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Title 41—Public Contracts ard Property
Management

CHAPTER 9—ENERGY RESEARCH AND
' DEVELOPMENT ADMINISTRATION

PATENTS DATA. AND COFYRIGHTS
Final Regulations ' - :

AGENCY:. Energy Research ahd Devel-
opment Administration. :

ACTION: Final regulations

‘SUMMARY: The Energy Research and
- Development Administration (ERDA)
finalizes its regulations on Patents, Data,
~and Copyrights. and related matters.
These regulations. revise those. inherited
from. the Atomic Energy Commission
(AEC) and the temporary regulations
issued early in the period of transition
from AEC to ERDA, Consequently, there
. is now provided for ERDA a unified body
of final regulations for Patents Data,
-and. Copyrights.

'DATE: Effective date, July 13, 1977

- ADDRESS: A]bert_SDpp_- -(_Ofﬁce of ‘the
Assistant General Counsel for Patents,
U.B. Energy Research and Development
Administration, = Washington, D.C.
20545)

FOR FURTHER INFORMATION CON-
TACT:

* Albert Sopp, 301-353-4970.

SUPPLEMENTARY INFORMATION

These regulations revise the following is-
suances which ‘sre hereby revoked:

ERDA Temporary Regulation No. 9 (Im-
mediate Action Directive 8100-1) pub-
lished .on April 15, 1875 (40 FR 16848):
ERDA Procurement Regulations, Part
8-9, published on October 7, 1975 (40 FR
-4'6302i and proposed regulations for
Patents Data and Copyrights published
for permissive use and public comment
on October 15, 1975. (40 FR 48363). Other
sections of Chapter 9 as identified helow
are hereby amended or revised as in-
dicated to conform with these regula-
tions. When ERDA wags formed on Janu-
ary 19,1975, only the patent, data and
copyright regulations applicable to the
Atomic Act were available. In April 1875,
ERDA issued Temporary Reguiation No.
8 providing interim guidance to ERDA’s

contracting officers concerning ERDA's

two statutory provisions, the Atomic En-
ergy Act of 1954, as amended, and the
Federal Nonnuclear Energy Act of 1974.
After the ERDA Procurement Regula-

tions were published on October 7, 1975,
ERDA ' published: proposed regulations
governing - patent, data, and copyright
matters on October 15, 1875, for public
comment and- permisswe use, The pro-
posed regulations sought to harmonize
the patent and data policies controlling
invention and data rights in ERIDA con-
tracts involving either nuclear or non-
nuclear activities; Comments received
from the public on the proposed regula-

tions were summarized in ERDA’s Re-
port to the President and Congress of the
‘United States, ERDA 76-18 published
January 1976 (For sale by the U.8, Gov-

. ernment Prmting Oﬂke, Washlngton.

“D.C. 20402, Price, $0.

‘Basednn the comments received and

.' 'ERDA_'s operating experience under the

proposed repulations for the past 18
months, the: proposed regulations for
Patents, Data and Copyrights have been

revised to form the final reglﬂatmns set
-. forth below.

Because the Patent, Data and Copv-
right Reguwlations of Part 9-9 sei:forth
below impact on and are referred to in
other parts of Chapter 9, amendments
have been made to the affected sections

-of  those other parts and.are included

herein following the text of revised Part
9-9. In addition, §§ 9-3.150 to 9-3.150-5

- entitled “Treatment of Proposal: Infor- -

mation” set forth in the ERDA Procure-
ment Regulations published on October
9, 1975 have been revised and, as now
finalized, incorporate material concern-

ing proposal information formerly ap-

pearing in § 9-9.202-3(d) of the proposed
regwlation on “Patents; Data and Copy~

- rights” published on October 15, 19%75.

With this revision the provisions con-
cerning treatment of proposal informa-
tion appear in one place, §9-3. 150‘et-
sedq., in Chapter 9.

A considerable number of chs.nges of a

.significant nature which have been in-

corporated in. the Patent, Data and
Copyright regulations are the result of
the many. constructive suggestions re-
ceived from interested membegrs of the
public. In several situations ERDA’s op-
erating experience  over the past 18
montis has confirmed the a.ppropnate-
ness of these suggestmns. while in other
Instances ‘agericy experience gained
through negotiation of contract patent
and data clauses has shown some sug-
gestions as not being feasible, suitable, or
acceptable. Among policy and procedural
changes have been the establishment in
§ 9-8.109--6(h)’ of new policy and proce-
dures for granting patent walvers-to
mnonprofit educational institiutions on the
basis. of their technology transfer pro-
grams and capabilities similar to the
guidelines prepared for the Federal Pro-
curement Regulations, and the identifi~
cation of small’ busmess as a typlcal wai-
ver situation. - .

. The following table sets forth other
revisions and amendments to the patent
and data clauses of ERDA PR, Part 9-9,
Patents, Data and Copyrights, published’
on. Cctober 15, 1975, For the most part
the changes are technical and proce-
dural and are the combined resilt of
public suggestions and agency experi-
ence. The portion of Part 9-8 covering
policy . and procedures has been revised;
amplified or clarified as appropriate to
explajn .and provide. instructions and
guidelines for the clause changes which-
are briefly described below. ‘
§ 9-9.102-1, 2. Provides that the Au-

‘thorization and Consent clauses in con-
_tracts for research, development or dem=-

onstration, or for supply,: are: ﬂowed
down -to subcontractors. -

§.9-9.107-5(a) . Patent Rxghts (long
form) clause has been amended to-
clarify contracting officer’s status as
focal . point for contractor ‘execept : In
situations peculiar solely to processmg or
patent matters. -



Subparagraph (b) (2) . Simplifies time
- period ealeulation for requesting “great-
" er rights”,

Paragraph (o). Conforms contraot.or

" gublicensing rights with FPR.
Paragraph (i). Limits apphcatxon of
withholding of payment provismns to
-~ prime contractors:
- Subparagraph (k) (4. Broadens ‘gon-
ditions not requiring contractor Neensing
of backeround patents. :
.. Paragraph (m). Adds provision placing
. §pecific imits on patent rights obtainecd
by Government m r'onformance with
- FPR.
§9-9. 107—5 {e), Prov:des an: optional
subparagraph (e¢) (1)- for Patent Rights
“-elause in which the license right reserved
o contractor upon reéquest is not neces-
- sarily royalty free where contractor has
access fo Restricted Data.
T8 9-8.107-5(g) (1), (2).  Provides op-
:tional - paragraphs for use in Patent
- Rights (long form) clause permitting
contractors having revocable or irrevo-
‘cable licenses to grant sublicenses beyond
“:sublicensing obhgations emstmg at tzme
of contracting.
© §9-9.107-5(h) . Provides paragraph for
~use in Patent Rights (long form) clause
in contracts for operation of Government
owned facilities requiring grant to Gov-
“‘ernment of paid-up license in inventmns
“integrated into facility. ‘
§9-9.107-6. Permits use of Patent
" Rights (short form) clause for certaln
'consultant contracts.”

§ 9-9.107-6(g). Provides paragraph in
_Patent Rights (short form) clause en-
abling streamlined publication review
for patent clegrance.

-8 9-9.202-3(c). Provzdes new Adch-
- tional Technical - Data ~ Reguirements
clause  in which Government - has the
..right to order contract data “first pro-
- duced or specifically used in the perform-
ance of the contract” unless data spec1f-
- ically used are proprietary.
- §9-9. 202-3(e) (2). Revises Rights in
Technical Data (long form) clause; in-
corporates new definition of “proprietary
data” and new term “contract-data’” (re-
placing ‘subject data’.

Subparagraph AbI(2) (D) : Prowdes in
“Rights in Technical Data (long form)
clause that contractor has right to pri-
vately use contract data if data require-~
*ments of contract are met and has obli-
-gation to treat data received - from
external sources in accordance w1th re-
strictions thereon.

Paragraph (d). Establishes new pro-
-visien in Rights in Teéchnical Data (long
form)- clause obligating contractor to ac-
guire data and rights therein from sub-
contractor to meet data requirements of
prime contract. -

$ 9-5.202-3(eY (3) . Modifies paragraph
in Rights in Technical Data {long form)
clause to permit data to be excluded from
delivery as limited rights data; provides
uniform restrictive legend with optional

- subparagraphs to cover different needs
for data.

§ 9-9.202-3 (e) (4-) i Modiﬂes paragraph
in Rights in Technical Data (long form)

- clause to permit data to be excluded from

contractors licensing obligations regard—
ing contract data.

§9-8.202~-3(}). mtablishes new Rights
in Data—Specinl Works clause. for books,
motion pictures, etc., to be produced un-
der contract and provides for Covern-
ment ownership of such -works.

§ 9-9.202-3(¢). New Rights in Tech-
nical Data (short form) clause is pro-
vided for use in contracts generslly par-
allel with use of Patent Rights  (short
form) clause unless proprietary data is

" inyolved.

§ 9-9.202-¢ (&), (b), (c). A basic Rights
in Technical Data (fa.cﬂ:ty) welause is
provided for ‘use in operating contracts
and subcontracts for special production
plants, faciltities, or equipment therefor,
Clause provides Government .ownership
in technical data first produced under
contract and uniimited rights and facil-
ities license in Government for technical
data specifically used uniess proprietary.
Clause obligates operating contractor to
employ rights in iechnical data (long
form) clause in subcontracts in soccord-
ance with policy and procedurm of -this

_subpart.

Although these regulations are effec-
tive July 13, 1977, the submission of com-
ments and suggestions from interested
persons to Mr. Albert Sopp at the above
address is encouraged,

(Section 106 of the Energy Reorganization
Act of 1974 {Pub. L. 83-438).)

Dated: June 28, 19717

ROBERT W. FRI, :
Acting Administrator.

1. Revisions or amendments to Parts

_of Chapter 9 are to be made as set forth
_ below:

" PART 9-1-~GENERAL

- §9-1.10922 [Amended]

2. In § 9-1.100-2(b}, seeond line, afier
“Headqguarters,”, insert .

“or the Assistant Gene'ral Counsel ror Pat-
ents, as appropriate,”;

3. In §9-1.5408, redesig!mte para-
sraphs (a) and (b) (1) as paragraph (a),
redesignate paragraphs (b) (2), (3), (4)
and (c¢) as (b);:(c), (d) and (e) respec-
tively, and revise the heading for § 9-1.-
5408 and new paragraph (a) as follows:

§ 9-1.5408 Protection and private mse
of mformauon and dala by comtrac.
toxs. '

(a) The comtract.ors oblxgatmns for
protection of tformation and data re-
ceived from ERDA and other contractors
or subcontractors, and for the contrac-
tor's private use of. contract data first
produced in the performance of the con-
tract, are set forth in subparagraph (b)
(2} of each Rights in Technical Data
clause in subpart 9-9.2. This subbpara-
graph provides that the contractor may,
subject to patent, security or other pro-
visioris of the contract, use for its private
plurposes contract data i first produces
in the performsance of the contract pro-
~vided that the contractor has met #s
data requirements {e.g.; delivery of datd
in the form of progress.or status reports
specified to be deliverell) as of the date
of the private use of such data. It is not




necessary that a “Final Report” be sub-
mitted in order o privately use data if all
required progress and interim: reporis
and other technical date then due have
_been delivered. Paragraph (b)(2) fur-
ther provides that technical or other data
received by the comtractor in- the per-
formance of the contract must be-held in
confidence by the contractor in accord-
gﬁ: with r&tnctmns accompanying the

* o= * .

