clause - Option in the Government. (cont'd.}
(i) Filing of domestic patent applications. (cont'd.}

SUBMITTED BY _ COMMENT DISPOSITION ___RATIONALE

JUSTICE The acticmr required of the contractor under Rejected " The contractor should not be reguired

(RYAN) € 1-9.107-5(a) (i) (4) should be made mandatory, . to prepare-a report unless it is
and not be dependent upon the Government's .reguegtgd bi an agency and is ﬁej
request. This can be done by deleting fGpon quired in the administration of its

. programs.,

Eequest/ from the second sentence, and
Anserting in (a){i)(4){ii) language prov1dlng
for specific intexrvals.:

(WERTH) § 1-9.107-5(a) (i) (4), line 3. delete /upen Rejected Same as imﬁediately above. See
request/ . : revised paragraph (c) (3).
8 1-9.107-5(a) (1} (4) (i1), delete /¥easerable Rejected The agency should have complete dis-
intervats/ and insert -- intervals fixed by cretion in determining when to require
agency regulations, —-. reports, This is in keeping with the

: Presidential Statement.. -

CODSIA 8 1-9.107-5{(a){i}(4) {ii), delete /prier-—to-and Rejected Same as 1mmed1ately ADOVE. oo
after-finat-settiementy~as-tor/ and insert ) e
-— but not more frequently than ongce each year,

and in keeping with and as set out in (4}(2)
hersin --—.

Also delete 8.1-9.107-5(a) (i) {4} (ii)(a) and (B). Rejected This information may be requlred by

More frequent reports will be burdensome upon
both the Contractor and the Government,

" be found to be umrecessary..

and will

/o3

an agency in the admlnlstratlon of

1ts program.



8§ 1-9.107-5 Clauses for dumestic contracts. (cont'd.}

(a) Patent Rights clause — Option inthe Govexrnment. {cont'd.]

(i) Filing of domestic patent applicatioms. {cont'd.}

SUBMITTED BY

COMMENT e 7 _ DISPOSITION

RATIONALE

JUSTICE

{RYAN)
&

(WERTH)

EPA

8 1-9.107-5(a) (i) (6). Delete /upean-reguest/ to Rejected
make it mandatory that the contractor convey to -
the Government his entire right, title, and
interest in each reported subject invention on
which he does not file a patent application or.
upon which he abandons prosecution of a patent
application. There is no reason why the possi-
bility should exist that contractors might hold
back the development and commercialization of
inventions or the public availability of
information on advances in science and technology.

8 1-9.107-5(a) (i) (6) calls for an assignment of Substantially
all invention rights throughout the world - adopted '
(emphasis added), in the event a contractor

either fails to file a patent application or

discontinues prosecution of an application. This

provision appears to be inconsistent with any

grant of foreign rights to a contractor which may

have occurred, since it implies that if the con~

tractor does not pursue domestic rights, it loses

all foreign rights, as well as domestic rights. We

presume this is not the intention of parxagraph (i)

{6), therefore the following is. recommended:

line 3, after "entire", add -- domestic ~-.
line 5, after "prosecute", add -- domestic —-.

line 6, delete /Ehrousheuk-the-worid/.

T

The agency should not be reguired to
obtain the documents of title to an
inverition in which the Government has
no interest..

The Presidential Statement does not
predicate the contractor's foreign
rights upon acguisition of domestic
rights to a Subject Invention.
Provisions as to filing of domestic
and foreign patent applications has
been revised to substantially accom-
modate the comment.



§ 1-9.107-5 Clauses for domestic contracts. {cont'd.)

{a2) Patent Ri;htsfglaﬁse - Option in the Goverpment, (cont’d.)

"~ {i) Filing of domestic patent applications. ({cont'd)

SUBMITTED BY

RATIONALE

HEW

COMMENT | - _____ DISPOSITION

§ 1-9.107-5(31}(4), (5), and (6}. These subpara~ Substantially
graphs appear to be directed to responsibilities adopted

that the contractor must undertake if he obtains

"greater rights" under Section 1(a) of the Presi-

dent's ‘Statement., The conditionsg imposed upon the
contractor who. obtains greater rights after

identification of an invention are ordinarily

determined at the time of waiver, and not at the

time of contracting, as suggested by these sub-

paragraphs. The inclusion of these conditions

.in. the initial contract clause makes it uncertain

as to what conditions an agency may include in

its waiver determination at the time greater
rights are actually granted. It should be noted
that HEW now includes in its waiver determinations
a number of conditions over and. above those called
for in these subparagraphs, which may vary, depend-

_ing on the fact situation of the specific waiver.

It appears that the drafters were concentrating
their attention on what conditions should be
imposed upon the. contractor when he was guaranteed
title at the time of contracting. The drafters
appear to have failed to recognize that the clause
also was to be applicable in "greater rights"
situvations (waiver proceedings}. Re-analysis of

‘these subparagraphs is suggested.

SOL g

"Greater Rights" section has been
placed in "Procedure” sedétion.

et e e e A S
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8§ 1-9.107-5 Clauses for domestic cantracts. fcont'd.)

(a} Patent Rights ¢lause - Option in the Government._(cont'd.)

(3 Filing_of foreigqn patent applications.

(1) When the:Contractor'acquires, pursuant to this clause, the right to file a patent application on a

subject 1nvent10n in any foreigm country, he shall file such application in accordance with applicable statutes
and regulatlons and within:

e i) Nine months from the date of a corresponding United States application filed by or on behalf of
“the  Contractor; - o ' o :

{ ii) Six months from the date permission is granted to theVCQntractcr-to file foreign applications:

{iii) Six months from the date the invention is submitted in an invention disclosure pursuant to (e),
above; or-

( iv) Such longer period as may be approved by the Contracting officex.

(2) . The Contractor shall notify the agency promptly of each foreign application filed and, upon written

request of the agency, shall furnish an English translatlon of such foreign application w1thout additional
compensation.

{2} The Contractor shall convey to the Government, upon reqguest the entire right, title,
to each such subject invention in each foreign country in which an application has nat been filed by the Contractor
within the time specified in (1) by delivering to the Contracting Officer duly executed instruments prepared.by the
Goverpnment. The conveyance to the Government shall be subject to the reservation of & nonexclusive and royalty-free
license to the Contractor and his existing and future associated companies, if any, within the corporate structure -
of which the Contracter is a part and shall be nonassignable, without approval of the agency, except to the successor
of that part of the Contractor s business to which the invention pertainsg.

and interest in and

768




8 1-9.107-5 Clauses for domestic contracts. .(copt‘d;)l
{a) Patent Rights clause -~ Optioﬁ'in the Government. {(cont'd.}
{31) Filing of foreign patent applications.. (cont'd.}
SUBMITTED  BY COMMENT __DISPOSITION RATIONALE
USDA § 1-9.107-5{a) (j) does not apply to USDA because Commentary (It should be noted that this para-
the contractor assigns the worldwide'rights to  only graph (j) has been revised and
the Government and does not retain the right to appears as paragraph (k) of the Patent:
file pateht applications abroad. : Rights clpa;e in 5'1_9';07'5(b)')
COMMERCE 8 1-9.107-5(a) (j) (1), before the colon, insert gubstantially Provision has been revised for : 1
--one of the fo low1ng periods -- and cancel adopted clarification. . )

.8 1-9.107-5(a) (3) (3},

{i} to (iv) and insert the following: '
—= (i) ©Nine months from the date of a corres-

‘ponding United States application filed by or
on behalf of the Contractor, or if such an
application is not filed, six months from the
date the invention is submitted in a dis-~
closure pursuant to {e), above;

“{ ii) 8ix months from the date the Confractor

is authorirzed to file a patent application in

any foreign country pursuant to (b)(3), above;

(111) Six months from the daterpermLSSLOn ig
granted to file foreign applications where
such flllng_has ‘been prohlblted for securlty
£§E§2£§L425 '

{ iv)  Such longer period as may be app:oved
-by the ‘Coritracting Offlcer-

line 6, delete 1—7‘after
the ward "nonassignable®™.

7O L

——



8 1-9.107-5 Clauses for domestic contracts. (cont'd.)

{a} Patent Rights clause — Option in the Government. (cont'd.}

. {j§) Filing of foreign patent applications, (cont'a.} o . _ é

SUBMITTED BY _ COMMENT . _ oo . DISPOSITION _ RATIONALE
VA, : S . ; '
{Prosthetic & The date when an evolving idea really becomes a Commentary

Sensory Aids formal conception of an invention is wvery dif- only

Service} ficult to establish in many cases. We belleve

that assistance of patent counsel and appropriate

searches may often be necessary to idemtify an

invention. 8 1-9.107-5(a}(j) probably should

also stress withholding.of information and def-

feral of public demonstrations if forelgn patent . _ ;
applications are likely to be filed. In the : ' : i
United States, the application may be filed up : : : :
to a year after first publication or first:

public use or sale. We understand that some

foreign countries allow one year after filing

a United States application but do not allow

this period after publication or public use

or sale. : : - : ' ' i
INTERTOR . 8 1-9.107-5(a) (Y (L) (ii}. - after "application™ Substantially Provision has been revised for ~rm«ﬂww~—{
insert ~- purgsuant to 8 1- 9 107 -5(a) {b) {3) ox adopted . clarlflcatlon ) :

8§ 1-9.107-5{c)} (k) (3) -

8 1-9.107- 5(a)(j)(l)(111). After "pursuant’
to" insert -- 1-9,107-5(b)}(b) wherein the '
Contractor elects not to file a domestic patent
aEElication_-_. Delete 8 1-9.107-5(a}(e}.

These changes ta paragraph (]1 clarify flllng . N ) ’ . |
requirements. : - :

1'07



& 1-9.107-5 Clausés for domestic contracts. (cont'd.)
{é) Patent Rights clause - Optioﬁ in the Government. (éont'd,}
() Filing of forelgn patent appllcatlons.. {cont*d.}
SUBMITTED BY CO“MENT DISPOSITION RETICNALE'
'CODSIA Add the following new 8 9.107-5(a)(j)(1): Rejected The ageﬁcy should have the disctre-

 -- Where the Government has a right to acquire

the principal or exclusive rights to an _
invention and does not elect to secure a
patent in a foreign country, the Government
agrees to _and hereby does grant to the Con- -
" tractgr such rights in any foreign country-
in which the Contractor elects to secure a
patent, subdect to the Government's right.
as set forth in this clause. —-= '

To conform with Statement.

In 8 1-9.107-5(a) (i) (1}, change (1} to — (2) —-.Rejected

8 149m10745(a)(j)(l)(ii), after "applications"  Rejected
insert -— relaktive to request under Title 35; or ——.

Delete & 1-9. lO?—S{a)(J)(l)(lll) and change "(lv)" Rejected

to -- {dii) -—.
8 1-9,.107-5{a){7}{2). Change "2" to -- (3)_-~. _Rejected
8 1-9.107-5(a){j){(3). Line 7, after "part",

Rejected
ingert -=- together with the right to grant sub- . .
licenses ‘of the same scope to the extent the con-—
tractor was legally obligated to do so at the

~time the.contract was awarded, —-.

/’C'Sf

tionary right to decide whether a
contractor should ke permitted to £file
an application in any foreign country
on a subject invention (See

8 1-9.109-6(g) (2} as revised.)

This provision has been revised
substantially and these procedural
comments, are’ no 1onger deemed
pertlnentz_
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8 1-9.107-5 Clauées for domestic contracts. ({cont'd.}

{a) Patent Rights clauge — Option in_the Government. (cont'd.)

{3} Filing of foreign patent applications. (cont'd.)

SUBMITTED BY

COMMENT : DISPOSITTION RATIONALE

CODSIA
{cont'd.}

AEC

The above change would permit the contractor

to comply with a third party agreement entered
into independently of, and prior to the time of
award of, theé Government contract. Furthermore,
the revision will accommodate those U, 5.
organizations which have foreign plants and sub--
sidiaries which should receive the license. '

Change 8 1-9.107-5(a)(j}(3) to 8 1-9.107-5(a) Rejected. See rationale for the CODSIA comment

{14}, _ _ on page 108.
g 1-9.107-5(a)193¢3). Wﬁere the Government |, Substantiélly For the reasons set forth in the

does not have title to the U. S. application, a adopted comment submitted by AEC.

certified copy of the U.S. application re-
gquired to be filed in many foreign countries
must be obtained through the contractor. 1In
addition, the contractor and its employee should
do all other things necessary for the filing of
the foreign application. 1In addition, it is not
believed that the contractor should be entitled to
a guaranteed license in any foreign country in
which it does not file patent applications. The
following changss are therefore suggested in
subparagraph (j)(3): :

Delete the second sentence of the paragraph and

N
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8 1-9.107-5 Clauses for domestic contracts. {cont'd.)

(a) Patent Rights clause -~ Option in the Government. {cont‘'d.)

{i) Filing of foreign patent applications. (cont'd.)

SUBMITTED BY .COMMENT : ' DISPOSITION ) RATIDNALE
AEC - substitute the follow1ng sentence:
{cont'd.) -- The Contractor and its employees shall execute

all documents and do all things necessarz or-
proper to enable the Government to file patent
applications in such foreign countxries as the
Government shall elect, and furnish the certified
copy of the U.S8. application for filing in each
foreign country where reguired. —-

EPA ) Paragraph (j)(3) of 8 1-9.107-5{(a} should include Substantially The appropriate provisions have been
' -a provision reguiring the contractor, upon reguest, adopted reviged to -include this concept.
to convey the entire right, title and interest in :
regard to its foreign patents on Subiect Inventions,
in the event the contractor elects to discontinue
payment of patent maintenance fees in a partlcular
country.

AL



8 1-9.107-5 Clauses for domestic contfacﬁs. (cont‘d})

{a) Patent Rights clause - Option in the Government. (cont’d&.) ’

(k) withholding ¢f payment.

{1) Final. payment under this contract shall not be made before the Contractor delivers to the Contracting
Officer the final report required by (e)(3), above, all written invention disclosures reguired by (e)(l), and all
information as to subcontracts regquired by (L) {4).

{2} If at any time before final payment under this contract the Contractor fails to deliver an interim
report required by {e}(3) or an invention disclosure reguired by (e) (1}, the agency shall withhold from payment
$50,000, or 5 percent, of the amount of this contract whichever is less (or whatever lesser sum is available if
payments have exceeded 95 percent of the amount of this contract) until -the Contracter corrects all such failures.
If the Contractor is a nonprofit organization, the amount that may be w1thheld shall not exceed 1 percent of the
amount of the contract or $50,000, whichever is less.

(3) After payments total 80 percent of.the amount of this contract, and if no amount is required to be
withheld under (2}, above, the Contracting Officer may, if he deems such action warranted bacause of the Con-.
tractor's performarnce under the Patent Rights clause of this contract or other known Government contracts, withhold
from payment such sum as he considers appropriate, not exceeding 550,000, or 5 percent, of the amount of this
contract whichever is less, to be held as a reserve until the Contractor delivers all the reports, disclosures, and
information - spe01f1e&.1n {1), above. Subject to .the withholding limitation of (2), above, the sum withheld under
this subparagraph (3} may be increased or decreased from time to time at the discretion of the Contracting Officer.

{4) No amoant shall be withheld under this paragraph while the amount specified by this paragraph is being
withheld under other provisions of the contract. - The total amcunt withheld under (2) and (3}, above, shall nct
exceed $50,000, or 5 percent, of the amount :of this coatract whichever is less. The withholding of any amount or
subseguent payment thereof to the Contractor shall not be construed as a waiver of any rights accruing to the
Government under this contract. '

727



8 1-9.107-5 Clauses for domestic contracks. fcont'd-)-

(a) Patent Righkts clause - Option in the Government. (cont'd.)

{k) Withholding of pavment, (cont'd.)

SUBMTTTED BY. COMMENT . ' DISPOSITIdN RATTONALE

RASA 8 1-9.107-5(a) (k) does not deal with the basic Substantially (It should be noted that paragraph
. disposition of patent rights under the President's adopted (k) of the Patent Rights clause in
Memorandum, but is an administrative provision for 8 1-9.107-5(a) appears as paragraph
enforcing the provisions of patent rights clauses. (h}.) See rationale to NASA comment
This provision is essentially out of the existing ’ on page 92.