PART 9-3—PROCUREMENT BY
NEGOTIATION
4. Revise §§ 9-3.150, 9-3.150-1, 8-3.150—
2, 8-3;150-3, 9-3.150—4, 9-3.151, 9-3.151--1,
9-3.161-2, p-3. 151——3, 9-3.152 t.o read as
foliows:

§ 9-3.150 Proposal infbmmﬁor_l.
'£9-3.150=1 General.

1t is the policy of ERDA to use infor-
mation contained in proposals only for
evaluation purposes except to.the extent
such information is generally available
to the public, is already the property of
the Government or the Government al-
reandy has unrestricted use rights; or-is
or has been made svailable to the Gov-
ernment from any source, including the
proposer or. offeror, without resfriction.
The term proposals as used in this section
includes responses to Program Opportu-
nity Notices (PONs), Program Research
and Development - Announcements
(PRDAs), and solicitations of a similar
nature in addition to Requests For Pro-
posals (RFPs). As & practical matter,
ERDA cannot assume any responsibility
for disclosure or use of any such infor-
mation unless it is identified by the pro-
poser or offeror in accordance with this
section. Unless & wsolicitation specifies
otherwise, ERDA will not refuse to ¢on-
sider a solicited proposal or an unsolic-
ited proposal merely because the proposal
is resirictively marked. (See also Bub-
parts 9—4.51, 9-4 52, 9-4.57, 9-4.58 and 10
CFR Part 709.)

'-§9-3 150-2 Treatment of pmpoaai in-
: formation.

(a) A proposal may ‘include technical
-data and other data, inchiding trade
secrets and/or privileged or confidential
commercial or financial information,
which the proposer does not want dis-
closed to the public or used by the Gov-
ernment for any purpose other than pro-
posal evaluation. To. protect such data
the provoser should specifically identify
each page including each lne or para-
_graph thereof contdining the data to be
"protected and mark the cover sheet of
the proposal with the following notice.

R NoTICE :

The data conained in pages ___. of this pro-
posal have been submitted in confidence and
coutain trade secrets and/or privileged . or
confidential commercial or financial infor-
mation, and such data shdll be used or Qis-
closed only for evelustion purpoees, provided
that if s-contract ts awarded to this proposer
as a result of or In connection with the sub-
mission of this proposal, the Government
shall have the right to use or discloge the
date hersin to the extent provided in the

contrabt, This restriction does not limit the
Goverament's right to use or disclose data
optained without . resiriction . .from . any
BOUIrCe, - 1m1udlng the Proposer, B

- References to the above notice on the
cover sheet should be placed on each
page to which the notice applies. Data,
or-gbstracts of date, marked: with this
notice will be retained in confidence and
used by ERDA or its designated repre-
sentative(s), ineluding Government con-
tractors and consultants, as set forth in
£ 9-.3.150-4 below,.solely for the purpose
of evaluating theé.proposal. The data so
marked will not otherwise be disclosed
or used without: the proposer's prior
written permission except to the extent
provided in any resulting contract, or to
the extent. required by law. Proposers
should” be aware of the. provisions of
§ 9-3.150-4 below if they desire to modify
the above notice or otherwise seek to
limit the evaluation to the Government
only. The restriction contained in the
notice does not limit the Government’s
right to use- or disclose any data con-
tained in the proposal if it is obtainable
from any source, including the proposer,
without restriction. Although it is
ERDA’s policy to treat all proposals as
confidential, the Government assumes
no liability. for disclosure or use of un-
marked data and may use or disclose
such data for any purpose. See FPR

1-3.103(b) regarding dlsclosure to other
offerors. :

(b} Bhould a contract be awarded
based on & proposal it is ERDA policy,
in consideration of the award, to obtain
unlimited rights for the Government in
the technical data contained in the pro-
posel unless the prospective contractor
marks those portions of the technical in-
formation which he asserts as “proprie-
tary data’, or specifies those portions
of such technical data which are not di-
rectly related to or will not be utilized in
the work to be funded under the con-
tract. “Proprietary data” is defined in
§ 9-9.201(b) . of these Regula.tions as
technical data which embedy a trade
secret developed at privat€ expense, such
as design procedures or  technigues,
chemical composition of anaterials” or
manufacturing - methods, processes or
treatments, - including minor meodifica-
tions thereof, provided that such ‘dats: -
(1) Are not generally known or available
from other sources without: obligation
concerning their confidentiality, (2}
have not been made avalilable by the
owner to others without obligation con-
cerning their confidentiality, and (3) are
not already available to the Governthent
without obligation concerning their con-
fidentiality. A proposer who receives a
contract  award. shall mark ‘the data
identified - as - proprietary by specifying
the appropriate proposal page numbers
to be inserted in the “Rights to Proposal

‘Data’” clause of paragraph (¢} of this

section; which clause shall be included

- in‘the coniract. Subject to the. concur-

rerice of the coniracting officer,. infor-
mation unrelated to the contract may be
deleted from' the. proposal by the con—
tract-or. The responsibility, however, of
identifying technical data as proprietary




or deleting it as unrelated rests with the
prospective contractor. -

(). Pursuant to paragraph (b) of thjs
section, the following clause shall be in-
cluded In any contract based on a pro-
posal. This clause is intended: to' apply
only to technical data and not to other
date such as priviliged or confidential
commercial or financial information.

RIGHTE TO Pnoroau. DA'I‘A i

Except for technical da.ta contained on
pages ____ of the contiactors’ proposal dated
Ze-e-ie---"Which are asserfed by the con-
tractor as being proprietary data, It is agreed
that as @ condition of the award of this con-
tract, and notwithstanding the provisions of
any - notme appearing on the proposal, the
Government shall have the right to use, dup-
ttcate, and disclose and bave others do so for
#ny purpose whatsoever, the technical data
contained in the proposa.l upon which this
contract is based,

§ 9-3.150--3 Handlmg nohce

“.In . order- that - proposals may be
handled in confidence consistent with
the policies set forth in this section, the
Tollowing notice shall be affixed to a
cover sheet attached to each proposal
upon receipt by ERDA. Use of the fol-
Iowing notice neither alters any obliga-
tion of the Government, nor diminishes
any rights in the Government to use or
.disclose data or information.

" Worror ror HanuLine Prorosals

This proposal shall be used or duplicated
only for ERDA evaluation purposes, and this
notice shall be affixed to any reproduction or
abstract thereof. Disclosure of this proposal
outside the Goverrment for ERDA evalua-
‘tion purposés shall not be made unless the
provisions of §9-3.150—4 are Ifollowed. The
réstrictions contained'in this notice do. not
apply to any data or commercial or financial
Information contatned in this proposal if.jt
is nl.ready generally avallable to the public,
i5 already avallable to the Governiment on
an unrestricted basis or 'is the property of
the ‘Government, or is or becomes available
from ‘any gource, lncludlng the proposer,
without restriction.”

§ 9—3 150—4 Disclosure ontside Govem-

. ment.

(a) Polzcy It ls the pohcy of ERDA {o
have proposals evaluated by the most
competent persons available in Govern-

ment. In addition,  ERDA freguently

ts its  evaluation - needs by having
als reviewed by evaluators out-
side . the Government, such as, by con-
sultants, grantees, contractors, and con-
‘tractor organizations operating or man-
aging Government-opmed facilities. Such
Iatter outside evaluations may be made
‘provided the requirements in (b) and
(¢) . of -this section are met. A decision
£o -employ outside evaluation shall take
into*consideration ERDA - requirements
for avoidance of organizational conflicts
of interest set forth in Bubpart 9-1.54
and the competitive relationship, if any,
between the proposer and the proapective
outside evaluator. .
> {b) - Approvel, Decisions .in: ERDA
- Headquarters to evaluate proposals out-
side the Government shall be made by
the responsible program .division direc-
tor, and in ERDA fiéld offices by the fleld
oﬂice manager. It the proposa.! ‘under

-consideration -expressly indicates  that
only Government evaluation is author-

ized and evaluation outside the Govern-
ment is nevertheless desired, the pro-

.poser should be advised that ERDA may

be unable to. give full consideration to
the proposal unless the proposer con-

-sents in writing to-having the proposal

evalua.ted outside the Government.

(e} Agreement with evalugtor. Where
it is determined to evaluate a proposal
outside the Government, such as, by
consultants, grantees and contractors in-
cluding those who operate or manage
government owned fa-ilities, the follow-
ing agreement or an equivalent arrange-
ment for the treatment of the proposal
shall be obtained from the outside eval-

‘uator before ERDA furnishes a copy of

the proposal to such person, In addition,
care should be taken that the notice re-
quired by §9-3.150-3 is affixed 40 a cover
sheet attached to the proposal .before it
is disclosed to the evaluator.

. CONMTIONS FOR EVALUATING PROPOSALS

" Whenever ERDA furnishes a proposal for
evaluation, the recipient agrees to use the
lnrormat!on contained -in the proposal only
for ERDA evaluation purposes and to treat
the information ohiained in confidence. This
requirement.does not apply to information
obtainable from sny source, including the
proposer, without rest.riction Any notice or
restriction placed on the proposal by-either
‘ERDA or the originator of the: proposal shall
be conspicuously affixed to any reproduction
or abstract thereof and its provisions strictly
complied with: Upon completion of the eval-
uation, the recipient shall return all coples
of the proposal and abstracts, i any, to the
ERDA office which . initially furnished the
propogal for evaluation. Unless authorized
by the ERDA initisting office, the recipient
shall not contact the originator ‘of the pro-
posal conterning any aspect- of its contents,

§9-3.151 Identification of propr:elnry
dala in proposals.

§9-3.151-1 - Solicited proposals (in-
cluding PONs and PEDAs).