BSPR patent clauses and fit into DOD's scheme for
enforecing their patent rights provisions. The
civilian agencies, on the other hand, do not use
the exact ASPR administrative provisions nor
does the proposed FPR include a section on the
administration of the patent rights clause as is
presently found in the ASPR, 9-109.2. There-
fore, we recommend that the above-noted ad-
ministrative provisions of the proposed FPR
patent rights clause be removed or that the

FPR consider administrative problems and
promilgate a policy section on this subject.

NSF 8 1-9.107-5(a) (k), which deals with the with- .  Substantially The withholding of payment provisions
holding of payment, seems unnecessarily punitive  adopted has been-retained in the Long Form
and again, contrary to the spirit of the Presi- Patent Rights clause, however, they
dential policy. 1In our experience, adequate 2§;ﬁSgeigroﬁzztﬁgt;nngggrgggit Form
retention of funds already exist under most organizatiohs.

contracts and the further reguirement for with-
holding of funds,. pending patent disposition,
appear to overcomplicate the present contract

rs
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& 1-9.107-5 Clauses for domestic contfacts- (cont'd.)}

{a) Patent Rights clause - Option in the Government. (cont'd.}

{k) wWithholding of payment. (cont‘d.)

SUBMITTED 'BY

COMMENT ' DISPOSITION

RATTIONALE

NSF -
{cont'd.)

INTERIOR

GSA

closeout system. It should also be noted that

a further reason for excluding grants is that they
are normally paid in advance in full or period- -
ically by way of a Letter of Credit. Under this
arrangement, there is no practical mechanism for-
withholding funds pending patent closeout.

.8 1-9.107-5(a) (k). On the payments aspects, we Substantially

seée no real need for the complicated array of adopted
fund withholding provisions related to patents.

A simple provision requiring a certification and
report prior to final payment under an R&D Contract
would seem to give the Government all the leverage
it needs. The payment provisions of the contract
could then be tailored to provide fund retention

as needed. TIn any event, these elaborate payment
withholding provisions seem to ignore the general
policy advocated by the OMB in Circular A-101 that
for R&D Contracts with educational institutions
advance payment should be the rule.

8 1-9.107-5{a) (kx}(2). In the final sentence, after Rejected
"nonprofit organization," insert —-- and _this

contract is without profit or fee, -~. Conversely,

we see no reason to favor the nonprofit if the

contract contemplates profit or fee. This principle

is recognized in ASPR 4-116.1 and 7-303.7.

77 3B

The withholding of payment provision
is discretionary with the Contracting
Officer., A provision regarding

- "certification" prior to final payment

has been reétained. As to nonprofit
institutions, gsee rationale to the NSF
comment on page 112,

Nonprofit organizations should be
given favorable treatment.



8 1-9.107-5 Clauses for domestic contracts. {cont'd.}

(a) Patent Rights clause - Option in the Government. {(cont'd.)

(k) Withholdigg of payment. {cont'd.)

SUBMITTED BY COMMENT I DISPOSITION RATIONALE
GSA 8 1-9.107-5(a) (k) (4). We suggest the deletion Rejected Contrary to existing policy that
{cont'd.) of the first sentence, which prohibits withholding withholding should not be accumulated.

under this paragraph when there is a withholding
under other provisions of the contract. In the
latter situation presumably the withholding
would be unrelated to this patents clause and we
sée no reason for this limitation.

HEW Paragraphs 1-9.107-5(a) (£}, (g)., and (k) are Substantially See the rationale for the HEW comment
characterized as "surveillance and penalty” adopted on page 93.
clauses. These clauses are inimical to the : '
character of university and nonprofit organi-
zation contractors, and it is suggested, at very
least, that separate clauses be drafted for that
type of contractor. Further, if there . is an
insistence that tlhie proposed clauses be applied
to the grant situation, it should be noted that -
the surveillance and penalty clauses are entirely
out of keeping with the theory of the grant
mechanism, and would, in fact, be unenforceable
in certain aspects; i.e., there is no mechanism
to withhold grant funds, nor are grantees reguired
to maintain the type 0Of records discussed in sub-
paragraph (g).

;gL



g 1-9.107-5 Clauses for damestic comntracts. (cont'd.)

'(a} Patent Rights clause - Optioh in, the.Government-fcont’d.)

(1) ,Subcontracts¢

(1) The Contractor shall, unless otherwise authorized or directed by the Contracting Officer, include a-
Patent Rights clause, modified to identify the parties and containing all the provisions of this clause except
provision (k), above, in any subcontract hereunder where a purpese of the Subcontract is the conduct of experi-
mental, developmental or research'work. In the event of refusal by a subcontractor to .accept this clause, or if
in the opinion of the Contracter this clause is incongistent with the policy as set forth in 41 CFR 1-9.107= 3 the
Contractor: -

(-i): Shall promptly submit a written report to the agency setting forth the subcontractor's reasons
for such refusal and other pertinent information which may expedite disposition of this matter; and

(ii} Shall not. proceed with the subcontract without the written authorization of the cOhtraCting
Qfficer. : ‘ ' : '

(2) The Contractor shall not, in any subcontract or by using such a subcontract as consideration therefor,
aceguire any rights to subject invention for his own use (as distinguished from such rights as may be reguired solely
to fulfill his contract obllgatlons to the Government in the performance of this contract)

(3) A subcontractor may furnish to the Contractor for transmission to the Contracting Officer invention
reportg, instruments, and other information required to be furnished to the Contracting Officer under the provi-
sions of such a Patent Rights clause in a subcontract hereunder, or in his discretion (or by dlrectlon of the
Ceontracting Officer) he may submit the same directly to the Contracting Officer.

{4) The Contractor shall promptly notify the Contracting Officer in writing of any subccntract ccntaining

-a Patent Rights clause, and furnish to the Contracting Officer a copy of -such contract, and shall notify the
'Contractlng Officer when such subcontfact is completed. If there are no subcontracts containing Patent nghts
clauses, a negatlve repart shall be included in the flna1.renort submitted Durusant to (e) (3).

{3) The Contractor shall exert his best effort to identify all subject inventions of the subcontractor and

shall notify the Contractlng Officer promptly upon the 1dent1f1cat10n of such 1nvent10n-

__‘//6/
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S'1194107—5’-Claﬁsesffor‘domestiC'contracts‘, {cont*d.}

(a) .Patent Rights“éiause - Qation in_the Govermment. (cont'd.)

{1} Subcontracts. . (cont’d.}

(6) It is understood that the Government is a third party beneficiary of any subcontract clause granting
rights to the Government in subject inventions, and the Contractor hereby assigns to the Government all the rights
that he would have to enforce the subcontractor's obligations foxr the benefit of the Government with respect to
subject inventions. The Contractor shall not-be obligated to. enforce the agreements of any .subcontractor hereunder
relating to the obllgatlons ‘of  the’ subcontractor ‘to the Government in- regard to subject 1nvent10ns.

SUBMITTED BY _ COMMENT _ : = ' ___ DISPOSTPION - RATIONALE
JUSTICE. 8 149.l07-5(a)(1). ' In situations where sub- Substantially (It.should be noted that paragraph {e}

{RYAN) contractors refuse to accept a Patent Rights adopted - has been revised and appears as
: clause, the regulation gives no guidance to paragraph (i) of the Patent Rights
the contracting officer to assist his authoriza- glguf§7s4%g?'ég;'gégi';ddggwwiiﬁtlon
tion or direction to the contractor not to include instructions for the Contractlng
such clause inh subcontracts. The lack of guide- Offlcer.
lines could prevent the Government from realizing
to the full its rights where under the prime
contract the agency gets principal or exclusive
rights. Inclusion of the Patent Rights clause
would protect this interest at the subcontract
_level. 1In such situations the absence of the
clause from the subcontract will leave the
Government with only the rights obtained .from
the prime contractor, Moreover, it should be
opserved that tc permit a. subcontractor to
obtain a contract without a patént rights clause
might well establish inconsistencies with the
President's Statemert, which embraces “sub-
-contract within its definition of contract.

VoL



@ 1-9.107-5 Clauses for domestic contracts. .(cont'd.}

{(a) Patent Rights clause - Opticn in the Govermnment. (cont'd.) .
(1) subcontracts. (cdnt'd.)
SUBMITTED BY COMMENT DISPOSITION RATIONALE

DOD

COMMERCE

CODSTIA

8 1-9,107-5(a) (1) (1). This wording will encourage Rejected
the automatic flow-down of the patent rights clause
determined by the agency to be appropriate in the

prima contract to subcontracts whereas the Presi-

dential statement contemplates the selection of

a clause consistent therewith at all contracting

levels. Rewording of this subparagraph to- clarlfy

this point may be in order.

8 1-9.107-5(a) (1} (2). Line 2, delete /—hventiea7 Adopted

and insert -- inventions --~.

8§ 1-9.107-5(a) (1) {3). Line 1, delete /A/ and Rejected
insert -- Only if mutually acceptable to the

parties concerned, a —-. This relationship

with the Subcontractor should exist only if

there is mutual agreement between the parties.

8 1-9.107-5(a) (1) (4}. Line 2, after "Officer" Adopted
insert -- upon his regquest --. It would appear in part

to save paper work for hoth the Contractor and

the Government if the furnishing of a copy of a
contract, and the notification when the subcontract

is completed, are provided only upon reguest. This
would still leave the requirement that the Contracting

Officer be notified, which in the great majority of
cases is all that w111 be necessary.

/77 '~

Normally the same clause will apply
to subcontracts and use of any other
prescribed clause shall be approved
by the Contracting Officer.

Editorial correction.

Same rationale could be applied with

- equal validity to the Contractor-

Governmegnt relationship.

Revised language of the renumbered
paragraph (i) (4) of the Patent Rights
clause provides that a copy of the
subcontract is only required upon
regquest.

Al



8 1-9.107-% Clauses for domestic contracts. (cont*d.)

{(a) Patent Rights clause - Option in the Government. (cont'd.)

{1) Subgontracts. (pont'd.)

SUBMITTED BY _ COMMENT DISPOSITION  RATIONALE
boT 8 1-9.107-5(a){1){6). Tnis clause makes the Commentary
Government a third party beneficiary of any sub- only

contract c¢lause granting rights to the Govern-
ment in subject inventions and also relieves

the contractor of any obligation to enforce

the agreements of any subcontractor hereunder 7
relating to the obligations of the subcontractor
to the Government. This paragraph seems to put
the subcontractor into direct contractual _
relationship with the Government and gives him

a right to an appeal under any 'Disputes’

Clause in the contract. Subcontractors,
‘generally, do not have a direct right of appeal

to the U.S. CGovernment under the Dispautes Clause
but may appeal only if the prime contractor agrees
to pursue the dispute under the Disputes Clause,

77 _Z’



& 1-9.107-5 Clauses for domestic contracts.

(a) Ppatent Rights clause - Option  in the Government.

(cont'd.)

(cont'd.)

{1) sSubcontracts.

{cont'd.)

SUBMITTED BY

COMMENT DISPOSITION

_RATIONALE

CODSIA
(cont'd.)

AEC

§ 1~9.107-5(a)(1}(5). Line 1 after "Contractor"
insert -- agrees that he —--.

Line 1, delete /feweri-his
best-effort-to-identify/ and insert -- reguest
certification from the Sub¢ontractor as to the
latter's identification of —--,

Line 2, delete /nebtify/
and insert -- provide saild certification or a
statement as to its unavailability, to --.

Rejected

It is. not reasonable for a Contractor to control’
or supervise or keep track of the activities of
their subcontractors in the way of proposed
language. The revision is in keeping with the
ASPR approach which essentially is to keep the
two parties at arms length.

8§ 1-9.107-5{(a){1)(6). It is believed that the
following clause should be added at the end of
paragnann {8}; before the period: .

Rejected

-- but shall assist the Government-in any under-
taking to enforce such agreements --.

SIS G

Identification of the Subcontractor’s
"Subject Inventiohs" is a necessary
aid in the Government obtaining
reports of Subject Inventions.  The

suggested revision merely duplicates
that which is already required of the
Subcontractor.

Suggested addition is deemed implieit
in the existing language. (See

U.S. v. Petrocarb, Inc., et al

176 USPO 229.)



PAGE 120 CHANGED TO FAGE 104a.

=

oy " HEW COMMENTS PERTAIN TQ € 1-9.107-5(a}(i) INSTEAD OF 8 1-9,107-5(a){1).

]
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8 1-9.107-5 Clauses for domestic contracts. {cont'd.)

(a}. Patent Rights clause .- Option in the Government. (cont'd.}

{(m} Related inventions. (PROPOSED)

SUBMITTED BY

. COMMENT ' ' ' DISPOSITION

RATIONALE

INTERIOR

add the following under 8 1-9.107-5(a): Rejected

{m) Related_inventions.

(i} The Contractor shall submit toc the Con-
tracting Officer within six {6) months after the
submission of the final report reguired by sub-
paragraph (e) (3} of this section, written informa-.
tion concerning the conception.or actual reduction
to practice, or both, as may be applicable, of
every invention made by the Contractor in Contractor's
facilities where the work called for under this con-
tract is performed pertaining to: the work called for
in this contract which was conceived or first actually
reduced to practice within the period of three {3)
months prior, during, or three (3) months subsegquent
to the term of this contract, which invention would
be a Subject Invention if made under this contract,
but which the Contractor believes was made outside .
the performance of work required undex this contract.
The Contracting Officer may require additional informa-
tion to be furnished in confidence by the Contractor.
At the request of the Contracting Officer made during
or subsequent to the term of the contract, including
any extensions for additional research and development
work, the Contractor shall furnish information concern-—

.ing any other invention which appears to the Contract-

ing Officer to reasgonably have the p0551b111§y of
beling a Subject Invention.

ad

Places an undue administrative

.burden on the contractor especially

if the contractor is a multi-divisional
corporation.



8 1-9.107-5 (Clauses for domestic contracts. (cont’'d.}

(a} Patent Rights clause - Option in the Goverpment. (cont'd.)

(m) Related jnventions. (PROPOSED) (cont'd.)

SUBMITTED BY COMMENT . DISPOSITION RATIONALE

INTERIOR {2} Al]l information éupplied by the Con- Rejected See rationale on pagé 121.
(cont’d.) tractor hereunder shall be of such nature and '

character as to enable the Contracting Officer
reasonably to ascertain whether or not the
invention concerned is a Subiject Invention.

Failure to furnish such information called for
herein shall, in any subseguent proceeding,

place on the Contractor the burden of going
forward with the evidence to establish that

such invention is not a Subject Invention. If
such invention is not then presented the in-
vention shall be deemed to be a Subject Invention.
After receipt of information furnished pursuant -
hexreto, the Contracting Officer shall not
unduly delay rendering his opinion on the matter.
In the ¢ase of a contract, the Contracting )
Officer’'s decision shall be subject to the
Disputes Clause of such contract, and in the

case of a grant, the decision shall be subiject

to appeal to the Secretary or his duly authorized
representative. The Contractor may furnisgh the-
information required under this paragraph (m) as
Contractor confidential information, which shall
be identified as such., Notwithstanding anything
in the foregeing to the contrary, the Contractor
shall not be reguired to disclose any information
to .the Contracting Officer which would violate
any pre-existing agreement with any other party
doing business with the Contractor.

vy
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8 1-9.107-5 Clauses for domestic contracts. {cont'd.}

{a) Patent Rights clause — Option in the Goverpment. (contfa-)

iy . .
' {(m}Y .Related inventions. (PROPOSED} (cont'd.)

DISPOSITION RATIONALE

SUBMITTED BY COMMENT

This paragraph reguires the Contractor to disclose See page 121.

any related inventions. Failure to disclose
places the burden of proving that such inventions
are not Subject Inventions on the Contractor. In
view of the prevalence of parallel research by
Contractors and of the recent Mines Safety Ap~
pliance and Technitrol decisions, this reguirement
is considered necessary. The Contractor, who has
all the records regarding a particular invention
in his possession; should have the relatively easy
burden of proving that a guestioned invention is
not a Subject Invention. As matters now stand,
the Government, which ordinarily has no documentation
on the matter, has the difficult task proving that
such invention in fact is a Subject Invention.

INTERIOR
{cont'd.)

/3
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& 1-2.107-5 Clauses for domestic contracts. (cont'd.)

{a)
(n)

Patent Rights clause - Option in the Government. {cont'd.)

Government license under background patents. (PROPOSED)

DISPOSITION

SUBMITTED BY COMMENT . RATIONALE
INTERIOR " After the proposed paragrapn {m), insert the Not The Executive Subcommittee has,this
following paragraph (n): adopted proposal under consideration.

{n) Government license under bacquouhd-patents.

SRR

-For use in the specific area of technology in

wnich the purpose of this contract or the work .
called for thereunder falls, and in conjunhciion
with a Subject Invention or a. Specified Work
Cbhiject, the Contractor agrees to grant to the

. Government & license in any backdround patent at

reasonable rovalties which shall give due credit
and allowance for the Government's contribution
toward the making, commercial development or
enhancement of the invention{s) covered by the
background patent. The foregoing shall not

‘preclude a royalty-free license.

This proposed paragraph recites that any rovalties
the Government is obligated for under a Contractor's
background patent for use with a Subject Invention
or specified work object shall take into account the
Government's contribution toward enhancement of the

- background patent. This, it is believed, is a

minimum reguirement. If the agency believes
greater rights are required, these should be
negotiated.

;i 2¢f
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8 1-9.107-5 Clauses for domestic contracts. (comt’d.)

{b) Patent Rights clause - Option in the Contractor, Where the agency has determined that the_proposed contract

comes within 8§ 1-9.107-4(a) (3), the Patent Rights clause set forth in (a), above, shall be included in the contract,
except that the name of the clause shall be changed to "Patent Rights - Option in the Contractor" and the paragraph
(b) of that clause shall be replaced by the following paragraph (b): ’ :

{b} Disposition of rights.

The Contractor shall have the right to acqguire the entire right, title, and interest

throughout the world in and to each subject invention of the Contractor submitted in an invention disclosure pur-
suant to (e), below, subject to the rights granted to the Government in (¢). ' The Contractor shall include with
each invention disclosure an election asz to whether a domestic. patent application will be filed by or on behalf of

the Contractor.

SUBMITTED BY

usDaA

COBSIA

COMMENT

8 1-9.107-5(b) does not apply to USDA.because
of the title requirement in the Research and
Marketing Act.

In 8 1-9,107-5(b),. line 3, after Contractor",

insert -- : paragravh {(d) of that clause shall
be deleted;-rf.

In 8 1-9.107-5(b) (b), line 1, delete [Require/
and insert -- retain --.

In 8 1-9.107-5(b){b), line 3, delete /Inelude
with-each-inventiomr disciosore/, and insert

-- within 6 months from the date the invention

is reported under (e)({l) of this ¢lause, or

such extension of time granted by the Contracting
Qfficer, notify the Contracting Officer of —--.

A realistic approach to the evaluation procedure
because most contractors cannot evaluate an in-
vention and make the disposition determination
at the time of disclosure reporting. -

DISPOSITION RATIONALE . .
(It should be noted that in a?dition
Commentary to a substitute paragraph (b) in the
Patent ngh?g claus ? 1—9.107—5(bé,
only paragraphs (j) and ?k has been added.}

Each agency will have to determine to
what extent their statutory require-
ments override the provisions of this

Rejected t . policy. .
L_ﬁ_**WSome of the provisions of paragraph (d)
are needed wi respect the  ipn~—

t he
ventloni wh%ch %ri,not %ege%te% gy the
c ragtor for filing o atent ab-

fgcatgons and whlchgare gn fact %1led

Adopted I Ey the Government. )

If the contractor has obtained an
assignment from the inventor it would
seem proper to haye him "retain"
rather than "acguire" the title.
Longer time period has been provided
for the disclosure of Subject
Inventions and this time period should
afford adequate time for the contrac-
tor's election.

Adopted
in part

e
7S
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g 1-9.107-5 cClauses for domestic contracts. {cont’*d.})

{c¢} Patent Rights clause - Deferred Determination.. Where the agency has determined that the proposed contract
comes within 8 1-9.107-4(a)(4), the Patent Rights clause set forth in (a), above, shall be included in the contract,
except that the name of the clause shall be changed to "Patent Rights - Deferred Determination™ and paragraph (b) of
that clause shall be replaced with the following paragraph (b):

(b) Disposition of rights,

{1} Determination. ‘he Government shall have the sole and exclusive power to determine the disposition of
the rights in any subject invention cf the Contractor and to determine whether or not and where a patent application
shall be filed on the invention, except as provided in (¢}, {(d), and (f), below.

{2) Request for greater rights.

{ i) The Contractor may reguest greater rights .in a subject dnvention than the license specified in (d)
and the right to file a United States patent application. The reguest shall be submitted to the Contracting Offlcer
in writing at the time &6f first disclosure of the invention pursuant to (e), below, or not later than 3 months
thereafter or such longer peiocd as may be authorized by the Contracting Officer for. good cause shown in writing.

(i1} The request in {i) shall contain a statement of the Contractor's intention and plan to bring the
invention to the point of practieal application. The Contractor shall establish, upon request, the likelihood that
the invention will be more expeditiously developed to the point of practical application under his plan than by
Govermment licensing or dedication to the public. However, if the invention falls within the criteria of 4] CFR
1-9.107-3(a), the request shall set forth information and facts tending to show that (A) the acguisition of such
greater rights is a necessary incentive to call forth private risk capital and expense to bring the invention to

“the point of practical appl;c tion or (B) the Government's contributicn to the invention was small compared to that

of the Contractor.

{3) Foreign rights. If the Government determines not to file a patent application on a subject invention of
the Contractor in any particular foreign country, the agency may authorize the Contractor to file a patent applica-
tion en such invention in such foreign country and to acquire the entire right; title, and interest therein, subject
to the license to the Government specified in {(c). '
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§ 1-9.107-5

Clauses for domestic contracts. (cont‘d.)

{c) Patent Rights clause - Deferred Determination. (cont'd.)

SUBMITTED BY

COMMENT DISPOSITION

RATTONALE

DOD

JUSTICE
(RYAN)
&
(WERTH)

tUnlike the "Patent Rights Clause - Option in the Adopted
Government,” which in paragraph (b} explicitly
provides for a contractor to agree to grant
title to a Subject Invention to the Government
unless requested greater rights are granted,

this clause is silent as to the status of the
title to a Subject Invention when greater rights
are not reguested or granted to a contractor.
Although one may infer £from 8§ 1-9.107-5(a) (i)
{6), Filing cf domestic patent applications,

that the title is assignable to the Government,
the addition of a provision in this clause
paralleling that in the "Patent Rights Clause -
Option in the Government" would provide desirable
clarification..

Regarding Deferred Determinations, 8 1-9.107- Adopted
5(c) (b) (2} (ii) should require mandatorily,

without the necessity for the agency requesting

it, that the contractor establish in his request

for greater rights, the likelihood that the

invention will be more expeditiously developed

to the point of practical application under his

plan than by Government licensing or dedication.

Line 2, 8 1-9.107-5(c)(b) (2} (ii), delete

[upon-request/ . -

/27

Revised paragraph (b} of 8 1-9.107-5(c)
provides for the Government acquiring
title whenever the contractor does not
obtain greater rights. :

In this added 8 1-9.109-6, the con-
tractor should include with his
request for greater rights his
intention to develop the invention.



& 1-9.107-5 C(Clauses for domestic contracts. '(cont'd,)

{c} Patent Rights clause - Deferred Determination. ({cont'd.}.

SUBMITTED BY COMMENT _ DISPOSITION RATIONALE

CODSIA 8 1-9.107-5(c) (v) (2) (i), line 2, delete the Rejected This time.period may be extended by
remainder of the paragraph after the word ' the Contracting Officer.

"application". Such a time limitation is
unwarranted and discriminatory against the
Contractor. No cne else will be under such

limitation.
8 1-9.107-5(c)}(b){2){ii), line 1, delete . Rejected Eeference to the p%ﬁns of the con-
- : £, ; : : cractor stem from e explanation of
/end-ptan/ to conform with Statement. changes to the 1971 Presbaaneta?
_ Memorandum. :
8 1-9.107-5(c) (b} (2Y(ii}, line 2, delete Adopted Egth%Kgr&Tﬁgg_ﬁho 1dhm%k% a fing%ng
. ;e fha - ] : ; ihog a e inven-
[estabrish/and insert therefor, brovide tion will be expedzt%ously developed
the Government with information --. by the contractor warrants the grant-
. , line 2, after : : tng 25 greatig rights and the gon—
. w ‘ ractor should on e reguired to
request,”, insert -- so as to allov the 8rov1de e ;nfqrmgtgon ugon which the
latter to determine, if such determination overnment finding may be based. (See’
is possible or feasible --. : § 1-9.109-6) '
o _ line 3, delete Adepted Editorial
/hts/ and insert -- the Contractor's --. 7
_ : line 8, after Substantially The provisions of paragraphs (C) and
"Contractor”, insert -- , or {(C) acguisition adopted (D), as suggested by CODSIA, are for

the most .part already incorporated

of T rights is not inconsistent with the . L . .
LR e 9 =4 £ Wl L into the provisions of this section.

intent of Section l{a) of the Presidential
Memorandum of August 23, 1971, or (D) that the
public interest would be served, taking into
acccount the intentions of Contractor to bring
the invention to the point of commercial

applications --.

/=8




b

$ 1-9.107-5 Clausas for domestic contracts. {cont'd.)

.{c) Patent Rights clause - Deferred Determination. (cont'd.)

__RATIONALE

SUBMITTED BY

CODSTIA
{cont'd.}

COMMENT _ _ - - e DISPOSITION

The provision as proposed is unwarranted. Sec—
tion. 1{c) of the Statement is pertinent, and

only requires "intentions of the Contractor to

bring the invemtion to the point of commercial

. applications...."” Additionally, the Contractor
‘should not be placed into making a judgment that

properly belongs with the Government.



€ 1-9.107-5 Clauses for domestic contracts: (cont{d.)

{d) License for States and municipal governments.

(1) When the agency head determines at the time of contracting that it would not be .in the public interest to
acquire a paid-up license under a subject inventionh for States and domestic municipal governments, subparagraph (1)

. of paragraph (c) ‘in the clause set forth in 8 1-9.107- 5(a) shall be replaced with the following suboaragraph-

(1) The Contractor agrees to and does herebg grant to the Government a nonexclusive, nontransferable, paid-up .
license to make, use, and sell the invention throughout the world by or on behalf of the Government of the United
States (1ncludlng any Goaernment agency).. : :

{2) When the agency head w1shes to reserve the right to make the determination after the invention has been.
identified, subparagraph (1) of paragraph {¢) in the clause set forth in 8 1-9.107-5(a) shall be replaced with the
follow1ng subparagraph. .

{1) The Contractor agrees to and does hereby grant to the Government a nonexclugive, nontransferable, paid- .
up license to.make, use, and sell the invention throughout the world by or on behalf of the Government of the United
States (including any Government agency), States, and domestic municipal governments, unless the agency head determines
after the invention has been identified that it would not be in the public interest to acqulre the license for States
and domestic munlclpal governments.

'SUBMITTED BY COMMENT _ . _DISPOSITION __ RATIONALE

COMMERCE § 1-9. 107 5(@) (1) (1), line 2, delete /ﬁhé7 and ‘Adopted - It clarifies the sentence.
: insert -- each subject ~-. - ' : - : '

5'1—9.l07~5{d)(2)(1), line 2, delete 15h§7 and Adopted - It clarifies the sentence.
insert -~ each subject -—-.
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8 1—9;107—5' Clauses for domestic contracts. (cont'd.)

-{d) License for States and municipal govermments. {cont’d.)
- SUBMITTED BY  COMMENT _ DISPOSITION RATIONALE
CODSIA 8 1-9.107-5(d) (1) (1), delete /Thg/ and insert: Adopted Tt would appear to be proger'to limit

—- Whenever the principal or exclusive rights to
an invention remain in the Contractor, the --.

8 1-9.107-5{d) (1) (1), line 3, at end of subpara- Rejected
graph,. add the following sentence: .
-—— Npthinq herein shall imply a license to the
Government under any background oxr third
party patent or be construed as affecting
the scops of any license or other right
otherwise granted to the Government undex
ang’gatent. - ) :
Any license'other than those under. subject in-
ventions should be provided for specifically.

- The proposed language could be construed to

require a Contractor to obtain, if possible,
licenses under dominating patents. to which
Contractor has no rights.

8 1-9.107-5{@) (2} (1), line 1, delete /Fne/ and

Adopted
insert: —— Whenever the principal'or exclusive :
rights to an invention remain in the
Contractor, the --.
8 1-9.107-5(d}(2) (1), at end of.subparégraph; Rejected

add the following: .

-— ¥othing herein shall imply a license to the
‘Government under any background ox third party
batent or be construed as affecting the scope

V-4

the licensé& granted to the Government
bﬁ the contractor to only those cases
where a patent application is filed
by the contractor. :

The proposed statement is meant to
overcome the AMP decision and to
overcome the possible construction

of this provision to regquire a conr-,
tractor to obtain rights in dominating
patent owned by other parties. The

Committee. is studying this matter.
‘Furthermore, it is not the intent of

this clause to require the contractor
to obtain, if possible, licenses under
dominating patents to which the con-
tractor has no rights.

It would appear to be proper to limit
the license granted to the Government

by the contractor .t on those cages
wgere a patent applgcatign is flged

by the contractor.

The proposed statement 15 meant to over-
‘come the AMP decision and t%_0vercome

e possible construction of this
provision to reguire a contractor to
obtain rights in dominating patents
owned by other parties. The Committee
is studying this matter. Furthermore,




8 1-9.107-5 Clauses for domestic contracts. fcontfd.)

(d) License for States and municipal govermments. {cont'd.)

SUBMITTED BY __ COMMENT ' — DISPOSITION . RATIONALE
CODSIA : of any.license or other riqht.otherwise ‘ : ' it is nqt the intent of this c¢lause
{cont'd.) ~ granted to the Government under any patent. -- : " to require the contractor to obtain,

if possible, licenses under dominat-
ing patents to which the contractor
has no rights. o

Any license other than those under subject in-
ventions should be provided for spscifically. The
proposed language could be construed to reguire

a Contractor to obtain, if possible, licensés under
dominating patents to which Contractor has no
rights. '

/3




8 1-9.107-5 Clauses for domestic contracts. (cont'd.)

{e) Right to sublicense foreign governments.

{1) When the agency head determines at the time of contracting that it would be in the national interest to
acguire the right to sublicense any foreign.government pursuant to any existing or future treaty or agreement, the
following subparagraph shall be included as-subparagraph (2) in paragraph {c¢) in the clause set. forth in 8 1-9, 107-
5{a} and the remalnlng subparagraphs in paragraph {c) shall be renumbered aecordlngly.

{2) The license specified in (1)} shall include the richt of the Government to sublicense any forelgn govern—
ment pursuant to any ex1st1ng or future treaty or agreement. .

(2} When the agency head wishes to reserve the right to make the determlnatlon to subllcense forelgn govern-
ments. pursuant to any eXlstlng or future treaty or agreement until after the iAvention has been identified, the
following subparagraph shall be included as subpardgraph {2} in paragraph. (c) in the clause set forth in 81-9.107-
5{a} and the remalnlng subparagraphs in paragraph (c) shall be renumbered accordlngly—

(2). The license spec1f1ed in {1} shall include the right of the uoaernment to sublicense any foreign govern- .
ment pursuant to any existing or future treaty or agreement if the agency head determines after the invention has
been identified that it would be in the national interest to acguire' this right. . N

'SUBMITTED BY  COMMENT o . . DISPOSITION __ RATIONALE

NONE
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8 1-9.107-5 Clauses for'domestic contracts. feont'd.}

(f) ZIrrevocable license to contractor. When the agency decides to grant tfhe contractor an irrévocable, non-
exclusive, royalty-freé license on a subject 1nvent10n, pazagraph {c¢} in the clause set forth in 8 1-9.107-5(a)
shall be replaced with the following paragraph {ad):

i

{d} The Government hereby grants to the Contractor an irrevocable, nonexclusive, royalty-free, license on each
subject invention for the practice of the invention throughout the United States, its territories and possessions,
Puerto Rico, and the District of Columbia. THe license shall extend to. the Contractor's existing and future '

. associated and affiliated companies, if. apy, within the corporate structure. of which the Contractor is a part
and shall be nonassignable without approval by the agency, except. to the successcr of that part of the Contractor's
business to whlch the . invention pertains.