Even though the statement of work
contained in & solicitation sets forth ‘the
known requirements for technical date,
i.e., technical data which will be spec:ﬁed
to be delivered, there is no assurance that
the contractor will deliver all of this data
because paragraph (e) of the Rights in.
Technical Data (long form) clause of
£90.9.202-3(e) (2) - of these regulations
permits ‘the contractor to withhold
proprietary data from gelivery. In order
to ascertain the technical data. each
propeser intends to actually withhold as
proprietary data, and as an aid in deter-
mining whether to include the provision
for limited rights’'in proprietary data set
forth in optional paragraph.(g) of the
Rights in Technical Data (long form)
clause, theé provigion set forth in -§ 9-
3.151~-2 below shall be includel in the
solicitation. This provision explains that

-solicitations will include ERDA' known

requirements . for iechnijecal data, -and
that the .proposer must..submit a list
identifying to the best of its knowledge

-which of this data will be withheld pur-

suant to paragraph (e) of the Rights in
Technical- Data (long form) clause of
§5-9.202-3(e) (2), or state that no tech-
nical data will e withheld. The sub-




#

_mission of such Mst does not:constitute

& stipulation or determination by the

‘Government that the data identified

therein are in fact proprietary. In addi-
tion, the provigion to be included in the
solicitation refers "to the Additicnal
Technical Data ' Requirements clause,
£ 9-9.202-3(c) of these regulations, as
being included in the proposed contract

"where, due. to programmatic considera-

tions, it is contemplated that all of the
requn‘ements for technical data will'not
be known at the time of ‘contracting.
When a proposer specifically ‘identifies

“the proprietary dats to be withheld, the

contracting officer shall, as adwsed by
the appropriate - program manager,
determine- whether:-.(a) The Govern-
ment. needs "Iimited rights’.in the pro-

- prietary data, in which case the optional

paragraph (g) will be included .in the
Rights in Techmical Data (lorg form)
clause, (b) The Government needs the
right' to require contractor licensihg of
proprietary data tothe Goverhment and
responsible third parties; in which case
optional paragraph .(h). will-be included
in the Rights in Technical Data (long
form) clause, and (c) The Government
needs unlimited rights. in‘the proprie—
tary data, in which case: negotiations
may be held to purchase or obtain a
suitable hcense in the- proprietary data.

'§ 9-3.151-2 = Solicitations. - -
- .- The following provision shall normally

be included in- splicitations. which may
result in contracts calling; for research,
development . or: demonstration work or
contracts for supplies in which delivery
of required technical ' data are’ con-
templated.

The .section. or this solicltation which
describes the ‘work to be performed Rlso:s6ts
forth ERDA'S known requirements = for
technical - data.- The- Additional. Technical
Date Requirements clause ifincluded in this
solicitation, provides the Government with
the option to order sadditlonal . technical

idata, "the requitements for which are not
“'¥nown at-the time of contracting. There is,

however, a bullt-in limttation on the kind
of technical data which may be required.
This limitation is found in paragraph (e) ‘of
the Rights in Technical' Data:clause “which
provides that the contractor may withhold
delivery of proprietary dats.

Accordingly, 1% is necessary that your pro-
posal state that the work to be performed
and the known requirements for technical
data as'set forth in the solicitation have been
reviewed, and elther state that to the best
of your knowledge, no data will be withheld,
or submit a list fdentifying the proprietary
data which to the best of your knowledge
will likely be used in the contract perform-
ance and will-be withheld. -

59-3, 151-3 Unsolicited proposais
The contracting officer: shall during

" contract negotiations identify technical

data which will be réquired to be fur-
nished under -the “contract. In such
instance the proposer shall be required
as part of the negotiation record to sub-
mit a list identifying to the best of his
knowledge ‘which of this data will’ be
withheld as proprietary under pa.ragraph

_{e) of the Rights in Technical Data
(long form) eclause;,. or state that no

technical data will be with_he_ld The con-

‘teacting officer shall then make the

determinations, in the zame manner as
set forth in § 9-3.161-1 above for solicited

“proposals, pertaining o the proprietary

‘data Identified to be withheld _
§9-3.152 . Reqmred notice’ ‘of. rlgln to

request patent wan'er.

-As get forth in §9—9107—4(a) (6) of
these regulations, offerors and. prospec-
tive contractors are to be provlded with
notice of ‘and’ the right to request, in
advance of or within 30 days after the
effective date of contracting; a waiver of
‘all or any part of the rights of the United
States with respect to subject inventions,
In no event will the fact that an offeror
has requested such a waiver be & con-
sideration in the evaluation of his offer
or the determination of his acceptability,

-Aceordingly, the following notice will be

given to all prospective contractors and

“will be inserted in all solicitations which

meay result in ¢entracts calling for re-
search, development or: demonstration
work:

Offerors and prospectwe contra-ctors m
sccordance with applicable statutes and
ERDA Regulations (41 CFR 5-9.109-8)
have the right to request in advance of
or within 30 days after the effective date
of contracting a walver of all or any part

-of the rights of the Unifed. Btates in sub-

Ject inventlons _

PART 9—4—SPECIAL TYPES AND
'METHODS OF PROCUREMENT .

§ 9-4.5110-1 [Amended]"

5. In § 94 5110-1, !ast line, delebe por-
tion in parenthesis;

§ 9-4.5110-2 [Amenaeal

$ 9—-4.5110—2 revise paragraph (b) by
changing: the last sentence and paren
thetical statement as foliows: - .

The contractor or principal investiga-
tor may publish contract data:if ap-
proved by ERDA In accordance with the
provisions. of - the Patent Rights clause,
§9-9.107-5(a) (fongform) or §9-8.107-6
(short form). —;

§9-4.5112-8 [Reserved] PR

6. In §9-45112-8, delete in enth'ety
and change to—(Reserved)—- ‘
59-4.5603 [Amended]

§ 9-4.5603(c) is revised as follows:

(¢} The level at which a participant
cost shares s a factor considered pur-
suant to grant of waiver of patent rlghts
‘under 5 9—9 109—6 —_

PART 9-7—CONTRACT CLAUSES
§ 9-7.5006-7 - [Amended]

7. Bectiori 9-7.5006-7 is revised a.s !ol-
lows:

See paragraph (c)- of the following
clauses; § 8-£.202-3(e) (2),- Rights in
technical data (long form); § 6-5.202-3
(g) (2), Rights in technical data (short
form), and § 9-5.202—4(c). (2) Rights in
technical data (facmty). —_—

8. Section s-'r.soos-s 18 revﬁed 85 fol-
lows:



§9—7.5006-8 Copyngha (Speeh!

works). .

“See § 9-9.202-3¢) (2) which provides
for ownership by Govemment. of data
fArst produced or composed in the per-
formance of the contract, —; -

_ ﬁ 9-7.5006-10" [Amended] N
9, Bection 8-7. 5006—10((1) (N, is revised
as follows:

(7Y Royalty payments and “patent
“eosts:

(1) Roya.lnes and other ‘costs for use
: gf 51;v_a?.’t;ent:s in accordance with FPR 1-15.-
05-36.. -

(i) Patent costs in accordance thh
.FPR 1-15.205-26 —;
8 9-7.5006-12 {Amended]
. 10.In'§ 9-1. 5006-12(c) (T 1« revised as
follows:
L7 ~Royalty payments and patent
costs:

1) Royalides: a.nd ot.her costs for use

of pat.ents in a.ccorda.nce with FPR 1—15 -
: 205—38
(D Patent costs: in a.cccrda.nce with
the FPR 1-15.205-26 —; . ‘
11, In §9-7.5006-13 is revised as fol-
Jdows: U
- § 9-7.5006<13 . Rights in technical data.
(a) Clauses =ffecting the  Govern-
ment’s acquisition and rights in technical
data ‘are set forth {h Subpart 9-9.2 and
are to be used as Indicated in the fol-
lowing situations. :

(1) For contracté 'with com.mercial
organizations, see §9-9.202-3¢¢) and
$0-0.202-3(e) (D) ;

(2} For contracts with nonprofif or
‘educational institutions or -comsultants,
where no- proprietary date is involved,
see §9-9.202-3(2) (2);
© (8) For: fa.cilities contra.cts see §0-9.-
202—4(::.) @y

" (4) For contracts calling for produc-
“tion of books, motion picture or tele-

‘vislon recordings or scripts; and the ke,
see § §-9.202-3(D) (2),
12. Revise §'9-7.5006-16 to 9-1. 5006—22
“inclusive as follows:

§9—7.5006-16 Authorlzalmn anﬂ _¢on.

sent.

_ See § 9-0.102-1 (supply or service con-
tracts) ‘and § 9-9.102-2 (research, devel-
_opment or demonstration contracts),
§ 9-7.5006=17 Patent indemnification.
© See §9-9.103-1 (formally advertised
contracts) and § 9-9.103-3 (negotiated
contracts). '

§9-7.5006-18 Notice anc'l assistance.

 See § 9-9.104.

§9-7.5006-19 ' Classified inventions.

* See § 9-9.108. :
'§'9-7.5006-20  Patent - Riglits (long
- - form) clause, : -

- See § 9-9.107-5(a).

§9-7.5006-21 Patent. Rights (short
form) elause.

See §9-9.107-6.

§9-—7 5006-22 Palenls—repor!mg of
royahi

ies,
. Bee §8-8.110 —:

13, In 59-—7.5006-—59 revise the bext.
appearing under the heading “Private
use of contract informatmn a.nd data” -
as follows: - .

§ 9-1.5006-59 anale use of contract
information arnd data, -

Use of contract information or data
by the contractor for private purposes
is- governed by subparagraph (b)(2) of
each Rights in Techn.ica.l Data- clause
in Subpart 9-9.2 —

PART 9-59——ADMIN!STRATION '{.)F COST-
TYPE CONTRACTOR PROCUREMENT
ACTIVITIES - -

8 9—59 004 [Amended]

14, In § 9-59.004, revise the item ap-
pearing in the 20th line under the sub-
heading “Subject” ag follows:

Patents, Data and Copyrights —;

§ 9-59.004  [Amendéd]
" 15. In & 8-59.004, revise the item ap-
pearing in the 20th line undeér the sub-

heading "Reference” as follows:
‘Parts 8-9 -} :

16. In the Appendlx fo 41 CFR Chap-
ter 9, In Temporary Regulation No. 16,
published in March, 1976 (41 FR 10606},
in § 9-45804-4(h), change the reference
to *“§ 8-3.1650-4" to “§ 9-3.150-3".

Nore—Revislon’ of Part ‘0-18, “Procure-
ment Forme™ to the extent neécessary to be
compatible with revised Part §-9, “Patents,
Data and Copyrights” 15 still under consid-
eration for revision at & later date. Accord-
ingly, In the event of any conflict found
to exist between Part 9-16 and revised Part
8-9, the provisions of Part 8-9 ‘shall govern.

17. ERDA Temporary Regulation No. 8
in the- Appendxx to 41 CFR Chapter 9.is
revoked.

18. Part 9-9 in 41 CFR Cha.pter gis

revised to read as follows:

" Part 9-9 Patents, Data, and Copynghts

Sec.
5. 000 : Scopa of pa.rt

' “Subpart 9-9. l—-—?lients

9-8.100 Bcopcoisubpart )
§-0.101  [Reserved] .
9-9.102 Authorization and ccnsent
$-0.102-1 Authorization and consent for
) .. . supplies or services.
$-0.102-2 Authorization and consent in
. -contracts for research and de-
L velopment of demonstration.
8-9.103 Patent indemnification. of Gov-
ernmentbycontmctor :
$-9.103-1 Patent indemnification in for-
majly: sdvertised contracts-
o cummercisl atatus  predeter-
) ) roined, ) )
9-9.103-2

) {Raerved] . '
8-9.103-3 Patent indemniﬂcation in  ne-

o - gotiated contracts.
9-0.103—4 . Wa.iver of indenanity by the
: Government.

89104 Notice and assistance.
8-0.106 . [Reserved]

90108  Claseified mventions
9-0.107 ~* Patent rights under contracts for
© 7 :resesrch development and dem=-
- onstration and under special
contracts, .
9-9.107~1 General,’

rd

7



&

Bec. :

£-9.107-2 [Reserved]

©-0.107-3 Poticy.