 SUBMITTED BY __ COMMENT : . S ' DISPOSTION RATIONALE

USDA 8 .1-9.107-5(f) sets forth a clause to be included Substantially (See 8 1-9.107- 5{(g) of revzsed : i
when the contractor is granted an irrevocable, adopted gggglggégggés gggésggelggguage grovmdes :

nonexclusive, royalty-free license. It is not the %rantlng revocable, nonexclusive
. policy of the Départment to grant irrevocable ) 1censes ugog request. Alsc see added

licenses. -107

-

COMMERCE 8 1-9. 107- 5{f) delete ZE regraph~{fe}-in-the-clause Substantlally Revised language obviates this comment.
' ‘sut—forth-in-8-1=97107=5{a)-shali-be-repiaced-with adopted
- the-£fellewing-paragzaph_{d):/ and insert 7
-— gubparagraphs (3} and (4) in paraqraph {d8) of . _ o N
‘the clause set forth in 1-9,107-5(a) shall be - S _ S . .
cancelled and subparagraph. (1) shall be _
replaced . with the following subparagraph:

8 1-9.107-5(£) (@}, delete /4d}/ and insert - Substantially Revised 1anguage obviates this comment.

—- 4 - ' | ' 2dopted
INTERIOR S 1-9.107-5(8), correct spelling of "license®.  Adopted Editorial
DOT 8 1-9.107-5{f)}, correct spelling of "license". Adopted - - Editorial

/3¢



§ 1-9.107-5 Clauses for domestic contracts. (cont'd.)

-'~(f) Irrevocable license to cont;actor. - {con'd.)

RATroﬁALE

. SUBMITTED BY

'NASA

COMMENT L . o L . DISPOSITION.

The provisions of 8 1- 9 107- S(a)(d)(l) indicate: Adopted
that the Government grants the contractor a

-revocable, royalty-free license in subject

inventions ewven though the contractor has not
requested such rights. Section 1-9.107-5{f)
contains alternative provisions wherein the
contracter is granted an irrevocable license

in subject inventions. If alternative paragrauh
(£f) is used, the effect would be to remove all
utilization reporting requirements from the patent '
rights clause, even if the contractor was granted
principal or exclusive rights., Therefore, -sub-
stitution should be between 8 1-9.107-5(f) and
subparagraph (d) (1} of the patent rights clause;

'Further, the only choice presented by the FFR, Adopted

with regard to llcenses granted to contractors
on subject inventions, is that the_llcense be
granted or revoked as a part of the patent

- rights clause. The present practice of many

Government'agencies is to grant contractors
licenses in subject inventions only after
specific request is made therefor or, in the

. - case of NASA, to grant such licenses under its
licensing program. When these licenses are

granted under the NASA licensing program, re-:
vocation of the license granted to the contractor’

/38

Revised language accommodates the
comment,

Revised language of 8§ 1-9.107-5(g)
permits agencies to grant revocable
licenses upon request.




§ 1-9.107-5

Clauses for domestic contracts.. {cont'd.)

(f)  Irrevocable license to contractor. (cont'd.)

SUBMITTED BY

COMMBENT N i : __DISPOSITION

RATIONALE

MNASA
{cont'd.)

CopsIa

is pursuant to our licensing regulations rathex
than our contract clause. Wé would recommend
that agencies be permitted to omit the license
granted to contractors from the patent clause and
that the license and revocation provisions for
licenses in these situations be made a dis= .
cretionary part of the GSA licensing regulations.

8 1-9. 107‘5{f)’ line 2, delete /§q£/ and . lnsext Adapted
-- {d)} -~. {Correction.)

8 1—9.107—5(f}(d), after the words "throughout substantially
the" insert -- world including the --. (To adopted
conform with Statement.) '

8 1-9.107-5(£)(d), line 4, after the word "part" Adopted.
insert -- together with the right. to grant sub- -
licenses of the same gcope ko the extent the

Contractor was leqallv chligated to .do SO at the
time the contract was ‘awarded --.

This will permit the Contractor to comply with a
third party agreement entered into independently
of, and prior te the time of award of, the Govarn-
ment contract., Furthermore, the revision will
ccommodate those U. 5. organizations which have
foreign plants and subsidiaries which should
receive the license..

736

Revised language accommodates the-
comment.

Revised language grants contractors
license rights in ‘all countries where
the Govérmment has filed patent
applications.

See rationale to the first CODSIA
comment on page 74. .



8 1-9.107-6 Agencies subject to statutory and treaty requirements.

' Agencies subject to Specific'statutes and to'any existing and future treaty or agreement between the United Staﬁes ’
and ‘any foreign country shall individually modify the Patent Rights clauses in 81-9.107-5(a), (b), and -{c) to meet -
the regquirements of such statutes, treaty, or agreement, .

(Sec. 205(c), 63 stat. 390: 40 U.S.C. 486(c))

SUBMITTED BY

USDA

COMMENT RATIONALE _ DISPCSITION

8 1—9.107—6 would reguire the Dezpartment to modify Commenfary See 8 1-9.107—1(b) as to the effect_

- the patent clauses in Section 1-9.107-5(a), (B}, and only of statutes on these regulations.

{¢) to meet the requirements of our governing
statutes. : .
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Effective date, - This amendment is effective'

Dated:

bit may be observed earlier.

SUBMITTED BY _ COMMENT

DISPOSITION __ RATIONALE



COMMENTS® WITHOUT REFERENCE TO ‘SPECIFIC SECTIONS OF PROPOSED REGULATTIONS -

'SUBMITTED BY

COMMENT, DISPOSITION - RATIONALE
JUSTICE Generally speaking, a drawback in the proposed  Adopted New 8 1-9.109-6 provides criteria for
- {RYAN) regulation .is the breadth of its language in in part the granting of greater rights as
‘certain areas in place of the specificity and ' ' suggested by the comment. Any addi-
detail which we would expect in a regulation tional guidelines on this matter will
designed to implement, or to enable Government require }ndependent consideration by
'\ L ! . o the Committee on Government Patent
agencies to implement, the President's Statement Policy separate from the issuance of
of Government Patent Policy. For example, the . . trhis. regulation. '
requlation should define "greater rights than a
- nonexclusive license," explaining the extent of
“greater rights" in terms of character and dura-
tion and circumstances giving rise to such’ rights,.
it should be more explicit regarding triteria for
agericy deteiminations in the granting of “"greater
rights," and it should delineate the decision-
making processes more completely. Because of the
importance of these matters, the Department
presently is studying the subject of "greater
rights" in an effort to anticipate any constitutional
question which might be raised in connection with,
such rights and the manmerof their allocation,
(WERTH) - Fremthe standpoint of the Civil Division our con- Commentary This is a matter more pertinent .to

cern 1s that inventions made by contractors in only

the performance of Government research and deve-
lopment contracts may be used at’ a later date as
a basis.:for a claim against the Goverhment. This
can be avoided if the Government obtains at least
a nonexclusive license under inventions made in

the course of or under a comtract.

f3¥f

agency's administration. of contract .
patent clauses rathér than the matter
of disposition of patent rights under
consideration here. '



—

COMMENTS WITHOUT REFERENCE TO SPECIFIC SECTIONS OF PROPOSED REGULATIONS (cont'd.}

RATIONALE

SUBMITTED BY
JUSTICE

{WERTH)
{cont'd.)

VA

. Government without royalty payments because of the

COMMENT e ' ' .__DISPOST"ION _

" The problem we have often encountered is that a

contracter has difficulty separating research

and developmental work performed by him for his
commercial purposes from related work performed

for the Government. This has led many years after
the development took place to conflicts between a
Government agency and a contractor as to. whether
or not the Government is entitled to any rights .
under. an invention. BAnother source of conflict is
the existence of background rights which the con-
tractoy fails to make known to the Government., The

result is that improvements made in the performance

of a Government contract may not be usable by the

—>

existence of background rights. It is important
that the Government have knowledge of such back-
ground rights if the background rights relate to
one or more objects or purposes of the contract.
It is also important that efforts be made to avoid
confusing inventions made in the performance of a

contract with contractor-sponsored research and
development. -

We have no objections to the substance of the . cOmméntary

proposed FPR 1-9. We did find it somewhat dif-
ficult to follow, and we hope that the format
can be improved to make it more easily read.

Ao

The matter of background patent rights
is under study by the Executive
~Subcommittee.



._.‘\H——’/,-‘ .

'COMMENTS. WITHOUT REFERENCE TO SPECIFIC SECTIONS OF PROPOSED REGULATIONS. ({cont'd.)

SUBMITTED BY _ COMMENT SR . DISPOSITION,  RATIONALE
NSF ‘While we have some detailed comments, we would Adopted Revised S,l*?.}oo makes this subject
- ‘ " . like to point out our genexral philosophy that the ~of -the FPR opticnal for grants.

Foundation. makes grants for research whic¢h are in

no senss procurement norx are they covered by the
Federal Procurement Regulations. Rather, these
grants provide support for research meeting speclfled
criteria. The essence of the grant form is its
simplicity in the absence of burdensome controls:

and requirements imposed on the grantee. There-
fore, we urge that this regulation exclude grants._'
entirely and that only procurement by contract be

1ncluded
The existing Foundation practice is to normally Commentary This practice is inconsistent with
employ a deferred determination patent rights only - the Presidential Statement which

provides for the allocation of patent'

~rights.at the time of contracting in
most situations.

clause. We believe that this technigue adequately
protects the interests of the Government.

/Nowhere in the draft regulation do we find any Commentary The matter of background'patent rights
discussion of the policy or the rights which _.oomly - is under study bY the Executive Sub-
accrue to either the Government or the contractor committee. : .

insofar as bleocking and fencing of patents. His-
torically, major patents have not been uscful for’

" extended periods unless significant follow-on
patents in the same field are developed.

In conclusion, we would recommend a careful review Adopted The' regulations have been simplified
“and rewrite of the entire proposed regulation with 10 part ‘concerning nonprofit organizations.
a view toward simplifying it and minimizing the ' ' '

cross referencing. While it is possible to

understand the implications of these draft regula=

tions, in a gdetailed, overall reading, the thrust:

rsé/f
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COMMENTS WITHOUT REFERENCE TQ SPECIFIC SECTIONS OF PROPOSED REGULATIONS. (cont'd.)

SUBMITTED BY

COMMENT : : _ . | DISPOSITION

RATTONALE

NSF
" A{eont'd.)

VA
Prosthetic &
_ Sensory Aids

' still appears to be an overprotective'attitude

on the part of the Government which does not
provide encouragement to public officials to

~carry out the letter, as well as the spirit, of

the Presidential Directive. If this regulation
were couched in terms which appeared more positive

~and consistent with theée introduction, rather than

in a burdensome overcautious manner, earliet
realization of the use of patentable ideas for
the general welfare may be possible.

There are a few minor typographical errxors. . Substantially .

Underscbring'of key words or a tabulation of adopted
alternatives might simplify comparison of the

various options. Presumably there will be -

wide publicity. .in the technical press when this.
amendment is introduced, so that research con- -
tractors will be. aware of the purpose and the. .

options.
In the specific field of prosthetics, and '-bommentary
probably in many other areas of biomedical only

engineering, patents alone are relatively minor

" in accelerating or deterring the availability of

improvements. -A systematic transition procedure,
coordination -of research and operational aspects,
and systematic prosthetics education have been far
more effective in bringing research results in

- prosthetics into widespfead clinical use to
‘benefit not only disabled veterans but all disabled.

7 ¥

Revised regulations provides
scoring and tabulation.

undar-



COMMENTS WITHOUT REFERENCE TO SPECIFIC SECTIONS OF PROPOSED REGULATIONS. (cont'd.)

SUBMITTED 'BY _COMMENT _ - e DISPOSITION __RATIOVALE

DOD " We have rev1ewed ‘these proposed regulatlons and Commentary = - Each agency is expected to promulgate'
find that they follow a pattern similar cverall only © implementing regulations to this’
to the proposed ASPR implementation. However, subpart.

‘our experience indicated a need for certain speci-
fic provisiong inm the ASPR which are not contained
in the FPR and which may not be needed in imple-
mentation of the FPR by other Govermment agencies.

With respect to the Policy section of FPR 1-
9,107-3, we note that it is taken almost verbatim
from the President's policy statement, as is the
corresponding ASPR section which includes some
additional paragraphs omitted in the FPR. The -
Procedures section of FPR 1-9.107-4 is guite
broad and leaves much room for further imple-
mentation by the Departments and agencies. We
have found that congiderable implementation is
necessary in this area of the ASPR to suit the
needs of DOD, and expect that most agencies will
'further implement the FPR. :

The format of the clauses in the proposed FPR 1-
'9.107-5 differs from the proposed ASPR in prov1d1ng
a ¢lause with substituted "Disposition of Rights”
paragraphs to accommodate what we call the "Title,"
"License,” and "Deferred” situations. A "Basic
Clause" with three supplemental clauses to achieve
the same purpose is presently proposed for ASPR.
Our review of the proposed FPR 1-9,107-5 reveals
that there are many areas that are similar or
identical to clauses proposed for ASPR. The
inclosed comments are presented for c0131derat10n
for possible inclusion in the FPR.

J¥#3



COMMENTS WITHOUT REFERENCE TO‘SPECIFIC SECTIONS OF PROPOSED REGULATIONS, (cont'd.)

RATIONALE

SUBMITTED BY

DOD
{cont'd.)

RACUBO

COMMENT DISPOSITION

The proposed ASPR revision is not yet final and
it is expected that there may be some changes

to incorporate or follow some of the FPR coverage.
Any differences will be minor compared with the
degree of uniformity that can be achieved, and

~we feel that the objective of avoiding disparity

between patent rights clauses of the different
Government agencies can be substantially attained.

We have long advocated £he enlargement and ex— Adopted
tension of the FPR to serve as a more compre- ‘in paxt
hensive guide to the civil agencies and to make ' '
their procedures more consistent. Such guidance

is especially needed by the newer agencies that

‘have emerged as a result of recent legislative

and executive action.

The subject of patents has, however, recently been

' reviewed in considerable depth by both legis-
"lative and executive sources. The Commission on

Government Procurement has recently completed an
exhaustive study, and its final report to the
Congress is due within a few short moaths. In
addition, several years of effort have been

devoted to the subject of patents in colleges

and universities’'by the Ad Hoc Subcommittee

on University Patent Policy of the Federal Council
‘for Science and Technology. We are informed that
the final report of this group is expected to
‘appear shortly.

27

The regulations have been simplified
concerning nonprofit organizations.



COMMENTS WITHOUT REFERENCE TQ SPECIFIC SECTIONS OF PROPOSED-REGULATIONS.' {cont*d.)

SUBMITTED 3¥ COMMENT . ] DISPOSITION RATIONALE
NACUBO The benefit of these reports will enable the FPR  Commentary
{cont'd.) to assume a much more positive leadership stance. only

The great variety of different intentions on the
part of the several agencies makes the use of
uniform language not only difficult but compara-
tively ineffective. The forthcoming reports should
enable a quality of consistency that will provide
ample compensation for the short delay required.

It is therefore strongly recommended that FPR
coverage of the patent rights be deferred until
these reports are available.

Dot The Department of Transportation generally favors
the substance of the proposed new FPR Part 1-9
covering the disposition of patent rights under
Government research and development contracts.
Comments and recommendations have been furnished
in regard to specific provisions which could be
clarified, reconsidered or supplemented. The
following represents additional suggestions for
changes to the regulations:

1. Consider use of "Preaward Patent Rights Docu- Rejected' See rationale to DOD comment on page
mentation Checklist" comparable to the one 143.
used by DOT or DD Form 1564. ‘

/LS
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COMMENTS WITHOUT RE?ERENCE TQ SPECIFIC SECTIONS OF PRCPOSED REGULATIONS. (cont'd.)