5-5.107-4 Procedures..

£-0.107-5  Clause for nontmcta {long farm}

$-9.107-6 . Clause for contracts {ahqrt form).

9-9.107-7  Foreign etmm .

9-8.108 ‘[Reserved]

9-9.109 Admimstration or patent chruses

9-9.109-1  Patent rights !ollnw-'up ’

9-9.100-2 ' Follow-up by contractor,

9-8,109-3  Follow-up by Government:.

8-8.100-56 Conveyance of inyention rights
. acguired by the Government,

9-5.109-6 Walvers.

99110  Reporting of royalties.

Subpart 9-9.2-~Technical Data sad Copyrights

9-8.200 Scope of subpart.
8-0.201 Definitions. .

9-0.202 Acquisition and use of technical -

data.
9-8.202-1 QGeneral,
9-6.202-2 Policy.
9-9.302-8 Procedures,

9-0.202-4 Procedures (Gov&nmeﬂt—med. .

contractor Operated facllities).
9-0.202-5 Negotiailons and deviations,

Avraoerry: Seo, 106 of the Energy Reorga- -

nization Act of 1974 (Pub. L. 93-438).
§9-9.000 Scope of part.

This part sets forth policies, instruc-

tions, and contract clauses pertaining to
patents, data, and copyrights in connec-
tion with the procm'ement of supp}ies
and services.

Subpart 9-9. l—Patents

-8 9-9.100 Scope of subpart.

(a) This subpart sets. forth policies,
procedures, and contract clauses with re-

spect to inventions made, conceived, or

utilized in the course of or under any - -
contracis, grants, sgreements,  under--

standings, or other arrangements en-
tered into with or for the benefit of
ERDA. ERDA’s primary mission requires
the use of its procurement process to in-

sure the conduct of research, devélop-

ment and demonstration leading to the
ultimate commercial utilization of all ef-
ficient sources of energy. Accordingly,

ERDA's mission is not oriented $oward -

reprocurement for Government use, ex-

cept whiere procurements’ are - involved

with special classtilied programs. or the
construction or improvement of Gevérn-~
ment-owned facilities. To accomplish jts
mission, ERDA must work in cooperation
with indusiry in the development of new
€nergy sources and in achieving the ul-
timate goal of widespread commercial
use. ‘To this end, -Congress has. provided
ERDA with an array of incentives te
secure the adoption of the new technol-
OgY deveicped for ERDA. An important
incentive in commercializing technology
is that provided by the patent system. As
set forth in these Regulations, patent in-

centives, including ERDA’s authority to .

waive the Government's patent rights to
the extent provided for by statute, will
be utilized in appropriate situations at

the time of contracting te encourage in- -

dustrial participation, fostér commercinl

utilization and competition and make the

benefits - of ERDA’s aetivities - widely
available to the public. In addition to

considering the walver of patent rights .

of. the time of eontracting, ERDA. will
also consider the incentive of a walver
of patent rights wpon the reporting of
anvidéntified invention when: requested
by ‘the contracter or the- employee-ift-
ventor with the permission of the con-

{ractor. These requests ‘can be made

whether or not a waiver reguest was

made st the time of contracting. Waivers -
. for identified inventions will be provided

where it is determined that theé. patent
waiver will be a real incentive to achiev-
ing the development and ultimate com-
mercial utilization of inventions, Where -
a waiver of the Covernment patent
rights is granted, either at the time of
contracting or upon request or after an -
invention is made, certain safeguards.
will be required by ERDA to protect the:
public interest.

(b) Another major ERDA missmn is
{0 manage the nation's uranium enrich-
ment and other classified programs,.
where R&D. procurements are directed
toward processes and equipment not

available to the public. To accomplish =

ERDA's programs for bringing private .
mgustry into these and other special pro-

grams to the maximum extent permit- =

ted by national security and policy eon-
siderations, it is desirable that the tech-
nology developed in these programs be
made available on a selected basis for.
use in the particular fields of interest and-
under controlled conditions by properly

clearéd industrial and scientific research - -

institutions, To insure such availability
and control, the grant of waivers in these
programs may necessarily be more Hm-'
ited than in other ERDA pmgrams. _
§9-9.101 {Reserved]

§9—9.102 Authiorization and consent. -

(a) Under 38 U.B.C. 14908, any suit. for' :

unauthiorized use of a United States pat-
ent, based on the manufacture or use by
or for the United States of an invention
described in and covered by a patent of
the Untted States by a contractar or by
a subcontractor (at any tier) can be
maintained only sgainst the Govern-='
ment in the Court of Claims, and net
against the contractor or subcontractor,
in those cases where the Government has

authorized or, consented to the manufac-

ture or use of the patented nyention,
Accordingly, to insure that work by a
contractor or subcontractor under a
Government contract may not be én-
joined by resson of patent infringement,
authorization and consent shall be glven
in the prime contract and shall apply. to
ail subcontraets thereunder 8s provided
below. The Hahbility of the Government:
for damages In such suit against it may,

however, ultimately be borne by a con- .
tractor or subcontractor in accordance -
with the terms of any patent indemnity

clause also included in the contract or

‘subcontract, and an authorization and

- consent clause does nhot detract from any

.patent indemnification commitment by
a contractor or a subcontractor. There-
fore, both a patent indemnity clause and
an authorization ard.consent clause may
_be included I the same contract or sub-
“contract.




(b) In certain eonfracting situations,
such as those involving demonsiration
projects, consideration should be given
to the impact of third party-owned pat-
enti covering technology that may be
meorporated in the project which may
ulimiately affect widespread commercial
use ¢f -the project results. In such situa-
tions, patent counsel should be consulted
1o determine what modifications, if any.
should be made to the yiilization of the
Authorizatmn and Censent and Patent
JIndemnity provisions or what other ac-
tmn might be deemed appropnate

(c) An . Authorization and .Consent
clense shall not be used in contracts
where both complete performance and
delivery are. to be outside the United
States, its possessions or Puerto Rico.

§ 9-9.102-1 Aullmnzauon and consent
in coniracts for supplies or services,

The following contract clamse shall be
included in all contracts for supplies or
services except when prohibited by § 9-
9.102(¢) or in confracts for research, de-
velopment, or demonstration work and
in subcontracts thereunder in which the
clatise in § 8-8.102-2 is required.

AUTHORIZATION AND CONSENT

The Government hereby gives 1ts author-
ization and consent (without prejudice to
any rights of indemnification) for. all use
and manufacture, in the performance of
this confract or any pert hereof’ or any.

amendment hereto or any subcontract here- -

under (including any lower-tler Bubcon-
tract) ‘of any Iinvention deseribed In and
covered by a patént of the United States {a)
embodied in the structure or compisition of
any article the delivery of which is accepted
by the Government under this contract or
(b) utilized in the machinery, tools or meth-
ods the use of which necessarily resulis from

eomplintice by the Cantractor or the using’

sabconiractor with (1) specifications or writ-
ten provislons now or hereafier forming a
part of this coatract, ar (1i) specific written
instruections given by the Contracting Officer
directing the manner of performance. The
entire liability to the Government for in-
fringement of a patent of the United Btates
shall be determined solely by the provisions
of the indemnity clauses, i any, included in
this contract or any subcontrast hereunder
(including all lower-tier subcontracts), and
the Govermment assumes lability for all
other infringement {0 the extent of the au-
t.hbrlzation and consent herelnabove granted,

§ 9-9, 102—2 Authorization and consent’

'$n_ contracts for researeh, develop-
- mient or demonsiration.

Greater Intitude th the use of patented
inventions may be necessary in a coh-
tract for research, development, or
demonstration work than in & contract
for supplies. Unless prohibited by § 9-
9.102(c), the following clause shall be in-
cluded. m all eontracts calling for re-
search, development, or demonstration
work and shall be included in contracts
calling for both .supplies. and . research;
development, or demonstration work
where the latter work is a primary pur-
posé of the contract. In all other con-
tracts for both supplies and research,
.development, or demonsiration work, the
Authorization and Consent clause in
§ 9-9.102-1 shall be used. If the following
elause is imcluded in a eontract, the

clause In  §9-9.102-1 ghall not be
included.

AUTHORIZATION AND CONSENT

The Government heréby gives its author-
ization and consent for all use and manu-
facture of any invention described in and
covered by s patent of the United States in
the performance of this contrect or any part
hereof or any amendment hereto or any sub-
contract hereunder (including all lower-~tier
subtontracts). :

§ 9-9.103 Patent indemnification ef
Government by contractor.

In order that the Government may be
reimbursed for Hability for patent in-
fringement arising out .of or resulting
from the performance of construction

coniracts or eontracts for supplies, in-

cluding standard parts and components
which normally are or have been sold or
offered for sale to the puhblic in the com-
mercial open market, or which are the
same as such supplies with a relatively
minor modification thereof, a clause pro-
viding for indemnification of the Govern-
ment shall be included in such contracts
&s well as in subcontracts, as appropriate,
in accordance with the instructions set
forth below. However, & Patent Indem-
nity clause normally shall not be used in
contracts or subcontracts:

(a)} When the Authorization and Con-
sent clause in § 9-9.102-2 applicable to
research, development, or demonstration
contracts is authorized, except that In
contracts calling also for supplies of the
kind described above, of for supplying
standard parts or components, the Patent
Indemnity clause in § 9-9.103-3(b) may
be used with respect to such supplies; in
subcontracts thereunder, the Patent In-
demnity clause of § 9-9,103-1 or $-9.103-3
(b) shall be used as appropriate.

(b} Whern the contract 15 for supplies

which clearly sre not, or have not bee‘n.
sold or offered for sale to the public in
the commercial open market;

f¢) When both performance and’

delivery are to be outside the United
Btates, its possessions, or Puerto Rico,
unless the contract indicates that the
supplies are ultimately to be shipped into
the United States, its possessions or
Puerto Rico, in which case the instruc-
tions of § 9-9.103-1 or § 9—9 103—3 are ap-
plicable; or

(d) When the contract :1s for an
amount of $10,000 or less (as a matter of

administrative convenience, however, the =

clause need not be deleted where it is 8

part of a standard form being used for
such contracts, since it is self-deleting),

£ 9-9.103~1 Patent indemnification in

formally advertised contracts~—com-
mercial status predetermined.
Except as prohibited by § 9-9.103, the
following clause is appropriate in formal-
1y advertised contracis for supplies when
it has been determined in advance of is-
suing the invitation for bids that the
supplies (or such supplies apart from
relatively minor modifications to be
made thereto) normally are or hs,ve been
sold or offered for sale by any supplier
to the public in the commercial open
market: -




PATENT INDEMNITY
If the amount of this contract i in excess
of 310,000, the Contractor shall indemnify
the Government and iie officers, agents, and

employees against lability, including costs, -

for infringement of any United Statee letters
patent (except U.B. 1etters patent issued upon
an application which is now or mey here-
aftér be kept secret or otherwise withheid
from 1issue by crder of the Qovernment)

-arising out of the manufacture or delivery
of supplies or out of construction, altera~

tion, modification, or repair of real property
(hereinafter referred to as ‘construction
work™) under this contract, or out of the
use or disposal by or for the account.of the
Qovernment of such supplies or construction
work. The foregoing indemnity shall not ap-
ply uniess the Contractor shall have been in-
formed as soon as practicable by the Govern-
ment of the suit or action alleging’ such
tnfringement, and shall have been given such
opportunity as is aforded by applicable laws,
rules, or regulations to participate in the de-
fense thereof; and further, such indemnity
ghall not apply to: (a) An infringement re-
sulting from compliance with specific writ-
ten instructions of the Contracting Officer
directing a change in the supplies to be deliv-
ered or in the materials or eguipment to be
used, or directing & manner of performance
of the contract hot normally used by the
Contractor; (b) an infringement resulting
from addition to, or change in, such supplies
or components furnished or construction
work performed which addition or change
was matle subsequent to delivery or perform-
ance by the Contractor; or (¢} a claimed In-
fringement which is settled without the con-
sent of the Contractor, unless required by
final decrec of & court of competent jurisdic-
tion.