SUBMITTED BY _ COMMENT ' : DISPOSITION _  RATIONALE

DoT 2. Consider development of a new form comparable Adopted The invention identification disclo-
{cont*d.) to DD Form 882, "Report of Inventions and Sub- in part sures and reports .section of the Patent
contractors (Pursuant to 'Patent Rights' Con- - Rights clause specifies that each
tract Clause)". The DD} Form cannot be used agency may issue a form for the sub-

with the proposed FPR revisions without modi- mission of reports.

fication. Contractors are using DD Form 882

" on non-DOD contracts and problems are resulting
from the fact that the form is not designed for
universal use. :

3. BAdd additional guideiineé or cheékpoints to Not Agencies which consider additional

; . o _ adopted guidelines necessary should include
?onSLder w@en §elect1ng patept clauses for )54 the same in implementing regulations.
incorporation into contracts.

8

" 4, Consider rearranging the proposed revision Rejected Adoptioﬁ-of the comment would require
into the following paragraphs: the drafting of regulations beyond the
1-9.100 Scope _ present;work scope of the Implementatior _
1-9.100-1  Introduction Subcommittee ' ' o
1-9.100-2 Patent Rights-Option in the Government '
1-9.100-3 Patent Rights-Option in the Contractox :
1-9.100-4 ° Patent Rights-Deferred Determination
1 9.100-5 License for State and Municipal Govern-
’ ments
1-9.100-6 Right to Sublicense Foreign Govern-
‘ments ) )
1-9.100~7 License to Contractor
1-9.100-8 Background Patents {See DOTPR

12~9.6105-~1)
1-9.100-9 Authorization and Consent (See
. DOTPR 12-9.6106) R
1~-9.100-10 . TIdemnification (See DOTPR™12-9.6107)

/;f—é.
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COMMENTS WITHOUT REFERENCE TO SPECIFIC SECTIONS OF PROPOSED REGULATIONS. (cont'd.)

SUBMITTED BY

COMMENT : __DISPOSITION

RATTIONALE

por
{cont'd.)

1-9.100-11 Agencies Subject to Treaty
Reguirements

1-9.100-12 Record of Decisions

1-9.100-13 Proposal Evaluation

1-9.100-14 Licensing and Sublicensing Provisions

Recommend expansion of the proposed revision - Rejected -
to include clauses on bacdkground rights,

authorization and consent and indemnification

similar to Sections 12-9.6105-12-9.6108 of

the Department of Transportation's Procurement
Regulation.

' See DOT Preaward Patent Rights Documentation

Checklist, (Attachment 1 at end of COMMENTS)

/“}57

Background patent rights under -study

by the Executive Subcommittee., Draft

of Authorization and Consent and
Indemnification clauses are not within
the present work scope of the Imple-
menptation Subcommittee.




AL

COMMENTS WITHOUT RE?ERENCE TO SPECIFIC SECTIONS OF PROPGSED REGULATIONS. {(cont'd.)}
SUBMITTED BY COMMENT ) . VDISPOSITION RATIONALE
HEW It is HEW's understanding that the proposed Commentary

FPR clauses are a responsSe to complaints of - only
inconsistent practices for disposition of

invention rights existing in the departments

and agencies of the Executive. HEW has long

advocated uniform principles of disposition

of inventions arising from Government R&D

contracts. However, it is HEW's opinion, the

proposed contract clauses do not accomplish that
undertaking, since there has been no change

in the guidelines for use of the clauses. It

has been the experience of the Department that

after some initial argument as to whether title

to inventions generated in performance of a

DHEW contract should reside in the contractor

or in the Department, there has been little,

if any, controversy over the language to
implement the agreed-upon disposition.
Absent such controversy, HEW sees 1ittl

-

justification for substituting the FER
clauses for the DHEW clauses now in use,
especially in light of the need to re-
educate contractors to new language.

In addition to duplicating what is already Adopted
accomplished by existing HEW clauses, the

FPR clauses carry with them other penalty

and surveillance provisions which are con-
sidered to be inimical to the character of

a7

41 CFR 1-1.004 makes the FPR's applic~
able to all agencies, except DOD, to
the extent specified in the Federal
Property and Administrative Services
Act.

Short_Form Patent Rights clauses for
use with nonprofit organizations omit
penalty and surveillance provisions.



S

COMMENTS WITHOUT REFERENCE TO SPECIFIC SECTIONS OF PROPOSED REGULATIONS. (cont'd.}

SUBMITTED BY

HEW
{cont'd.)

COMMENT - _ DISPOSITION

RATIONALE

university and nonprofit organization contractors.
If there is to be found any wvalue whatever in the
use of the uniform clause language proposed, it
is considered to be outweighed by the need to
utilize such penalty and surveillance clauses,
since they are believed toc be unnecessary under
the circumstances under which HEW dperates.

More serious than any of what is noted above is . Adopted
the fact that the proposed clauses are to apply '

to this Department's grant program. At this

time, HEW utilizes separate policies, procedures,

and clauses for the disposition of inventions

evolving from grant research. No provision has

been made in the proposed clauses for HEW's

grant patent policy. It is alsoc understcod

that the clauses do not reflect the findings of

the Ad Hoc Subcommittee on University Patent

Policy of the FCST. .

Further, it appears that the proposed clauses Commentary
were drafted for those agencies that administer only
large numbers of R&D contracts, have multiple

echelons of review and dispersal of staff, and,
accordingly, have a lesser degree of proximity

to the contractors with whom they deal. Under

such a set of circumstances, the type of detail
covered in the proposed clauses may be desirable

and even necessary. But for those agencies

having a single ¢entral patent staff, administering

a relatively small number of contracts, and thus

(4G

See rationale to the NSF comment on
page 141. '

The Patent Righté clauses have been
drafted to specify the rights and
obligations of the parties.




COMMENTS WITHOUT REFERENCE TO SPECIFIC SECTIONS OF PROPOSED

REGULATIONS .

1cont'd.f

SUBMITTED BY

COMMENT

DISPOSTTION

RATIONALE

HEW
(cont'd.)

potentially in closer contact with its con-
tractors, the proposed clauses will act to
preclude sensitive judgments on individual
fact situations.

/S
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ATTACHMENT #1

DEPARTMENT OF TRANSPORTATION _
PREAWARD PATENT RIGHTS DOCUMENTATION CHECKLIST
(COMPARABLE TO DD FORM '1564)

Tne Preaward Patent nghts Documentation Checkllst set forth below shall be used in. determxnlng the appropriate
Patent Rights clause to be incorporated in a request for pr0posals in precurements involving experlmental deve- |
lopmental or research work The" Checkllst shall be made a part of the contract flle. _

CHECKLIST

. 1. Is a principal purpose of the proposed contract, either ‘by itself or as one of a series of directly related
contracts, to create, develop: or improve an end item 1ntended for use in the c1v111an economy’l (See DOTPR 12-
9. 6102(a)(1) ) Yes_ . No

If "Yes", identify- the end item and briefly'describe its intended use in the civ{iian economy .

2. Is. a principal-pﬁrpose of the proposed coetract . either by itself; or as one of a serles of directly related
contracts to create, develop or 1mprove an end item- whlch will be- requlred for- use by the general ‘public by a Gov—
ernment regulation? Yes - No : .

If MYes" identify-the end ltem and c1te appllcable regulatlod. (See DOTPR 12 -9.6102(a) (1).

3. Isa pr1nc1pa1 parooee of the contract exploration 1nto -a fireld dlrectly concerned with public health public
safety, or public welfare (as dlstlngulshed from items predomlnantly of mllltary ooncern)’ (see DOTPR 12-9.6102(a)
(2).) Yes __ - No , : , 7 :

If “Yes“ ldentlfy such prlnc1pa1 purpose of the contract and brlefly descrlbe 1ts relatlonshlp to the publlc
" health, ox public’ safety, or ‘public welfare. : :

1 : : . - -
The contract or series of contracts need not neceasarlly requlre dellvery of the end 1tem. The end item may be a

product, a process or data. S

Examples in the-public welfare category would include weather modification or control.
/";/ .
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-2
CrIECKLIS‘I‘ (cht d. )

4. Is the contract for procurement in a -field of science or technaloLy in which there has been 11ttle szgnlflcant

”experlence oat51de of work funded by the Government7 (See DOTER 12 -9, 6102(a}(3) ) Yes ) No -

If "Yes", brlefly des"r1be such field. '

5. 1Is the coatract for procurement in a field of science or tecnnology in whlch the Government hag been the
pr:l.nclpal developer of tha £1e1a°3 {See DOTER 12-9.6102(a)(3).) Yes __ . No _

1f "Yes“, brlefly descrlbe ‘such tlela..

6. - If the answer to either 4 or § is "Yes“, would. the contractor be likely to get a preferred or dominant com-
merical position in that field if he were permltted ‘to acqulre title to inventions: made under the contract’ {See"
DOTPR 12-9. 6102(a)(3) ) Yes __ - _No . '

Explain the answer.

7. Doess the contract regquire that the contractor both (i) prov1de services for o¢peration of a Government— owned
research or production facility and (ii) perform experlmental developmental or research work at that fac111ty7
(See DOTPR 1l2-9. 6102(a)(4)(A) Yes - . No ; :

8. DOES the contract requlre the contractor to coordlnate and direct the work of others {as dlstlngulshEd from
the normal contractor-subcontractor relatloﬁshlp) which m1ght IeSult in a potentlal organizational conflict of
interest? (See DOTPR 12 9. 6102(a)(4)(B) ) Yes _ . _No_— : . -

If "Yes™, explaln briefly why such a potemtial coﬁﬁlict-of interest is considered to exist. -

(Typed Name, Office and Slgnature of Person a
: Completlng this Form}

2 The mére‘fact*thétfthE'GQvefnment has begen or is the prinéipal fuﬁdér:or,déveloper of a specific'pﬁece of hardware

‘does not necessarily make the Government the principal funder oxr developer.in a field of science or technology

which encompasses .the pilece of hardware.

7Sy
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CRECKLIST (cont'd.)

The Patent Rights-(Title)*Claﬁse, DOTPR 12-9.6102(c¢}, will

(GiVe-reasons“for.detexmiﬁationw}.j

rS3

will not . bé_used_in the solicitation.

{Typed Name and Signature of Contracting foice; '
or Representative) :



DEPARTMENT OF TRANSPORTATION

- CLAUSES FROM.DQTPR(REFERREDuTO IN DOT COMMENTS -

8 12-9.6105~1 Contxagt.clause;
BACKGROUND PATENTS'CLICENSE)

o {a) "Product" as- uged hereln means a process. machlne, ‘article of. manufacture, or composition of matter the same
as, or substantlally the game as, that worked on under the contract.
{b) "Background patent” as used herein meansg any U.S. patent, under which the Contractor has the right to llcense
‘others, and whlch covers the manufacturé, use or sale of any product.
- {c)  Wnen the Secretary determlnes. : _ :
(1) . That a product is regquired by members of the publlc in the interest of the public health safety, or
.welfare; and . B '
- {2) That neither the Contractor, nor any other person&der1v1ng_r1gnts from.hls'patentS, has_produced the
produdt at -a reasonable price,-in sufficientiquantity; and at a level of quélity to meet, public needs;

the Coutractcr shall, on wrltten,anpl:l_catmnr issue- approprlate licenses to others- uuder any Backgrouud Patent on
reasonable terms, such licenses to be restricted. to:the production, sale, and use of the product. .
(d) When the Secretary has made the determination set forth in (c) above, the .Contraétor (or those der1v1ng
‘rights from the Contractor) shall not seek -injunctive relief to enforce a Background Patent without: )
{1} Previcusly advising the General Counsel, Office of the Secretary, Department of Transportation;
(2) e6Granting the Government the right to intervene in the injunction proceeding; and . . )
(3}',Disclpsing_the commitment set out in this clause to the court from which the injunction is sought.

8 12-9.6105 'Aut&orization and consent..
(a): Under 28 UL S C. 1498 any- suit for lnfrlngement of a U.S. patent based on ‘the manufac ture or use oy'or for the - :

Unlted States of ‘an invention des¢ribed. in and.covered by a patent of the United States by a contractor or by a
subcontractor (including lower-tierx subcontractors) can be maintained only against the Government' in the Court of -

-c1a1ms and not . against. the contractox or.subcontractor,. ln.those.cases.where.the;Government hads authorized o%

Y
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DOTPR CLAUSES. {cont'd.)

consented to the manufacture or use of the patented invention, BAccordinyly., to insure that work by a contractor or
subcontracdter under a Government contract may not be enjoined by reason of patent infringemient, aanthorization and -
consent shall be given as herein provided. The liability of the Government for damages 'in any such suit against 1t
may, however, ultimately be borne by the contractor or subcontractor in accordance with ‘the terms of any patent
indemnity clause also included in the contract, and an authorization and consent clause does not detract from any
‘patent indemnification commitment by the contractor or subcontractor. Therefore, both a patent 1ndemn1ty clauge and :
an authorization and consent clause may be included.in the same contrackt.

(b} <Contracts -shall not include any provision wﬁereby the Government- expressly agrees to indemnify the contractor
against liabilty for patent infringement.

{c) An authorization and consent clause shall not be used in contracts where both complete performance and dellvery
are to be used outsrde the Unlted States, its possessions, or- Puerto Rico.

8 12-9.6106-1 Authorization and consent in contracts for supplies or services.

The contract clause set forth below may be lncluded in all contracts for supplles or services (1nc1ud1ng constructlon
or architect engineering work; except: .

{(a} Wwhen prohibited by 8§ 12-9. 6106{c); or

(b) In contracts for experlmental developmental or ‘research work in Whlch the clause of 8 12-9.6106- (2) is
requlred.

] AUTHORIZATIOV AND CONSENT

The uovernment hereby gives its’ authorlzatlon and consent (without prejudice to any rlghts of indemnification) fox
all use and manufacture, in tlie performance of this contract or any part hereof or any amendment hexeto or any )
subeontract hereunder (including any lower-tier subcontract), of any invention described in and ‘covered by a patent =
of the Uaited States (i) embodied in the structure or composition of any article the delivery of which is accepted
by the Government under this contract, or (ii) utilized in the machinery, tools, or methods the use of which nec-
essarily results from campllance by the Contractor or the using subcontractor with (a) specifications or written

- provisions now or hereafter formlng a part of this contract or (b} specific written instructions given by the

-'Contractlng Officer dlrectlng the manner of performance.. The entire liability to the Government for 1nfr1ngement

of a patent of the United States shall be determlned ‘solely by the provisions of the indemnity clauses, if any, - o
included in this.contract or any subcontract hereunder {including any lower-tier -subcontract), and the Government
assumes liability for all other 1nfr1ngement to the extent of the aunthorization and consent hereinabove granted.

e
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DOTPR CLAUSES. (cont'd.)

§12-2.6106-2 Authorization and consent in contracts for research and development.

Greater latitude in the use of patented ‘inventidhs may be necessary in a contract for experimental, developmental,
or research work than in. a contract for supplies. Unless prohibited by 8 12-9.6106(c), the clause set forth below
" shall be incliuded in~all contracts. calling exclusively for experimental, developmental, or research work, and may be
“included ir contracts calling for both- supplies and experimental, developmental, or research work where the latter
~work is a primary purpose of the contract. 1In all other contracts for both supplies and ‘experimental, developmental,
or research work, the Authorization and Consent clause of § 12-9. 6100 1 shall be used. If the clause set fortn below.
is included in a.contract, the clause in & 12-9.6106-1 shall not be included. -

AUTHORIZATION AND CONSENT

The Government hereby gives its authorization and consent for all use and manufacture of any invention described in
and caovered by a patent.of ‘the Unlted States in the performance of tliis contract or any part hereof or any amendment
hereto or any subcontract hereunder (including any lower-tier subcontxact).

. 8 12-9.6107 Patent indemnxficatlon of Government by contractor,

in order that the Government may be reimbursed for. liability for patent infringement azising out of or resulting
from. the performance of construction contracts or dontracts for supplies which normally are or have been sold or
offered for sale to the public in' the commercdial open market or which are the same- as such supplies with a relatively
minor modification thereof, a clause PIOVldlng for 1ndemn1f1cat10n of the Governmenht is to be included in such
contracts in accordance with' the instructions set forth below A patent indemnity clause shall not be used in
contracts: e ’ : )

(a) Where the Authorlzatlon and Consent clause of 8 12 -9, 6106 2 appllcable to research and’ development contracts'
‘is authorized, except that im contracts calllng also for sapplles of the klnd ‘described above a patent indemnity
clause may be used w1th respect to such supplles-
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DOTPR CLAUSES {cont'd.) -

(b} Where the. contract is for supplies which clearly are not or have not been sold or offered for sale to the .
public in the commercial open market. However, even in the foregoing instance, 2 patent indemnity clause may’be -
included where (1) in the case of contracts. to be awarded by formal -advertising. it is desired to obtain an indemnity
as to specific components or spare parts so sold or offered for sale, in which case the clause shall be modified
pursuant ‘to 8 12-9.6107-1(b); or (2) in the case of contracts to be awarded either by formal advertising or .
negotiation, a patent owner contends that the prospective procurement would infringe his patent "and the low bidder
or offeror .is willing to indemnify the Government as to such patent either (i)} without increase in price on the
basis that the patent 1s 1nva11d or not 1nfr1nged or (ii} . for other good reasons;

(c) Where both performance ‘and dellvery are to be outsrde the- Unlted States, its possession, r Puéerto cho,
. unless the contract indicates that. -the supplies are ultimately to be shipped inte the United Btates, its possessrons,
. or Puerto Rico, in whlch case, the instructions of & 12 9. 6107 1 or 8 12-9.6107-3 are appllcable, or ' :

{d) Where the contract is for an amount of $5'000 or less, except that, as a matter of administrative eonvenience,
the clause need not be deleted where it is a part. of a standard from being used for contracts of $5,000 or less,
since it is self- deletlng as to such contracts. -

8 12-9.6107-1 Patent indemnification in'formallY'adVertised contractsé—commerciai status predetermined.

{a} .Extcept as prohibited by 8 12-2.6107, the clause set forth below is- approprlate in formally advertised con
struction contracts ard shall be rncluded in’ formally advertised contracts for supplres when it has been determined
in advance of issuing the 1nv1tat10n for bids that the supplies {or such supplies apart from relatlvely minor |
modificationsto be made thereto) normally are ox have been sold or offered for sale by any suppller to the ‘public
in the commerclal open market. - .

PATENT INDEMNITY
If the amount of this contract is in excess of $5 000 the Contractor shall 1ndemn1fy the’ Government and 1ts of—-

- ficers, agents, and employees against liability, including costs, for infringement of any U.S. letters patent (ex~—
'cept letters patent issued upon an appllcatlon whlch is now or may hereafter be kept secret or otherwise wrthheld

/S
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DOTPR CLAUSES (cont'd.) _ 7 e 5

from issue by order of the Government) arising out of the manufacture or delivery of supplies or out of construction,
alteration, wmodification, or repalr of rxeal property {hereinafter referred to as "construction work") under this .
contract, or out of the use or dispesal by or for the accoant of the Govermment of such supplies or construction
work. The foregoing indemnity shall not apply unless the Contractor shall have been informed as soon as practlcable
by the Government of the sult or action alleging such infringement, and shall have. been given such opportunity as it

-,15 afforded by applicable laws, rules; or regulations to participate in the defense thereof; and further, such in- ‘
‘demnity shall not apply to: (i) An infringement resiilting from compliance with specific written lnstructlons of the

Contracting Officer directing a change in the supplies to be delivered or in the materlals or eguipment to be used, .

or directing & manner of performance of. the contract not normally used -by ‘the Contractor, (ii} an infringement re-

sulting from addition to, or change .in, such supplies. or compenments furnished or construction work performed which
addition or change was made subseguent to delivery or performance by the Contractor; or (iii) a claimed infringement
which is settled without the consent of the Contractor, unless required by final decree of a ¢ourt.of competent
jurisdiction. : ’ :

{b) Where a s&pply contract calls in part for specific compoments or. spare parts which normally are or have been.
so0ld or offered for sale by any supplier to the public in the commercial open market, or such items with relatively
minor modifications, the Patent Indemnity clause of paragraph (a) of this sect101 shall be modified by. addlng to
the end of the clause either of the following sentences:

. The foregoing shall not apply to the foliow1ng. .(Specifically'identify_the-items to-be excluded from the
Patent Indemnity ¢lause. ) , I o o
or - . :
.The_foregoingfshall apply only to the following: {Specifically identify the items to which the Patent
_Indemnity clause applies. ) ) ’ _ .

'8 12-9.6107-2 Patent indemnification in negaotiated contracts.

(a) A patent indemnify clause is not requixéd’to be included in negotiated contracts,-but may be included {1} in

‘negotiated construction coritracts, (2) as authorized inm B 12-9.6107(b)(2), and (3) in negotiated contracts .for

supplies where such supplies normally are or have been sold or offered for sale to the’ publlc in the commerC1a1 open

market, or are ‘such supplles with relatively mlnor mod1f1cat101s made thereto. Ordinarily, the contracting officer,

in consultatlon with the. contractor, . should be able to determine whether the supplies belng purchased normally are on

‘sale or have been sold or offered for sale to the publié in the commercial open. market.

e é’?’
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DOTPR CLAUSES (cont'd.)

{b) Subject to the féregcing and to the prohibitions in 8 12-9.6107, the clause set forth in & 12- 9 6017 l{a} is
approved for use 1n negotlated contracts for constructlon work or supplies.

~ {c) Where a supply contract calls in part for spec1f1c components or .spare parts which normally are or have been
sold or offered for sale to the public in the commercial open market, or such items with relatively minor modifica-
tions, the patent indemnity clause of 8 12-9.6107- l(a) .shall be modlfled by .adding to the end of the clause elther
of the following sentences:

The foregoing shall not apply to the following:. (Specifically identify the items to be excluded from
the Patent Indemnlty clause Y o . - _ - . S

ox - . e .
The foreg01ng shall apply only to the follow1ng. {(Specifically identify the items to which the Patent
- Indemnity clause applies.) e : -

8 12-9.6107-3 Waiver of indemnity by the Government.

In the event that it is desired -to ekempt one or'more specified U.S. patents from the patent indemmity ciause of .
B 12-9.6107-1, authority shall firbe be obtained from the head -of the agency and the follow1ng clause shall be.
included in the contract, in addition to the patent 1ndemn1ty clause . : : .

WAIVER OF INDEMNITY

Any provision of this contract to the contrary notwithstanding, the Government hereby authorizes and consents to
“the use and manufacture, solely in the performance of this contract, of any invention covered by the U.S. patents -
‘identified and listed below, and waives 1ndemn1flcat10n by. the Contractor with resbect to such patents. (Iden-
tlfy the patents by number or by other means if more approprlate ) .

‘s 12—9.6108 Notice and assistance.’

Tne Government. should be notlfled by the contracter of all claims of infringement in connection w1th the performance
of a Government contract which come to the contractor's attention. The contractor should alsp assist the Government,
to the extent of evidence and information in the possession of the coqtractor, in connectlon with any -suit agalnst

/$7 . o
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DOTPR CLAUSES (cont'd.)

or any claims ageihst the Government madeebefore suit has been instituted, on acdount of any alleged-..

the Government,
Accordingly.

patent or copyright infringement arising out of or resulting from the performance of the contract.
the clause set forth in FPR 1-7.101-13 shall be included in all contracts .in excess of $10,000 -for supplies, con-
struction, or experimental, developmental, or research work: Provided; That the c¢lause shall not be included in
contracts: ' o ' ' :
(a) where both performance and delivery are to be outside the United States, its possessions, or Puerto Rico,
unless the contract indicates that the squlles are ultlmately to:be shipped into-the United States,

or Puerto Rico; orx

except that as a matter pf'admihisérative convenience, the clause need not be deleted

(b} .0f $10,030 or less,
since . it iz self- -deleting.

when it is a part of a standard form being used for such contracts,

its possessions,.
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ATTACHMENT NO. 2

DEPARTHENT' OF HEALTH, EDUCATION"; LND WELFARE.
| | .PROCUREMENT |
3=-7 ~=C0ntracticiauses
Suﬁpa;t,3—7;52- Patent,Rigth
8:3—7}5205 VSche' . _ |
8 3-7.5201" Patent Rights
8"3'—»7'.-5'206.. Scoée-

This subpart containsg a provxsxon which may he added to any research contract as. subparagraph {g) of clause 20

"Patent Rights, of General Provisions HEW-313, 314, 315 and.316~ when requested by a prospective contractor.

§ 3=7.5201 Patent. Rights

The quernment“Sﬁall grant the Contractor a nonexclusive and royalty-free license to;practice;thrdughout'the world "
any such inventien, provided that the Contractor requests such a license in writing not -later than one year after
termination of this contract. .Such license shall extend to the Contractor and its existing and future associated

-companles, if any, within the corporate structure of which the Contractor is a part and shall be assignable to the

successor of that part of the Contractor'!s business to which such invention pertains. Such license may be revoked
at any time after three years from the date of the U.S. Patent issued on the invention upon a finding by the
Assistant Secretary (Health and Scientific Affairs) that the licensee -has not taken effective steps to bring the
invention to the p01nt of practical appllcatlon, and further, that such revocation ig necessary to more effectlvely

| sarve the publlc 1nte:est and is otherwise reasonable under the- c1rcumstances.
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AT

UNITED STATES OF A‘ME’R&CA.
GENERAL SERVICES ADMINISTRATION

 Federal Supply Servzce
Washington, DC 20406

May 9, 1972

Dear Sir:

Enclosed for your review and comment is a proposed.amendment of the .

‘Federal:Procurement Regulations {FPR) regarding the dispositidn of
patent rights under Government research and development contracts.

At our request, the proposal was developed by the Implementation
Subcommittee of the FCST Committee on Government Patent Policy and
was forwarded to us for coordination with Government agencies and in-

dustry by the Executive Subcommittee of the Commitiee.

Comments received will be reviewed by the Implernentation Subcom-
mittee which will recommend revisions of the proposal that it considers
desirable and appropriate. Subsequently, a revised proposal will be
reviewed by the Executive Subcommittee-and the full Committee prior
to issuance in the FPR.

Your views on this proposal, in duplicate, by July 7, 1972, will be

“appreciated., Questions should be direc¢ted to Mr. O. A. Neumann,

Executive Secretary, FCST, Committee on Government Patent Policy.
{Telephone: 557-2190).

| Smcerely s

(s, S 62«.4?

- PHILIP G READ

Director, Federal Procurement
Regulations Division

~ Enclosure

Keep Freedom in Your Future With U.S. Savings Bonds




"TITLE 41 - PUBLIC CON-TRACTS AN.D P.ROP-ERTY'MANAGEM'EN-T
CHAPTER 1 - FEDERAL PROCUREMENT REGULATIONS
 DISPOSITION OF PATENT RIGHTS

‘This amendment of the FederaI.Procurement Regulations pfescribes
policies,. proce.dures, and appropriate contract clauses éoncarning the
d15positior} of rights in inventiens, which ena_ble the Government agencies
to implement the President’'s Statement of Government Patent Policy
(36 F.RJ 16887, August 26, 1971).

The table of parts is revised to add .the -f_-oll-o{ving- entry:
1-9 Patents, Da£é., and -Copyrights.

Part 1-9 is added which reads as follows:

PART 1-9 - PATENTS, DATA, AND COPYRIGHTS

§ 1-9.000 Scope of part.

SUBPART 1-9.1 - PATENTS

Sec.

1-9.100 Scope of subpart.

1-9.101 [Reserved]

1-9.102 [Reserved]

1-9.103 *  [Reserved]

1-9.104 [Reserved]

1-9.105 . [Reserved]

1-9.106 [Reserved]

1-9.107 Patent rights under contracts for research and development.
1-9.107-1 Introduction.

1-9.107-2 [Reserved]

1-9.107-3  Policy.

1-9.107-4 - Procedures.

1-9.107-5 Clauses for domestic contracts.
1-9

.107-6 . Agencies subject to statutory and treaty requirements.
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§ 1-9;1_01' [Reserved]
7:_§' 1-9.102 '[Re.served] -
§1-9.103 {Regerved]

§ 1-9_..104- [Reserved]
§ 1-5.105_ [Reserveci]
§1-9.106  [Reserved]

ST

o

~ PART 1-9_'-' PATENTS, DATA, AND copyéréHTs
- SUBPART 1-9.1 - PATENTS
§1-9.100 5c§pe'of subpart. |
This :sub.pa.rt sets fcrth policieé , procedures, and contract clauses with _
respect to inventions made in the course of ‘or under a contract, agréemen—t:, '

grant, or other arrangement or subcontract entered into with or for the

benefit of the Government where a purpose is the conduf:t of experimental,

developmental, or research work.

§ 1~9.10.?_ Patent rights under contracté for research and development.
§ 1-9.107-1 Introduction.

On August 23, 1971, the Piesi&ent promulgated a Statement of Gév_ern_ment
Patent Policj-r (36 F.R. 16887, August 26, 1971) applicable, subject to

statutory requirements, to all executive departments and agencies which

‘comprises a revision of a prior Statement of Policy (28 F.R. 10943,

October 12, 1963). Essentially, the goals of this Statement of Government
Patent Policy are to provide criteria for determining the disposition of rights
in inventions resulting from federally sponsored research and to promote the

sxpeditious déveloPment of such inventions to the point of practical application

2
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TITLE 41 - PUBLIC CONTRACTS AND PROPERTY MANAGEMENT
© CHAPTER 1 - FEDERAL PROCUREMENT REGULATIONS
DISPOSITION OF PATENT RICGHTS

 This amendment of the Federal Procurement Regulations pfescribes

policies, procedures, and appropriate contract clauses concerning the

disposition of rights in invéntions, which enable. the Government agencies
to implexﬁen’c the President's Statement of_Govérhment Patent Policy
(36 F.R. 16887, August 26, 1971).

.The table of parts is reifis'ec.i to. add the following entry:
1-9 Patents, Data, and Copyrights.

Part 1.—9 is added which r’ead.s as follows:

PART 1-9 - f"A'I‘EN'I‘S, DATA, AND:COPYRIGHTS

§ 1-9.000 Scope of part. |

SUBPART 1-9.1 - PATENTS

Sec

1-9,100 Scope of subpart.
1-9.101 [Reserved]
1-9.102 [Reserved] .
1-9.103 . [Reserved]
1-9.104 [Reserved] -

1-9.105 [Reserved]

'1-9.106 [Reserved] |
1-9.107 Patent rights under contracts for research and development.
1-9.107-1  Introduction..
1-9.107-2 [Reserved]
1-9.107-3 Policy.
1-9.107-4 Procedures.
1-9.107-5 - Clauses for domestic contracts.
1-9.107-6 Agencies subject to statutory and treaty requirements’,
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' PART 1-9 - PATENTS, DATA, AND COPYRIGHTS

. B . SUBPART 1-9.1 - PATENTS

5 1.—9.100. Scope of subpart.

T.his subpart sets forth pdlicies, procedures, and contract clauses with
respect. to inventions'made in the course of or undex; a co—nt.ract, agreement,
grant, or other arrangement or subcontract entered into with or for the

'benefit of the Government where a purpose is _the conduct o.é experimental,

developmental, or research work.

§ 1-9.101 [Reserved]
§ 1-9.102  [Reserved] -
'_§_1-9.103 fReserved]
§ 1-9.104 [Reserved]
§ 1-9.105  [Reserved]
§ 1-9.106 [Reserved] |

§ 1—9.1Q7- Patent rights under c.ont'racts for research and development.
§ 1-9.107-1 Introductién.