§9-9.103-2 [Reserved]

§ 9-9.103-3 Patent indemnification in
negotinled contracts. i
 {The fact that a contract is negotiated
does not preclude inclusion of & Patent
Indemnity clause in such a contract, and
such clause may be included in negoti-
ated construction contracts and in con-
tracts for supplies wheh such supplies
normally are or have been sold or offered
for sale to the public in the commercial
open markef, or are such supplies with
relatively minor modifications made
thereto, or in contracts for supplying
standard parts or components.

{a) Subject to the foregoing and to
the prohibitions in § 8-9.103; the clause
in § 9-9.103-1 is approved for use in ne-
gotiated contracts for construction work
or supplies. : g

¢(b) Except as prohibited by § 8-9.103,
the following clause is appropriate in re-
search, development, or demonstration
contracts when it has been determined
by ERDA in any particular contracting
situation that the contract will require
standard supplies sold or offered for sale
to the public on the commercial open
arket or utilize the contractor’s prac-
tices or methods which normally are or
have been used in providing goods and
services on the commercial open market.

PATENT INDEMNITY

The Contractor shall indemnify the Gov-
ernment and its officers, agents, and employ-
see against Uability, including costs, for in-
fringement of U.B. Letters: Patent (except
U.B. Letters Patent issued upon an applica-
tton which 1s now or may hereafter be kept

peeret or otherwise withheld from issue by
order of the Government) resulting. from
the Contractor’s: (a) Purnlshing or supply-.
ing standard parts or components which

have been sold or offered for sale to the pub-

lic on the commercial open market; or (b)

utilizing its normal! practices or methods
which normally are or have been used in-
providing goods and services in the commer--
efal -open market, in the performance of the
contract; or (c) utilizing any paris, compo-
nents, practices, or methods to the extent to
whi¢h the Contractor has secured indemni-

fication from lability. The foregoing indem-
nity shall not apply unless the Contractor.
shall have been informed as soon as practi-
cable by the Govérnment of the suit or ac-
tion slleging such infringement, and shall’
have been glven such opportunity as is. af-
forded by applicable laws, rules, Or regula-
ttongz to participate in the defense thereof;

and’ further, such indemnity "shall not
apply to a claimed Infringement which

18 settled without the consent of. the
Contractor, unless required by final decree
of a_court of competent jurisdiction or to
an Infringement resulting from addition to
or change in such supplies or components
furnished or construction work performed
which addition or change was made subse-
quent to delivery or performance by the
Contractor. . .

§ 9-9.103--4 Waiver of indemnity by the

Government, :

If it is desired to exempt one or more -
specified United States patents from.the
Patent Indemnity clause in § 9-9:103-1
and § 9-9.103-3 (b}, concurrence for such
exemption shall he obtained from the
patent counsel assisting the procuring
activity, and the following clause shall”
be included in the contraet, in addition
to the Patent Indemnity clause. '

WAIVER OF INDEMNITY ‘

- Any provision of this contract to.the con-
trary - notwithstanding, the Government .
hereby authorizes snd consents to the use
and msanufacture, solely in the performance
of this contract, of any invention covered
by the United States patents identlfied as
iisted below, and waives indémnification by
the Contractor with respect to such patents:
(Identify the patents by number or by other
means If more appropriate). ’ .

§ 9-9.104 Notice and assistance,

The Government should be notified by.
the contractor of all claims of infringe-

-ment in connection with the performance

of a Government contract which come to
the contractor's attention. The contrac-
tor should alse assist the Government, to
the extent of evidence and information
in the possession of the contractor, in
connection with any suit against the
Government, or any claims against the'
Government made before suit has been
instituted, on account of any alieged pat-
ent or copyright infringement arising out
of or resulting from the performance of
the contract. Accordingly, the following
clause shall be included in all contracts
in exeess of $10,000 for supplies, services,
construction, research, development, or
demonstration work. However, the clause
shall not be included in contracts: )
. {a) Where both performénce and de-
livery are to be outside the United States,
its possessions, or Puerto Rico, unless the
contract indicates that the supplies are
ultimately to be shipped into the United
Btates, its possessions, or Puerto Rico; or




P of smoooorleu (uamntﬁm-of
administrative conventerice, howevei, the
c.lauseneednbtbedelet.edwhentnspart
of & standard form being used for such
‘contracts Eince 1t is seif-deleﬁng)

No-ncs AND Asms'rmc: REGARDING Pn-nu' AND
Oo?m-n- Innm'am

The Provisions of this clstuse shall be ap-
plioable only if the mmt of this contract
exceeds $10,000.

(&) The Contractor shall report to the Gon-
tracting Officer, promptly. and .in- reasonabie
wriiten detail, each notice o claim of. patent
or copyright infringemeént based on the per-
formance of thie contract of which t-he Con-~
tractor has knowiledge.

(b) In ‘the event of any clalm or sult
against the Government on account of any
alleged patent or copyright ihfringement
arlsing out of the performance of this con-
tract or out of the wuse of any supplies
furnished or work or services performed here-
under, -the Contractor gshall furnish to the
government when requested by the Con-
tracting Officer; all evidence and information
in possession of the Contractor pertaining to
such sult or claim. Such evidence and Infor-
meation shall be furnished at the expense 6f
the Governmert except where the Conatrac-
‘tor has agreed to Indemnify the Government.

{¢) This clause shall be inciuded in all
subcontracts.

§ 9~?.105 [Reaerved]
§9.9.106 Classified inventions.

. Unsauthorized disclosure of classified
‘subject matter, whether in a patent ap-
plication or resullng from the issuance
of & patent, may be a violation of not
only the Atomic Energy Act of 1954, as
smended, and othér laws relating {o
espionage and national sezurity, but also
‘provisions pertaining to disclosure of in-
formsation incorporated in the contract.
_Accordingly, the following clause shall be
included in every contract which covers
or is likely to cover cla.ssiﬂed subject
matter.

Cussm Imns

(a) The Contractor shall fiot file' or ¢ause
to be filed on any invehtion or dlscovery con-
celved or first actually reduced to practice 1n
the course of or under this contract in any
country other than the United States, an ap-
piecation or registration for s patent without
firat obtaining writt>n approm of the Con-
tmcting Officer.

(b) When GUing & pstent application in the
United States on an invention or discovery
concelved or first actually reduced to prac-
‘tice in the course of or under this contract
the subject matter of which is classified for
reesons of security, the Contractor shall ob-
ssrve all applicable security regulations cov~
ering the iransmission of ciassified subject
matter. When téanmnitting the patent ap-
plcation to the Unlted States Putent and
Trademaik Office, the Coniractor shail by
separate letter identify by agericy ahd num-
ber the contract of contracts which require
security classification mrkings to be placed
on the- u.ppnc.aﬂon -

‘{e) The substahce of this clausa ahau be
included in sibéontracts which cover or are
likely to cover classified subject matter.

£9.9.107 Patent rights urider. cunlracls
for research, development and dem-
onstration and Inder specml con-

© fracts.

5 9-9, 107—1 General.

“This section sets forth the policies,
p;'ocedures. and practices of ERDA .in
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connection with nventions, patents, and
related mabters based upon the Atomic

-Energy Act of 1954, a3 amended (42 USC
'2182), and the Federsl Nonntclear

mergy Research. and Development Act
of 1974 {42 UBC 5908) ; and, to the extent

" not ihconsistent with the foregoing stat-

utes, the revised Presidential ‘Memoran-
dum and Statement of Government
Patent Policy, August 23, 1971 (36 R.R.
-16887-16892) . Bection 152 of the Atomic
Energy Act provides that the title to in~
ventions useful in the nuclear endrgy
fleld made or conceived in the course of
or under & contract, subcontract, or ar-
rangemient entered into for the benefit of
the Commission (now ERDA) 'shall be
vested in the Government. Government
rights in such an invention may be
waived consistent with the policy of Sec-
tion 152. In a similar manner, Section 9
of the Ftderal Nonnuclear Energy Re-
search and Development Act provides
that title to inventions made or conceived
in the course of or under ERDA contracts
other than in the nuclear énergy field
shall vest in the Government and that all
or part of the rights of the Government
in such inventiohs may be waived if it is
determined, in conformity with the pro-
visions of Section 8, that the interests of
the United States and the general public
will best be served by such waiver.

§ 9-9.107-2 [Reserved]l

§ 9-9.107-3 'Policy.

- {a) Whenever any invention is made
or conceived in the course of or under
any contract of ERDA, titie to such in-
vention shall vest in the United States
utiless the Administrator or his designee
waives all or any part of the rights of the
United States. While waivers gre to be
granted only in conformity with the

specific minimum considerations and

under the carefully delineated conditions
set forth in-§ 8-0,109-6, it is recognized
that waivers comprise a necessary part
of -the commercialization incentives
available to ERDA. It is intenided, there-
fore, that waivers will be provided in ap-
propriate situations to encourage indus-
trial participation and foster rapid com-

mercial  utilization. tn the overall best
interest of the United States and the
general public. With regard to any waiv-
ers granted under this Part 8-8, ERDA
shall maintain a publicly available, pe-
riodiecally updated record of such waiver
determinations.

{b) In coniracts having as a purpose
the conduct.of research, development or
demonstration work and in other speclal
contracts,” the. Government sghall nor-
mally acquire title in and to any inven-

ton or discovery conceivedl or first ac-

tually reduced to practice in the course
of or utider the coniract, allowing the

.contractor to retain a nonexclusive, rev-

oceble, paid-up license in the invention
and the right to file and retain title in

-anhy foreign country in which the Gov-

ernment-does not elect to secure patent
rights, The contractor's nonexclusive

license refained in the invention may be
revoked or modified by ERDA ouly to
the extent DEecessary to achieve expeii-

tious practica.l appleation of the ixven-
tion pursuant to an application for and
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‘the grant of an exclusive hcense ifi.the
invention..

(¢} In contracts havmg as 8 purpose
the conduct of research, development or
demonstration work a.nd in other special
contracts the Government may have.to
-acquire the right to require licensing of
background patent rights by the con-
tractor to insure reasonable pubhc gvail-
-ability and accessibility .necessary to

_practice the subject .of the contract
in the fields of technelogy specifically
. contemplated in .the contract effort.
The need for background patent rights
and the pariicular rights. that. should
be obtamed for either the Govern-
ment or the public will dépend upon
the type, purpose, and scope of the con-
iraci effort, and the cost to the Govern-
.menf, of obtaining such rights. Accord-
ingly,-the background, pafent rights pro-
vision. which will be. appropriate for
many contract situations.is included in
the Patent Rights clause, = .

@) Nothing in this Part 9-8 shall be
deemed to convey to any individual,
corporation or othér business organiza-
tion immunity from civil or criminal li-
ability, or to ereate defenses to actmns
under the sntitrust laws.. | I

£9-9.107-4 Proecdures.-

. {a) . Selection of. Patent Rights
clause—(1) Whenever. a contract, sub-
contract or other arrangement has as a
purpose the conduct of research, devel-
opment or demonstration work; the op-

_eration of & GGovernment-owned research
_or production facility, the furnishing of
- architect-enginéer, design or-other spe-
cial services, or the coordination and di-
rection of the work of others, the con-
-tracting officer shall include in the pro-
" posed contract either the Patent Rights
clause of §9-9:.107-6(a); or-the clause of
§ 9-9.107-6. The clause set forth in-§ -
9:107-6 may be used only in contracts
calling for basic or applied research work
with non-profit' or educational institu-
tions or in eertain consultant contracts
as set forth in paragra.ph (ay (5) of thJ.S
section.
(2) 'The Patent Rights. clause.s of
§9-9.107-5(a) and §95-9.107-6 provide
that the Government shall aequire title
to each Invention made (i.e., conceived
or first actually reduced to practice) in
the course of or under the -contract.
However, the contractor shall retain in
such invention a nonexclusive, revocable
Ycense, and subject to ERDA security re-
quirements and regulations, may file and
retain title in any foreign country: in
which the Government doés not elect to
secure patent rights. The contractor or
the inventor may also retain - grea.ter

rights than these after an invention has |

been identified and reported to ERDA if
the Administrator or his designee defer-
mines that the interests of the United
States and the general public will best
be served by & waiver of such rights,
‘utilizing the cons:derations set: forth 1n
§ 0-9.109-6.

(3) : The Patent: Rights cla.uses shall
normally include the provisions set forth
in paragraph (1) of the clause.in. § 9-9.~
10%-5(8) and paragraph ({).of the clause
in § 9-9.107-8. If the contracting officer
determines that the work to he per-
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formed under the contmct wou.'ld not be
useful in the produetion or-uiilization of
special” nuclear miaterial. -or -atomic
energy, paragraphs (I) or- aH: may be
omitted. :
. (4 The: prmry missions of ERDA

“may require.that ‘certain rights in- the

contractor's’ privately developed . back-

‘ground patents be acquired for the Goy-
‘ernment’s - future production; research,

development and demonstration” proj-
ects. Similar rights 'may also be required

t6 enable private parties to utilize a sub-

Ject'of the contract in the fields of tech-~
nology specifically. conteniplated ih the
contract effort. To this end, subject o
specified “exceptions " and - negotiations,
the Patent Rights: ‘elause “in’ contracts
over $250,000 shall normally include
provisions obtaining: rights ‘of -the - t¥pe
specified- in § 9-9.107-5 - to such back-
groumd patents. Tt is recognized that the
precise rights fo be acquired will depend
upon' the facts of each situation and’'are
a matter for determination” by ERDA
and for negotintion with the contractor,
General guidelines for use by contract-
ing-officers and contract negotlators are
provided in § 9-9.107-5(b) .-

" (6) The short form FPatent Rights
clause in § 9-9.107-6 may be used in con-
tracts’ calling' for basic or a.pphed te-
search where the contractor 15 s non-
profit. or educationa! mstitution, and in
special sttuations such &g consuitant
contracts. However, this clanse ‘will not
be used in contracts calling for the op-
eration of Government-owned tacilities,
confracts in which an advance waiver or
greater rights has héen granted, in .oér-
tain consultant contracts as explained
itn § tg—s :107-6; -or in other spectal con-
rRC

(6) Solicitations and proposed con-
tracts shall provide offerors and prospec-
tive contractors: with: notice of and the
right to request, in advance of or within
30 days after the effective date of con-~
tracting, a waiver of all or any part of
the rights of the United States with re-
spect to subject inventions..In no event
will. the Iact that an offeror has re-
quested such. a waiver be a8 consideration
In the evaluation of his offer or the

.determination of his acceptability. If an

advance waiver js granted, the Patent
Rights clause of § §-9.107-5(n) -shail be
utilized wnd appropriately’ modified in
accordence - with - the: terms. pf such
waiyer. T'o provide  adeguats notice  to
prospective contractars. or offerors, the
following provision will bé inserted in all
solicitations which may.- result. in con-

fracts calling for resea.rch development

or demonstration:-

‘Offerors and prospective conitnctors ‘in se-
cordance with applicable statutes and EEDA
Regulations (41 -CFR 9-8.105-8) have the
right to request ln advance of or wlth.l.n 30
days. after the effective didte of contracting
awa.lveroranuranypa!'tottherlghtau
the 'Unrbed Btam in subject mwnﬂons

(1) Under its Acoess Permit Prog'ram
ERDA may make Restricted Data appli-
cable to civil uses of atomic energy svail-
able to persons requiring snch data for
use in thelr businiess, tride or profession.
Under such programs, the special terms




__a.nd conditions. of the type set forth in
16. CFR 112523 (k) angd (d) should be
nsed instead of the prov:nsmns set forth
-in this Part. .

b)  License .for dhe” Government
-Siates and fomestic. mmpal govern-
. ments. When a waiver is granted or for-

elgu rights ere retained by either the
contractor or the inventor, the Govern-
ment shall retain for the Unitéd States,
States, and domestic municipal govern-

ments a4 least a paid-up, nonexclusive,.

_irrevocable license in all applicable in-
_ ventions unless the Administrator or his
designee determines that it would not be
in.the publi¢ interest to acquire such
‘rights for the States and domestic mu-
_micipal governments, Requests by eon-
tractors for such detérminations, to-
gether with a justification therefor, shall
be submitted to the confracting officer.
.The contracting officer shall refer such
requests to the patent counsel:assisting
the procurmg activity for forwarding the
.request, -along with  appropriate - com-
ments and recommendations, to the As-
sistant General Counsel for Patents to
.serve us a basis for a determinsation by
the Administrator or his designee.
" {e) Right to sublicense foreign Goo-
ernments. The Patent Rights clause does
not provide ‘the Government with -the
right to grant.sublicenses to & foreign
_government pursuant to any treaty or
agreement in subject inventions to which
f.the confractor has been granted greater
or foreign rights. The Administrator or
his designee may determine at the time
ol ¢ontracting that it would be in the
_national interest to mequire this right, or
-he may reserve the right to make this
determination safter  the, invention is
identified. When such a determination is
made or such right is Teserved, the
Patent Rights clause should be amended
-assetformm§9-9107—5(d). A
L@y Ticense rights (apon request) to
.the -eomiractor. Paragraph (o) of the
Patent- Rights (long farm) -clause of
§ 9-9.107-5(a) specifies the license rights
“retained by the contractor in inventions
made inthe course of or under the con-~
“traet. In appropriate circumstances, such
as in contracts for the operation of Gov-
rernment-owned facilities or special long
term, cost relmburBement'Govemment—
funded research, development or dem-
“onstration werk, this provision shall be
modified t provide s revocable, nonex-
‘clusive, royalty-free livense in Inventions
‘only upon request by the contractor for
reservation of such license. In such sit-
uations, the paragraph sef Iorth in § 9~
~ 81075 (e) shall he substituted for para-
graph (c) (1) 'of the Patent Rights ¢long
form) clause. However, in programs of
the type discussed in § 9-9.107-4{a) (7},
or in certain contracts or subcontracts
involving access to Restricted Data, roy-
-alty free licenses shall not necessarily be
‘granted with respect “40. inventions or
«discoveries resujting from the contrac-
‘tor's - or subcontiactors acoess {0 Re-
strleted Data.
(e License rights’ to. contractor (ir-
revocable). Paragrabh {c) (1) of the
“Patent Rights (Jong form) clause speci«
:ﬂes that the lsowse rights retahleﬂ by
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the contractor in such inventions are re-
vocahle, In special circumstanees the li-

_cense may be irrevocable, in which case
_the paragraph {(e) (1). set forth in § 9-
8.107-5(f) shall be substituted for par-
-agraphs (o) (1), (e)(2) and (e)(3) of
the Patents R.ights (long form) cleuse.

Since granting irrevocable licenses may
interfere with ERDA's licensing program
which is intended to promote the com-
mercial utilization of inventions result-
ing from. its research, development, or
demonstration programs,  contractors
desiring irrevocable licenses shall sub-
mit & written request with a justification
to the contracting officer. The contract-
ing officer shall refer such requests to the
patent counsel -assisting the procuring
activity - for forwarding the requesi,
along with -appropriate comments ard
recommendations to the Assistant Gen-
eral Counsel for Patents to serve as & ba~
sis for spproval by the Administrator or
his designee.

{f) Contractor sublicensing. The right
of a contractor having a license as sef
forth in paragraphs (d). and (e) of this
section to grant a revocable license to
one or more sublicensees may he con-
sidered appropriate by the Administra-
tor or his designee in certain circum-
stances, such as, for example, where the
cohtractor is cost sharing; where the
contractor’s -control or involvement in
the technology which is the subject of
the contract is substantial; where the
reservation of licensing rights in the
contractor would best promote commer-’
cializption or utilization of the technol-
ogy, or where substantial' segments of
the user population already have licenses
or would otherwisé be licensed. In such
situations, thé paragraph in § 9-8.107-5
‘(g) (1) may be substituted for para-
graph (c) (1) of §9-9.107-5(s), or the
paragraphs in § 8-9.107-5(g) (2) raey be
shbstituted = for -paragraphs (e) (1),
(c) (2, and (¢J (3) of § 9—9107~5(a.) as
appropmte
- (g) Facilities Ticense. Whenever a ¢on-
$ract has as a purpose the design, con-
struction or operation of a Goverlunent-
owned “research, developmeni, demon-
stration, or production facilily, it is
necessary that the Government be ac-

“garded  certain Tights with respect to

further use of the facility by or on be-
half of the Government upon termina-
tion of the contract, including the right
to make, use, transfer, or otherwise dis-
pose ‘of all articles, materials, products,
Or Processes embodying inventions or

“discoveries used or embodied in the fa-

cility regardless of whether or not con-
ceived  or actually reduced to practice
under or in the course of such a coniract.
Accordingly, the paragraph of § 9-9.107-
5(h) shall be used in all-such contracts
in addition to the provisions of the’ “long
form” Patent Rights clause. i

~(h) Subecontracts. (1) The policy ex-
pressed in- § 9-8.107-3 i applicable fo
prime contracts and to subcontracts re-
gardiess of tier. The Patent Rights
claose -of - § 5-9.107-5(a) aqr §9-9.107-6
shall- be included tn all snbeontracts

‘having as®a purpose the conduct of re-
-search, @evelopment, or demonstration




work. However, the Patent Rights clause
contained - in the prime contract is not
to be deemed automatically appropriate
for subcontracts. For example, it would
not .be appropriate to the extent that
waivers have been granted the prime
contractor at the time of contracting. A
separate waiver, if any, must be obtained
by subcontractors. Further, the withi=
holding of payment  provision of - the
prime contraet will not normally be in-
cluded in a subcontract except upon re-
quest of the contracting officer and ex-
cept for subconiracts awarded by con-
tractors who operate Government-owned
facilities and for other special contract-
ing situations in which cases the with-
holding of payment provision may be
flowed - down to the first tier subcon-
tractor only. Whenever either the prime
contractor or & proposed subcontractor
considers the inclusion of the -Patent
Rights clause of §9-9.107-5(a) or
§ 9-9.107-6 to be Inappropriate, or the
subcontractor refuses to accept such a
clause in its subcontract, the matter
shall be referred prior to award of the
subcontract to the contracting officer for
resolution in accordance with § 9-9.107-
4(K). Upon such referral, the same con-
siderations and procedures. followed in
selecting the appropriate Patent Rights
clause included in the prime contract
shall be used in selecting the subcontract
clause.