On August 23, 1971, the .President promulgated a Statement of Gox.rernment
Patent Pdli;:y (36 F.R, 16887, August 26, 1971) applicable, subject to
statutory requirements, to all executive departments and agencies which"
comprises a revision of a prior.S’lcatement of Policf (28 F.R. 10943,

October 12, 1963). Es senti_ally, the goals of this Statement of Government

Patent Policy are to prov'ide criteria for determining the disposition of rights

in inventions resu-lting from federally sponsored research and to promote the

. expeditious development of such inventions to the point of practical application
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so that the public can benefit from eaﬁy civilian use of 'the inventions.
Within presc_ribéd 1imits,.the policy now gives a'gency heads greater latitude
to grant such additional fights to Gove;nr‘nent-.sponsored invenﬂons, és are
de_erhed necessary to encourag.e' commercial use of the. inventions.
§ 1-9.107-2 '[R._eserved]
§ 1-9.107-3 .'P(.alic.y_.-

{a) The G0vernm§nt sba.'_l_l nérmally acquire of reserve the right to acquire
the principal or exclusive _-right.s through'ouf the world in and to aﬁy inventions.
made in the coursé of or under a contract where: .

(1). A principal purpose of the contract is to create, develop, or im-

prove products, processes, or methods which are intended for commercial

use .(or whith are otherwise intended to be made available for use} by the

general public at home or abroad , or which will be required for such use

by gove.rnmental regulations; or

(2) A principal purpose of the contract is for exploration into fields
which directly concern the public health, safety, or public welfare; or

_ (.3) +*The contract i_s. in a field of science or technology in which there

has been little significant experience outside of work funded by the Govern-

ment, or where the Government has been the principal developer of the field,

.- and the acquisition of exclusive rights at the time of contracting might confer

on the contractor a preferred or dominant position; or

(4) The services of the contractor are:

{i) For the operation of a Government-owned research or produc-

| tion facility; or




(ii) For coordinating and .directing the work of others.

‘1In exceptional circumstances the contractor may acquire greater rights

than a nonexclusive license at the time of contracting where the head of the
department or agency certifies that such action will best serve the public
interest. ‘Greater rights may also be aéqui.red by the contractor after the

invention has been identified where the head of the department or agency -

determines that the acquisition of such greater rights is consistent with the

intent of this paragraph (a) and is either a necéssary incentive to call fqrth
private risk capital and expense to bring the invention to the point of practical
application or that the Gov.erﬁment.?s contribution to the invention is small
cox;npared to that of the contractor. Where an identified invention made in
the c‘ourée of or under the contract is not a pr'ir'nary object of the contract,
greater rights may also be acquired by the contractor under the criteria of
(c), below.

(b} In other situations wh_ere.the purpose of the contract is to build upon
existing knowledge or technology to develop information, _products , pro-

cesses, or methods for use by the Governrrient, and the work called for by

the contract is in a field of technology in which the contractor has acquired

technical competence (demonstrated by factors such as know-how, experience,
and patent position) directly related to an area in which the contractor has

an established nongovernmental commercial position, the contractor shall

| normaily acquire the principal or exclusive rights throughout the world in

and to any resulting inventions.
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{c) Where'th.e commercial interests of the contractor ‘are'.not sufficiently

established to be covered by the criteria specified in (b), above, the deter-

‘_minati‘_on of rights shall be made by the agency after the invention has been

identified, in a manner deemed: most likely to serve the public interest.as ‘
'express.ed' .in this policy, taking particularly into account the intentions of
the c;,ont'ractor to bring tﬁe .invent'ion to a point of 60rﬁmercia1 applicétion
and the guidelines of (a), above, provided that the agency may presc ribe
by regulation special situations where the public interest in the availability

of the inventions would best be served by permitting the contractor to acquire

.. at the time’ of contracting greater rights than a nonexclusive license.

(d) In the situations specified in (a) and (b), above, when two dr_ more

‘potential contractors are judged to have presented proposals of equivalent

merit, willingness to grant the Government principal or exclusive rights

in resulting inventions will be an additional factor in the evaluation of the
proposals;

(e) When_eve_r tﬁe principal or exclusive rights in an invention remain
in the contractor, the Government shall norrﬁall’y acquire:

{1) '. At least a no_nexclus.iv.e, nontransferable, paid-up license to make,
use, and sell the invention throughout the world by or on behalf of the
Government of the United States (including any Government agency) and
States #nd dome-stic.munici.pal governments, unless the agency head deter-
mines that it would not be in the public interestto acquire the license for

the States and domestic mﬁnicipal.governments; and
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(2) The right to subliceﬁse a.n'f foreign.gov_ernment purﬂsuant to any
existing or future treaty or agreement if the 'age.ncy head determines 1t
u}oul-d Be in the national 'Lnteres.t to #cci'uire this right; and
(3) The principal or exclusive rights to the invention in any country
in which the contractor does not elect to secure a patent.
{£) - Whenever t.he principal or exclusive rights in .‘an invention are acquired

by the Government, there may be reserved to the contractor a revocable or

irrevocable,nonexclusive,royalty-free license for the practice of the inven-

tion throughout the world; an agency may reserve the right to revoke such

license so that it might grant an exclusive license when it determines that -

some degree of exclusivity .-ma.y be necessary to encourage further develop-

. ment and commercialization of the invention. Where the Government has a

right to acquire the principal or exclusive rights to an invention and does not

elect to secure a patent in a foreign country, the Government may permit

‘the contractor to acquire such rights in any foreign country in which he

elects to secure a patent, subject to the Government's rights set forth in

" (&), above.

§ 1.9,107-4 Procedures.

(a) Selection of patent rights clause.

(1) Whenever a contract has as a purpose the conduct of experimental,
developmental, or reseafc_h work, the agency shall apply the policy in

§1-9.107-3 to the contracting situation and shall include in the contract the

“patent rights clause in § 1-9.107-5(a), {b), or (c), as appropriate.
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(2.).' ’i‘he cl.ause in § 1-?.10_7-_5(&1) provides the Govérnmeﬁt with .the
right to acquire title in and to any invention made in the ,c-burse, of o-r.-‘.undcr_
the contract, subject to the Ire‘servation to the contractor of a nonexclusive,
revocable, royalty-free license; however, the agency may permit the contrac-
tor to obtain greater right.é thaﬁ a nonexclusive license after an'. invention

has been identified if certain criteria are met. The agency shall include

" this clause in a contract whenever it determines that the work to be performed

under the contract falls within § 1-9.107-3(a).. In exceptional circumstances
this clause may be modified to provide the contractor with greater rights.
than a nonexciusive license when the agency heaci determines that such
action will best serve the pﬁblic interest.

(3) Whenever fhe agency determinegs that fhe work to be I.Serformed
under the contract comes within § i—9.107-3(b), it shall include in the con-
tract the clause in § 1—9'.-10;2‘~5(b-). This clause iaro-v_ides the cohtractor

with the right to acquire title to any resulting invention and for the Govern-

- ment to acquire a 'paid-up license and the additional right to grant sublicenses.

(4). The clause in § 1-9.107-5(c) provides that the determination of
rights in any invention made in the course of or under the contract shall be
made by thé agency after fhe invention has been identified. The agency shall
include this clause in the contract whenever it determines that the work to

be perfof:med under the contract comes within § 1-9.107-3(c), provided,

however, that the agency rﬁay prescribe by regulation special situations where

the public interest in the availability of inventions resulting from such work
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would best be served by permitting the contractor to acquire at the time -
of contracting greater rights than a nonexclusive license.

(b) Record of decisions. The agency shall record the basis of its deci-

3

sion whenever it determines that a contract falls within § 1-9.107-3(a), (1),

or {c). The agency shall also record the basis of its decision when it deter-

mines that exceptional circurmnstances are present in a contracting situation
or that the contractor shall acquire greater rights than a nonesxclusive
license pursuant to § 1-9.107-3(a) er (c).

(c} License for States and municipal governments. Subparagraph (c)(1)

in the clause set forth in § 1-9. 107;5(3.) provides that the Government shall

acquire a paid-up license for States and domestic municipal governments for

any invention made in the course of or under the contract. However, the

agency head may determine at the time of contracting that it would not be in
the public interest to acquire the license, or he may reserve the right to

make such determination after the invention has been identified. When the

~agency head makes or reserves the right to make this determination, sub-

paragraph (c)(1) shall be replaced with the appropriate subparagraph in
§ 1-9.107-5(d).

{d) Right to sublicense foreign governments. Paragraph (c) of the clause

set forthin § 1-9.107-5(a) doeé not provide the Government with the right to
grant a sublicense for any invéhtion, made in the course of or under the con-
tract, to any foreign government pursuant to any existing or future treaty or
agreement. The agency head may determine at the t;lme of contracting that

it would be in the national interest for the Government to acquire such right,




or he may reserve the right to make such determination after the invention
has been identified. When the agency head makes or reserves the right to
make this determination, the appropriate subparagraph in §1-9,107-5(e) shall

be included as part of paragraph (c) in the clause set forth in § 1-9.107-5(a).

te) License to co.ntracto.r._ In paragraph (d) in the clause set forth in
§1-9.107-5(a), the contractér is granted a revocable, nonexclusive, royalty--
free license on each invention, Vmade in.the éour;s_e' of or under the contract,
for praétice of the invention in this country. The agency may, however,
grant thé contractor .a,n irr.evoca.ble. nonexclusive, royalty-free domestic
l.i.c'ense. When the agency decides to grant. suchflicense, paragraﬁh (d) of
§ 17-9;107-5(a) shall be r.epla.ced with paragraph (d) of § l—é.lb7-5(f).
§ 1-9.107-5 Clauses for domestic contracts.

() ‘Patent Rights clause - Option in the Government. This clause shall

be included in all contracts that fall within § 1-9.107-4(a)(2).

PATENT RIGHTS - OPTICN IN THE GOVERNMENT
(a) Definitions.

(1) "Subject invention, " means any invention or discovery conceived
or first actually reduced to practice in the course of or under this contract,
and includés any art. method, process, machine, manufacture, design, or
composition of matter, or any new and useful improvement thereof, or any
variety of plant, which is or may be patentable under the Patent Laws of the
United States of America or any foreign country.

(2) "Contract,' means any contract, agreement, grant, or other
arrangement, or subcontract entered into with or for the benefit of the
Government where a purpose of the contract is the conduct of experi-
mental, developmental, or research work. '

(3) "Made,'" when used in relation to any invention or discovery,
means the conception or first actual reduction to practice of such inven-
tion in the course of or under the contract.




{(4) "States," means the States of the United States, the District of
Columbia, Puerto Rico, the Virgin Islands, American Samoa, Guam, ‘and
the Trust Territory of the Pacific Islands. '

(5) "Government agency,' includes an executive department, inde-
pendent commission, board, office, agency, admirnistration, authority,
Government corporation, or other Government establishment of the excc-
utive branch of the Government of the United States of America.

(6} "To the point of practical application, " means to manufacture in
the case of a composition or product, to practice in the case of a process,
or to operate in the case of a machine and under such conditions as to estab-
lish that the invention is being worked and that its benefits are reasonably
accessible to the public.

(b). Disposition of rights.

(1) Assignment to the Government, The Contractor agrees to grant
to the Government the entire right, title, and interest throughout the world
in and to each subject invention of the Contractor, except as provided in
(b)(2), (b)(3), and (f), below.

{2) Request for greater rights .

‘(i) The Contractor may request greater rights in a subject inven-
tion than the license specified in (d), below, and the right to file a United
States patent application. The request shall be submitted in writing at the
time of first disclosure of the invention pursuant to (e), below, or not later
than 3 months thereafter or such longer period as may be authorized by the
Contracting Officer for good cause shown in writing.

(ii) If the invention is a primary object of this contract ox if the
invention is not a primary object but falls within the criteria of 41 CFR
1-9. 107-3(a), the request in (i), above, shall set forth information and
facts tending to show that:

(A) The acquisition of such greater rights is a necessary
incentive to call forth private risk capital and expense to bring the inven-

tion to the point of practical application; or

(B) The Government's contribution to the invention was. small
compared to that of the Contractor. '

10

Vi



f“.

- {ili) If the 1nvent10n is not a primary object o.f this contract and -
does not fall within the criteria of 41 CFR 1- 9.107-3(a), the request in
(i), above, shall contain a statement of the Contractor's intention and plan
to bring the invention to the point of practical application. The Contractor
shall establish, upon request, the likelihood that the invention will be more
expeditiously developed to the point of practical application under his plan

. than by Government licensing or dedication to the public.

{3} Foreign rights. If the.Goverﬁment determines not to file a patent

" application on a subject invention of the Contractor in any particular foreign

country, the agency rnay authorize the Contractor.to file a patent application
on such invention in such foreign country and to acquire the entire right,

title, and interest therem, subject to the license to the Government spem—
fied in (c), below,

{c} Minimum rights granted to the Government,

{1} The Contractor agrees to and does hereby grant to the Government
a nonexclusive, nontransferable, paid-up license to make, use, and sell the
invention throughout the world by or on behalf of the Government of the
United States (including any Government agency) and States and domestic
munlclpal governments . :

(2) With respect to each subject invention to which the Contractor has
principal or exclusive rights, the Contractor further agrees to grant, upon
request of the Government, an exclusive or nonexclusive license on terms
that are reasonable under the circumstances to responsible applicants.

{i} Unless the Contractor, his licensee, or his assignee demon-
strates to the Government, at its request, that effective steps have been
taken within 3 years after a patent issues on such invention to bring the
invention to the point of practical application or that the invention has been
made available for licensing rovalty-free or on terms that are reasonable
in the circumstances, or can show cause why the principal or exclusive
rights should be retained for a further period of time; or

(ii) To the extent that the invention is required for public use by
governmental regulations or as may be necessary to fulfill public health,
safety, or welfare needs, or for other public purposes stipulated in the
contract. '

(d) Minimum rights to the Contractor.
(1) The Government hereby granﬁs to the Contractor a revocable,

nonexclusive,royalty-free license on each subject invention for the practice
of the invention throughout the United States, its territories and possessions,
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/'\ Puerto Rlco and the District of Colun1b1a The license shall extend to the

Contractor's existing and future associated and affiliated companies, if any,
within the cor porate structurce of which the Contractor is a part and shall be
nonassignable without approval by the agency, except to the successor of
that part of the Contractor's business to which the invention pertains.

(2) With respect to each subject invention licensed pursuant to (1),

~ the Contractor shall furnish written 1eportn to the agency, upon request,

as to:

{1} The steps taken by the Contractor to brmg the invention to the
point of practical aophcation or :

(11) The manner and extent o which he is practicing the ihvenﬁdn.
(3) The license may"Be revoked by the agency if the Contractor:
(i) Defaults in :makihg_ any report-required by (2); or

(ii) Willfully makes a false statement of a material fact or willfully
omits a material fact in any report required by {(2).

(4) The license may also be revoked by the.ag-enéy if there is no other. -

nonexclusive license in force and the Contractor:

(i} Fails to bring the invention to the p_oiht of p-ractical. application

within 1 year after the invention has been published by the Government as

available for nonexclusive licensing or within 6 months after a patent has

been issued on the invention, whichever is earlier, or subject to the

approval of the agency, within a longer period; or

(ii) .Brings the invention to the point of practical application within
the perlod spem[led in (i) but fails to continue to practice the invention.

(5) After termination of the period specified in 4(i), the agency may.
restrict the license granted to the Contractor to the fields of use and the

- geographic areas in which the Contractor is practicing the invention.

{6) Before revoking or restricting the license pursuant to (3), (4), or
(5), the agency shall furnish the Contractor written notice of its intention to
restrict or revoke the license and the Contractor shall be allowed 30 days
after such notice to furnish the report required by (2) or to show cause why
the license should not be restricted or revoked. The decision of the officexr
authorized to act for the agency in this matter shall be final, provided the

-~ Contractor shall have the right to obtain review of the decision by the agency

T A . -
I head in accordance with agency procedure.
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" {e) Invention disclosures and reports. For cach sub_}ect invention of thc
Contractor, thc Contractor shall furnish the Contractmg O.Eflcer

(1) A complete technical disclosure, promptly alfter co.ncep‘ti:oﬁ or first
actual reduction to practice, whichever occurs first under the contract {such
disclosure shall iden®ify the contract and inventor and be sufficiently complete
in technical detail to convey to one skilled in the art to which the invention
pertains a clear understanding of the nature, purpose, operation, and to the
extent known the physical, chemical, biological, or electrical characteristics

- of the invention);

(2) Interim reports at least every 12 months from the date of the con-
tract, each report listing all such inventions made under the contract and
not listed on a prior interim report, or certifying that there are no reportable
inventions; and

{3) A final report, prior to final settlement of this contract, listing all
such inventions including all those previously listed in interim reports or

- certtfylng that’ there were no reportable inventions.