(2) Contractors sha.li not ‘use thelr
ability to award subeontracts as eco-
nomic leverage to socquire rights - for
themselves in the inventions resulting
from subcontfracts, and a waiver granted
to a prime contracter is not normally
applicable to inventions of subcontrac-
tors..‘However, in appropriate circum-
stances -the prime. contractor's waiver
may be made applicable to the inventions
of any or sll subcontractors, such as, for
example, where: there are pre-existing
special research and development -ar-
rangements hetweén the prime contrac-
tor and subeontractor; or where the
prime contractor and subcontractor are
partners in a cooperative effort. In addi-
tion, in such circumstances the prime
contractor may be permitted to acquire
nonexclusive licenses in the subcontrac-
tor's {nventions when a waiver for sub-
contractor inventions is not applicable.

(i) Record of decisions. Patent Coun-
el assisting the procuring activity shall
record the basis for the following ac-
tions: (1) "Walvers at the time of con-
tracting; (2) Waivers granted on identi-
fled inventions; (3) Determinations that
no license need be obtained for States or
domestic municipal governments; ' (4)
Determinations that the right to subli-
cense foreign governments should be ob-
tained; and (5) The g'ra.u‘t of irrevoca.ble
hcenses "

. Publicatzon of iazventzan dwclo-
gures. The Patent Rights clauses specify
that the Government may duplicate and
disclose Invention disclosures reported
under the contract, although it is not
ERDA's practice to publish invention dis~
closures. Since public disclosure before
the filing of a U.S. patent application

may create a bé.r'to filing certain foreign
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apphcations, the claus&s also require that
patent approval for Yelease or publication
of information relating to the-contract
work be secured from patent’ ‘gotunsel
prior to any such release or “publication.
When the contraictor has’ ‘réquested. or
obtained a waiver, or has advised of its
interest in obtaining certain filing rights,
provision is made for ERDA .to use its
best: efforts to withhold release or- pith«
lication of such information for a speci-
fied time period in accordance with para-
graph (d)(1) of the clause in'§ 8-9.107-
5(a) to permit the timely filing of a v. S
pat.ent ‘application by the contractor.:

(k) Negotiations and deviations. Con-
tractmg officers . shall -contact, - the field
patent counsel assisting their activity or
the Assistant General Cournsel for Pat-
ents, for assistance to the contracting
officer in selecting, negotiating or ap-
proving appropriate patent, copyright,
and data clauses. It should be noted that
such clauses may be-involved in and
affected by the negotiations for a patent
waiver, In the ‘case of fleld activities,
patent counsel ‘will coordinate such re-
view and assistance with the. Chief Coury
sel in accordance with established logsl
procedures, Any intended departures or
deviations from the policy, procedures, or
the clauses specified -in- thiss Part  8-9
which shall constitute a deviation from
these regulations or:from the Federal
Procurement. Regulations shall be re-
ferred by the Contracting Officer to the
Assistant General Counsel for Patents for
review and concurrence prior to obtain<
ing-approval . in accordance: with §9-
1.109-2. A deviation amounting to a class
deviation to the FPR or the ERDA-PR
shall be forwarded through the ‘Assistant
General Coutisel for. Patents to. the Direc-
tor of. Procufement as provided in 59—
1. 109—2(b)

§ 9—9.107—5 Clause for conlracts (long

form). .

(a) Patent r;ghts clause. When t.he»
contracting officer has determined that
a contract falls within § 9-9,107—4(a) (1),
except where the clause of § 9-9.107-6 is
applicable, the following clause shall be
included in the contract.

- PaATENT R!GHTS L

(a) Deﬂnitions (1) "Bubject Invention'
means any invention or. discovery: of the

. contractor concelved or Grst actually reduced

to practice In the course of or under this
contract, and includes any art, method,: -Procs

_ ess, machine, manufacture. design, or com-

position of matier, or any new and ‘useful
improvément ‘thereof, or any: variety.of
plants, whether patented. or unpatented un-
der the Patent Laws of the Unlted States of
America or any forelgn countty.

{2) . “Contract” means any contract, grant
agreement, understanding, or other arrange-
ment, which inciudes research, development,
or demonstration Work, a.nd includes any as-
signment or substitution of parties,.

(3) “States snd domestic ‘municipal gov-

‘ernmpnts” fmeans’ the States of the United

States, the Distriet of Columbia, Puerto ‘Rico,
the Virgin Islands, American Samoa, /Guam,
the Trust Territory of the Pacific Islands,
and any’ politica.l subdivision and. agencies
thereot )

(4} "Govemment sgency“ l.ncluqea &n: ex-
ecutive départmeny, independent 'commis-
sion, board, office, agency, ndministrntion.




authority. Government corporation, or other
Government establishment of the Executive

Branch of . the Govem.ment of .the Uni‘oed :

Btataa of. Arnarlca y
(5) “*To the point of. pra.etical a.pplication"

means to manufacture in the case of & comt--

position or product, t6 practice In the case of
s process, or to operate fn the case of & ma-
chine and under such conditions as to estab-
Iish- that the inveation is belng worked:-and
that its benefits are reasonably accessible
to-the pubije. N

. (8) “Patent Oounsel" means the - ERDA
Pabent Counsel asslstlng the procuring ac-
tivity.

{b) Allocation ‘of principal fights—(1)
Assignment. to the Government. The Con-
tractor agrees to assign to.the Government
the entire right, title, and interest through-~
out. the world in. and to .each Subject In-
vention, except to the extent that rights are
Tetalned by the Contractor under-paragraphs
(b) (2) and (¢) of this clause.

(2) Greater. rights determinations. The
Contractor or the employes-ifiventor with
authorization of the Contractor may request
gréater rights than the nonexclusive. license
and :the . forslgn .patent rights provided in
paragraph. (c) -of this. elause on ldentified
inyentions,.in. mccordance with 41 .CFR
2-9.109--8. Such requests must be submitted
‘to “Patent Counsel (with notificatfon by
Patent . Counsel -to the Contracting Officer)
at the time of the first disclosure pursuant

. to paragraph .(e) (2)  of this.clause, or not
later than & months after conception or first
actual reduction to -practice, Whichever
ocours . firg, or such longér period as may
be authorized by Patent Counsel (with noti-
fication by Patent Counsel to the Contract-
‘ing Officer) for good cause ahown in writi.ng
by the Contractor.

(c) Minimum rights to the contmctor-—-
-(1}y Contractor leense, : ' The ' Contractor
reserves & revocable, ‘nonexclusive, paid-up
Heense :in -each patent application filed  In
‘any cou.ntry on.s Subfect Invention and a.ny
_resulting patent in which the Government
acquires -title, The. license sghall sxtend to

the Contractor's domestic subsidlsries and

affilintes, 1If any, within the corporate struc-
ture: of which the Contractor 1s a- part and
shall inciude the right to grant sublicenses
of the same scope to the extent the Con-
tractor was legally obligated to do 50 at the
time the contract was awarded. The license
shall be transferable only with. approval of
ERDA’ excepit when transferred to the suc-
cessor of that part of the Contractor's busi-
ness to which the {nvention perta.ms. o
{2} Revocalion limitations. The Contrac-
tor's nonexclusive license retained pursuant
to paragraph (¢) (1) of this ¢lause and sub-
licenses granted thereunder may be revoked
or modified by ERDA, either in whole or in
part, only to the extent necessary to achieve

expeditious practical application: of the Sub--

ject-Invention under ERDA's publisheéd 11-
venslng repulations (10 OFR Y81), and only
to.the extent anp exclusive license is acturlly
granted. This license ghall not be révoked in
that field of use and/or the geographical
areas in which the. Contractor, or its sub-
licensee, has brought the inverition to the
point: of practical application and continues
to-'make the benefits of the invention rea-
sonably accessible to-the public, or is ex-
pected to do 85 within o reasonable time.

{8) Revocation procedures. Before modi-
fication or revocation of the liceise or sub-
license, pursuant to paragraph(e) (2) of this
clauge, ERDA shall furnish the Contractor a
written notice of its intention to modify or
revoke the licénse and any sublicense there.
under, and the Contractor shall be ‘allowed
80 days, or such longer period as may be
authorized by the Patent Counsel (with noti-
fieation by Patent Counsel to the Contracting
" Officer) for ‘good cause shown in writing by
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the .Contractor, after such notice to show
musewhythencanseoranysuhunense
should not be modified or revoked. The .Con-
teactor shall have the right. 10, 'mppeal, in
accordance wif.h 10. CFR 781, any dsclsion
concerning the’ inodification ar nevouation
of his license or any sublicense,

(4) Fordign patent rights. Upon wrltben
request te Patent Counsel (with notification
by Patent Counsel-to the Contracting Offi-
cer), in accordance with paragraph (2) (2) (i)
of this clause, and subject to ERDA security
Tegulations and requlrements, there. ahall be
reserved to the Contractor, ar the employes-
inventor with authorization of the Cont.rac-
-for, the patent rights to & Subject Invention
in any foreign country where the Govern-
ment . has elected not 0. secu.re such rights
provided:

(1) The reciplent of such ﬂght.s when
specifically requested by ERDA and three

years after issuance of & forelgn patent dis- -

closing sald Subject Invention, shan furnish
ERDA a report setting forth:

{A) The commercisl use that iz bem.g
made, or 15 Intended to be made, of sald
invention, and. .

(B). The 5teps_taken to bring the inven-
tlon to.the point of practical application or
to make the invention avaflable Tor licensing,

(i1) The Government Bhall retaln gt least
sn irrevocable, nonexclusive, pald-up license
to make, use, and sell the invention through-~
out the world by or on behalf of the Govern-
ment (including any CGovernment agency)
and States and domestic municipal govern-
ments, unless the Administrator or Mis desig-
nee determines thatJdt would not be in the
public interest to acguire the license for the
Btates and domestic munieipal governments,

(i) Bubject to the rights granted in {c)
(1), (2} gnd (3) of this clause, the Admin-
ietrator or his designee shall have the right to
terminate the foreign patent-rights granted
in this paragraph {c)(4) in whole or in part
unless. the recipient of such rights demon-
strates to the satisfaction of the Administra-
tor or his designee that efectlve steps neces-
sary to acoomplish substantial utilization of
the -Invention have been taken or within a
rensopable time will bé taken, .