/M\'-‘to compliance by the Contractor with the requirements of this clause.

{£) Forfeiture of rights in unreported subject inventions,

(1) The Contractor shall forfeit to the Government all rights in any
subject invention which he fails to report to the agency at or prior to the time
he (i) files or causes to be filed a United States or foreign application thereon;
or (ii) submits the next interim report required by (e){3), whichever is later,
provided that the Contractor shall not forfeit rights in a subject invention if
(A) contending that the invention is not a subject invention, he nevertheless
reports the invention and all facts pertinent to his contention to the Contract-
ing Officer prior to taking the actions specified in {1) or (2), above; or (B)
he establishes that the failure to report was due ent1re1y to causes beyond
his fault or negligence.

{2) P?endi'ng written assignment of such forfeited subject invention and
the paterﬂ: applications and patents pertaining thereto, the Contractor shall be
deemed to hold the invention, and the patent applications and patents per-
taining thereto, in trust for the Government. The forfeiture provision under
this paragraph shall be in addition to and shall not supersede other rights
and remedies which the Government may have with respect to subject inventions.

(g) Examination of records relating to inventions. The Contracting Officer
or his authorized representative shall, until the expiration of 3 years after
final payment under this contract, have the right to examine any books,
records, documents, and other supporting data of the Contractor which the
Contracting Officer or his authorized representative shall reasonably deem
directly pertinent to the discovery or identification of subject inventions or
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. (h) Right to disclose subject inventions. The Government may duplicate
f nd disclose reports and disclosures of subject inventions required to be
furnished by the Contractor or a subcountractor pursuant to this clause.

{i) - Filing of domestic patent applications,

(1} With respect to each subject invention on which the Contractor has
the right to file a domestic patent application pursuant to paragraph (b), above,
the Contractor shall file or cause to be filed such application within 6 months
after submission of the disclosure, or such longer period as may be autho-
rized by the Contracting Officer for good cause shown in writing. Further
with respect to such inventions, the Contractor shall promptly notify the Con-
tracting Officer of any decision not to file an application. If the Contractor
fails to file or cause to be filed an application within the prescribed period,
the Contracting Officer may initiate action to protect the Government's interest.

{2} Within 2 months after such filing or within 2 months of the first
written disclosure of such invention if a patent application previously has
been filed, the Contractor shall deliver to the agency a duly executed license
fully confirmatory-of all rights to' which the Government is entifled under
this clause and, upon request, a copy of the application as filed.

L (3) The following statement shall be included within the first paragraph
nf the specification of any patent application filed and any patent issued on a
subject invention: '"The Government has reserved rights in this invention,
which was made in the course of or under Contract No.

{(or Grant No. ) awarded by (identify the agency)."

(4) For each subject invention on which a patent application is filed by
or on behalf of the Contractor, the Contractor shall provide to the Contract-
ing Officer, within 2 months aiter a patent issues on the application, the number
of the patent. In addition, he shall furnish the agency upon request:

(i} An irrevocable power of attorney to inspect and make copies of
“each United States patent application filed by or on behalf of the Contractor
covering any such invention; and :

(ii} Written reports at reasonable intervals, prior to and after
final seftlement, as to: ' '

(A} The commercial use that is being made or is intended
to be made of such invention; and '

{B) The steps taken by the Contractor to bring the invention
__ to the point of practical application, or to make the invention available for
“Jicensing.
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{5) If an application has been filed, the Contractor shall notify the".
agency, not less than 30 days before the expiration of the response period
for any action required by the Patent Office, of any decision not to con-
tinue prosecution of such application.

(6} For each reported subject invention on which the Contractor does
not file a matent application or discontinues prosecution of an application,
the Contractor shall convey to the Government, upon request, the Contrac-
tor's entire right, title, and interest in such invention by delivering to the
Contracting Officer-such duly executed instruments (prepared by the Govern-
ment) and such other papers as are deemed necessary to vest in the Govern-
ment the entire right, title, and interest and to enable the Government to
apply for and prosecute patent applications covering such invention throughout
the world. The conveyance to the Government shall be subject to the reser-

~vation of the license to the Contractor specified in (d), above.

(7) For each reported subject invention on which the Contractor does
not file a patent application the Contractor shall inform the agency promptly
in writing of the date and identity of any sale, public use, or publication of
such invention made by or known to the Contractor, or any contemplated
action of this nature.

() Filing of foreign patent applications.

(1) When the Contractor acquires, pursuarit to this clause, the right
to file a patent application on a subject invention in any foreign country, he

shall file such application in accordance with applicable statutes and regu-

lations and within:

(i) Nine months from the date of a corresponding United States
application filed by or on behalf of the Contractor;

(ii) Bix months from the date permxssxon is granted to the Con-
tractor to file foreign applications;

(iii) Six months from the date the invention is submitted in an
invention disclosure pursuant to (e}, above; or

(iv) Such longer period as may be approved by the Contracting
Officer. '

(2) The Contractor shall notify the agency promptly of each foreign

application filed and, upon written request of the agency, shall furnish an
' English translation of such foreign application without additional compensation.

15
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{3) The Contractor shall convey to the Government, upon reguest, :
the entire right, title, and interest in and to each such subject invention
in each foreign country in which an application has not been filed by the
Contractor within the time specified in (1) by delivering to the Contracting
Officer duly executed instruments prepared by the Government. The con-

veyance to the Government shall be subject to the reservation of a nonexclu-

sive and royalty-free license to the Contractor and his existing and future
associated companies, if any, within the corporate structure of which the
Contractor is a part and shall be nonassignable, without approval of the
agency, except to the successor of that part of the Contractor's business
to whith the invention pertains. '

(k) Withholding of paymént.

(1) Final payment under this contract shall not be made before the
Contractor delivers to the Contracting Officer the final report required
by (e)(3}; above, all written invention disclosures required by (e)(1),
and all information as to subcontracts required by (1){4).

{2) U at any time before final payment under this contract the Contrac-
tor fails to deliver an interim report required by (e}(3) or an invention
disclosure required by (e)(1), the agency shall withhold from payment

$50,000, or 5 percent, of the amount of this contract whichever is less (or

whatever lesser sum is available if payments have exceeded 95 percent of

~ the amount of this contract) until the Contractor corrects all such failures..

If the Contractor is a nonprofit organization, the amount that may be with-
held shall not exceed 1 percent of the amount of the contract or $50,000,
whichever is less.

(3) After payments total 80 percent of the amount of this contract,
and if no amount is required to be withheld under (2), above, the Contract-
ing Officer may, if he deems such action warranted because of the Con-
tractor's performance under the Patent Rights clause of this contract or
other known Government contracts, withhold from payment such sum as
he considers appropriate, not exceeding $50,000, or 5 percent, of the
amount of this contract whichever is less, to be held as a reserve until
the Contractor delivers all the reports, disclosures, and information speci-

 fied in (1), above. Subject to the withholding limitation of (2), above, the

sum withheld under this subparagraph (3) may be increased or decreased
from time to time at the discretion of the Contracting QOfficer.

(4} No amount shall be withheld under this paragraph while the amount
speé-ifi'ed by this paragraph is being withheld under other provisions of the
contract. The total amount withheld under (2) and (3), above, shall not
exceed $50,000, or 5 percent, of the amount of this contract whichever is

less. The withholding of any amount or subsequent payment thereof to the
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Contractor shall not be construed as a waiver of any rtghts accruing to
the Government under this contract.

(1)_ lS‘ubco_ntra cts.

(1} The Contractor shall, unless otherwise authorized or directed by

.the Contracting Officer, include a Patent Rights clause, modified to identify

the parties and containing all the provisions of this clause except provision

A{k), above, in any subcontract hereunder where a purpose of the subcontract

is the conduct of experimental, developmental, or research work. In the
event of refusal by a subcontractor to accept this clause, or if in the opinion
of the Contractor this clause is inconsistent with the policy set forth in

41 CFR 1-9.107-3, the Contractor:

{1) Shall proimptly submit a written report to the agency setting
forth the subcontractor's reasons for such refusal and other pertinent
inforration which may expedite disposition of the matter; and

(ii)" Shall not proceed with the subcontract without the written

‘authorization of the Contracting Officer.

- (2) The Contractor shall not, in any subcontract or by using such a
subcontract as consideration therefor, acquire any rights to subject inven-
tion for his own use (as distinguished from such rights as may be required

solely to fulfill his contract obligations to the Government in the perform-

ance of this contract).

. (3) A subcontractor may furnish to the Contractor for transmission
to the Contracting Officer invention reports, instruments, and other infor-
mation required to be furnished to the Contracting Officer under the provi-
sions of such a Patent Rights clause in a subcontract hereunder, or in his
discretion (or by direction of the Contracting Officer) he may submit the
same directly to the Contracting Officer.

{(4) The Contractor shall promptly notify the Contracting Officer in
writing of any subcontract containing a Patent Rights clause, and furnish
to the Contracting Officer a copy of such contract, and shall notify the
Contracting Officer when such subcontract is completed. If there are no
subcontracts containing Patent Rights clauses, a negative report shall be
incladed in the final report submitted pursuant to {(e)(3}.

(5) The Contractor shall exert his best effort to identify all subject
inventions of the subcontractor and shall notify the Contracting Officer

promptly upon the identification of such invention.
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{6) It is understood that the Government is a third party benoftmary

of any subcontract clause granting rights to the Government in subject inven-
tions, and the Contractor hereby assigns to the Government all the rights

that he wounld have to enforce the subcontractor's obligations for the benefit
of the Government with respect to subject inventions. The Contractor shall
not he obligated to enforce the agreements of any subcontractor hercunder

relating to the obligations of the subcontractor to the Government in regard

-to sub_}c.ct inventions.

(b) Patent Rights clause - Option in the Contractor. Where the agency

- has determined.that the proposed contract comes within §1-9.107-4(a)(3),

- the Patent Rights clause set forth in (a), above, shall be included in the -

contract, except that the name of the clause shall be changed to '"Patent

Rights - Option in the Cbntractor"'-'and the paragraph (b) of that clause

| _"/,—-W_l-iﬁ‘:
. “ tion shall be filed on the invention, except as provtded in (c), (d), and (£},

shall be replaced by the following paragraph (b

(b) DI.SpOS'LtLOIl of rights., The Contractor shall have the right to acquire
the entire right, title, and interest throughout the world in and to each

o subject invention of the Contractor submitted in an invention disclosure

pul_'suant to {e), below, subject to the rights granted to the Government in
{c). The Contractor shall include with each invention disclosure an elec-
tion as to whether a domestic patent application will be filed by or on

- behalf of the Contractor.

(c) Patent Rights clause - Deferred Determinatioﬁ. Where'fhe agency
has deter_mined that the proposed contract comes within § 1-9.107-4(a)(4),
the Patent rl;{ights clause set forth in (a), above, shall be included in th_e con-
traét, exﬁépt that the name of the clause shall be changed to "Pafent Rights -
Deferred Determ-ination” and paragraph (b) of tha.t clause shall be replaced
with the following paragraph (’5):

(b} Disposition of rights,

{1} Determination. The Government shall have the sole and exclusive
power to determine the disposition of the rights in any subject invention of
the Contractor and to determiné whether or not and where a patent applica-

below.
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(2) Request for greater rights'.

;- {1} The Contractor may request greater rights in a subject inven-
tion than the license specified in (d) and the right to file a United States
patent application. The request shall be submitted to the Contracting
Officer in writing at the time of first disclosure of the invention pursuant
to {e), below, or not later than 3 months thercafter or such longer period
as may he authorized by the Contracting Officer for good cause shown in
writing., E ' '

{ii) The reguest in (i) shall contain a statement of the Contractor's
intention and plan to bring the invention to the point of practical application.
The Contractor shall establish, upon request, the likelihood that the inven-
tion will be more expeditiously developed to the point of practical application
under his plan than by Government licensing or dedication to the public.
However, if the invention falls within the criteria of 41 CFR 1-9.107-3(a),
the request shall set forth information and facts tending to show that (A) the
acquisition of such greater rights is a necessary incentive to c¢all forth
private risk capital and expense to bring the invention to the point of practical

application or (B) the Government's contribution to the invention was small

compared to that of the Contractor.

{3y Foreign rights. If the Government determines not to file a patent
application on a subject invention of the Contractor in any particular foreign
country, the agency may authorize the Contractor to file a patent application
on such invention in such foreign country and to acquire the entire right, title,
and interest therein, subject to the license to the Government specified in (c}.

(8) License for States and municipal governments.:

{1). When the agency head determines at the time of contraé'ting that
it wbuld not be in the public interest to acquife a paid-up license under a
subject invention for States and domestic municipal. governments, subpara-
graph (1) 6f paragraph (c) in the_'clause set forth in § 1-9.107-5(a) shall be
replaced with the following subparagraph:

{1). The Contractor agrees to and does hereby grant to the Government
a nonexclusive, nontransferable, paid-up license to make, use, and sell the

invention throughout the world by or on behalf of ‘the Government of the
United States (including any Government agency).

N



(2) When.the agency head wishes to reserve the right to make the
determination after the invention has been identified, subi)aragraph {1) of

paragraph (¢) in the clause set forth in § 1-9.107-5(a) shall be replaced

with the following subparagraph:

- {1}y The Contractor agrees to and does hereby grant to the Government
a nonexclusive, nontransferable, paid-up license to make, use, and sell the
invention throughout the world by or on behalf of the Government of the United

States (including any Government agency), States, and domestic municipal

governments, unless the agency head determines after the invention has been

. identified that it would not be in the public interest to acquire the licensc for

e

States and domestic municipal governments.

(e} Right to sublicense foreign governments.
{1). When the agency head determines at the time of contracting that it
would be in the national interest to acquire the right to sublicense any foreign

government pursuant to any existing or future treaty or agreement, the fol-

: 10Wing subparagraph shall be included as subparagraph (2) in paragraph (c)

in the clause set forth in § 1-9,107-5(a) and the remaining subparagraphs in

‘paragraph (c) shall be renumbered accordingly:

{2) The license specified in (1) shall include the right of the Govern~
ment to sublicense any foreign government pursuant to any existing or future
treaty or agreement. ' :

{2) When the agency head wishes to reserve the right to make the deter-
mination to sublicense foreign governments pursuant to any existing or future
tfeaty or agreement until after the invention has been identified, the following
subparagraph shall be included as subparagraph (2) in paragraph (c) in the_

clause set forth in § 1-9.107-5(a) and the remaining subparagraphs in para-

graph (c) shall be renumbered accordingly:

20




/"—.\\
:\ e

{2) The license.specified in (1) shall include the right of the Govern-
ment to sublicense any foreign government pursuant to any existing or
future treaty or agreement if the agency head determines after the inven-
tion has been identified that it would be in the national interest to acquire
this right. '

{f) Irrevecable licenst to contractor. When the agency decides to grant

“the contractor an irrevocable,nonexclusive,royalty~free license on a subject

invention, paragraph (c) in the clause set forth in § 1-9.107-5(a) shall be

‘replaced with the following paragraph (d}):

(d) The Government hereby grants to the Contractor an irrevocable,non-
exclusive , royalty-free,license on éach subject invention for the practice of

" the invention throughout the United States, its territories and possessions,

Puertoc Rico, and the District of Columbia. The license shall extend to the
Contractor's existing and future associated and affiliated companies, if any,
within the corporate structure of which the Contractor is a part and shall
be nonassignable without approval by the agency, except to the successor of
that part of the Contractor's business to which the invention pertains.

§ 1-9.107-6 Agencies subject to statutory and treaty requirements.

Agencies subject to specific statutes and to any existing and future treaty

or agreement between the United States and any foreign country shall indi-

' vidually modify_the Patent Rights clauses in § 1-9 .10’7-5(3.}, (b), and {c) to

meet the requirements of such statutes, treaty, or agreement.

(Sec. 205(¢), 63 Stat. 390; 40 U.S5.C. 486(c))

Effective date. This amendment is effective

but may be observed earlier.

Dated: -

21

GSA BC 7212588