{iv} Bubject to the Tighis granted o [}
(1) (2), 8snd (3) of this clause, the Adminls-
trator. or his designee shall have the right,.
commencing - four years after foreign patent
rights are accorded under this paragraph
(c) (4), to requilre the granting of a nonex-
clusive or partially exclusive licemse 1t a
responsible applicant -or . applicants, upon
terms reasonabls under .the circumstances
and ih appropriate circumstances to termi-
nate sald foreign patent rights in whole or
in part, following = hearing upon notice
thereof to the public, upon & petition by
an interested person justifying such hearing:

(A) If the Adminlstrator or his deslgnee
determines, upon review of such material as

:

he ‘deems relevant, snd ‘after the recipient

of such rights, or other interested person, has
had: the apportunity to provide such relevant
and material information as the Adminldtra-

tor or his designec may require, that such .

foréign patent rights have tended substan-
tially. to lessen comipetition or to result in
undue market concentration in any segtion
of the United States in any Iine of commeree
1o which the technology relates; or :

(B) Uniless ihe reciplent of such rights
demonetrates to the satisfaction of the Ad-
ministrator or his. designee at such hearing
that the reciplent has taken effective steps,
or'within a reascnable time thereafter is ex-
pected to take such steps, necessary to Be-

complish -substantial utilization of the m— :

vention.’
{d) Filmy of patmt applications. (1) With

regpect to sach Subject Invention in which"

the Contracior or-the luvenior requests for-
eign patent rights in accordance with para-




gra.ph (c) (4} of this clause, & request nmy
also be made for the right to file and pros-
ecute the U.S. application on behalf of the
US. Government. If such request 1s granted,

the Contractor or JhAventor shall file a domes-.
tie. patent epplcation on the invention
within 6 months after the request for foreign
patent Tights 1s granted, or such longer pe-
riod of time ps may be approved by the Patent.
Counsel for good eause shown in writing by
the requester With respect to the invention,

the requester shall promptly notify the Pat-
ent Counsel  (with notification by Patent
Gounsel 16 the Oontmcting Officer) of any
decision. not.to file an applicetion.

{2) For each Subject Invertion on which a
domestit patent application is flled. by the
Contractor or inventor, the Contrastor or in-
ventor shail: = .

({) Within 2 months a.fter the ﬁling or
within 2 months after submission of the in-
ventlor disclosure if the patent application
previously has been filed, deliver to the Pat~
ent Counsel a coby of the application as filed
Including the fillng date ahd serial number;
.. (i) Within 6 months after filing the ap-
plicatidn or within 6 monthe after submitting
the invention disclosuré if the wpplication
has been filed previously, deliver to the Pat-
ent Counsel a duly exscuted and approved
Assignment to the. Government, on'a form
Bpecified hy the Government;

{iii) Provide the Patent Counsal with the
original pa.tent grant promptly after & patent
is issued om the application; and

(iv) Not less than 80 days before the ex-
piration of the response perlod for any ac-
tion requ!.red by the Patent and Trademerk
Office, notify the Patent Counsel of any. de-
cision not to. contlnue prosecution of the ap-
plicatlon

{3) With respect- o each Subject Inventlon
in which the Contractor or inventor has re-
guested foreign patent rights, the Gontract,or
or inventor shall file a patent applicition on
the invention in each foreign counfry in
which such request is granted in accordance
with applicable statutes and. regulatlons and
within one of the following periods: - -

(i} Blght months from the date of ﬂling
a corresponding United States application, or
if such an application is not filed, six months
irom the date the request was granted; -

(ii) Siz months from the date a license 18
grehted by the Commissioner of Patents and
Trademarks -to file the forelgn .patent ap-
plication where such filing has been prohib-
ited by security reasons; or .

{iti) Such longer periods as may be ap-
~proved by.the Patént Counsel for good- cause
shown !n writing by the Contmcbor or in-
ventor.

(4) Subject. to the lteense Bpeclﬁed m para-
graphs (c) (1), {2) and (3) of this clause, the
Contractor or invenior agrees to convey to
the Government, upon reguest, the entlre

. right, title, and interest in any foreign couns
try in which. the Gont:rnctor or inventor fails
to have a patent application Aled in ageord-
ance with paragraph {d) (3) of this clause, or
decides not to continue prosecution or to pay
any maintenaxice fees covering the inven-
ton. To avold Torfeiture of the patent. ap-
plication or patent the Contractor or inven.
tor shall, hot less than 80 days before the ex~
piration period for any wction required by
any Patent Office, noti.t‘y the Pafent Counsel
of such Iailure or decision, and deliver to the
Patent Counsel the. ‘'executed instruments
necessary for the eonveyanee speciﬁed in this
paragraph.

{e} Inveniion ﬁeutiﬂcuﬁon disc!nsures,
and reperts. (1) The Coatractor shall estab-
" 1ish and maintain active and effective proce-
dures to ensure that Subject Inventions are
promptly - identified and timely disclosed.
These procedures shall include the main-
tenance of laboratory notebooks or equiva-
lent records ahd any other records that are
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reasonably necessary to doucment the con-
ception and/or the Hrst'actual reductioh to;
practice of Subjiect Inventions, and’ reoords‘
which show that the procedures for identi- -
fying and dsclosing the Inyentions are fol=
lowed. Upon ‘requests;, the Contractor shall’
furnish’ the Contracting Officer & dwcriptmn-
of these procedures & that he may evaluat-e‘
and determine their effectiveness. )

(2Y The chtmctor shall furnish the Pat-
ent Counsel- (with noWlfication by Patent’
Counsel to the Contracting Oﬂicer) on an
ERDA-approved form: .

{1} A written report containing falr and‘
complete technical information concerning.
each Bubject - Invention within“6 months
after conception or first actual reduction to
practice whichever ccclirs first in-the course
of or under this contract, ‘but-in any event
prior to any ‘on sale, public use or: publie.
disclosure of such invention khown to the:
Contractor, The report shall identify ‘the’
contract and inventor and shall be suffici-
ently complete in techuical detall’ and ap-
propriately fllustrated by sketch or diagram
t0 convey to one skilled in the art to-which
the invention pertains a clear understanding
of the nature, purpose, operation, and to the .
extent khown, the physical, chemical, bio<
logical, or electrical cha,racteﬂsti_ce-.‘of the
invention. The report should also Include
any request for forelgn patent rights under
patagraph (c} {4} of this clause and any re-
quest to file a domestic patent epplication
under (d) (1) of this clause. However, such
requests shall be made within the period set
forth in paragraph (b)(2) of this clause.
When an invention is reported under. this
paragraph (e) (2} (1), 4t shedl be presumed
to have been made in the matner speclfied’
in Section 9(a) (1) and {2) of 42 U.8.C:5908"
unless the Contractor contends it -was not
80 made 1n accordance with parao'raph (g)
(2) (1) of this clause.

(1) Upon refjuest, but not more than an-
nually, interim reports on an ERDA~approved
form listing Subject Inventions and: sub-.
contragts awarded: -coritaining - & Patent
Rights clause for-that period n.nd certlfying
that:” ' :

. {A) The Ccntmctor-s procedures for
identifying ‘and disclosing Bubject Inven-
tlons as required by this paragraph (e) have
heen ‘followed throughout the reporting
period; ’

" {B) All SBubject Inventions have been dis-
closed or that there are no such inventions;

(C) Al subcontracts containing a Patent
Rights clause have been reported or that no
such’subcontracts - have been awarded; snd.

(i) A final report on an ERDA-approved
Iorm within three months: after ‘completion
of the contmct work Nsting all Subject In-
ventions and all subcontracts awarded comn-
taining b Patent Rights clause and certi.fytng
that:

(A} AN Subject Invent!ons have been dis-
closed or- that there were.- no. such mven—
tions; andg. ’

(B) AR subcontrscts containing . a Patent
Rights clause have been reported or that no
such subcontracts have been awarded. = -

{3): The Contractor shall obtain patent
agreements 1o effectuate. the provisions of
this - clause from .ail persons in-its employ
who perform any part of the work under this
contract except nontechnical personnel, such
as clerical employees and manual laborers,

(4) The Contractor egrees that the Gov-.

.eroment may duplicste and disclose Subject

Invention disclosures and sll other reporis
snd papers turnished or required to be furn-
ished pursmant to this.glause. Xf the Con-

tractor is to fle a Ioreign patent applica-

tion on & Subject Invention, the Govern-
ment azrees, upon wWritten request, to use its
best efforts to withhold' publ!caﬁon of such
invention disclosures until the expiration of

the time period specified in paragraph (d){1)



. of -this clause, but in no event sghall the
CGovernment or its employees be ua.bi.e for
any publication thereof. .

(f) Publication, It is recognized that dur-
ing the course of the work under this con-
tract, the Contractor or its employees Inay

from time to time desire to relesse or pub-

lUsh informgation . regarding scientific or

technical “developments conceived or first

actually reduced to practice in the course of
or under this contract, In order that public
disclosure of such Information will not ad-
versely affect the patent interests of ERDA
- or- the Contractor, patent approval for re-
Jease or publication -shall be secured from
Patent Cdunse] prior to any such release or
publication;

- {g) Forfeiture of rights iﬂ. unreported
Subject Inventions, (1) The Contractor shall
forfeit to the Government, at the request of

the Administrator or his designee, all rights’

in any Subje¢t Invention which the con-
tractor fails to report to Patent Counsel
(with notification by Patent Counsel to the
Contracting Officer) within € months after
thé time the Contractor:

(1) Files or causes to be filed a United
‘Btates or foreign patent app]ication thereon;
or

{i1) Subm.its the finzl report required by
paragraph (e) (2) (1) of this clause, which-
ever is later,

(2) However, .the Contractor ghall not
forfeit rights In 8 Subject Invention if, with-
in the time.specified in (1) (i} or (1) (ii1) of
this paragraph (g), the Contractor:

{i) Prepared s written decision based upon

‘& review of the record that the Invention
was either ¢onceived nor first actuelly re-
duced to practice in the course of or under
the contract and dellvers the same to Patent
‘Counse] (with notification by Patent.Counsel
'to the Contracting Officer}; or

- {il) Contending that the invention is not
A Subject Invention the Contractor never-
theless discloses the inventlon and &ll facts
pertinent to this contention to the Patent
Counsel (with notification by Patent Counse}
‘to the Contracting Officer}: or

(1if) Establishes that the fallure to dls-
close did not result from. the Contracbors
fault or negllgence

(3) Pending - written assignment of the
patent applications. and patents on & Sub-

“ject Inyention determined by the Adminis-
trator or his designee to be forfelted (such
determination to be s final decision under
the Disputes Clause of this contract), the
" Contractor shall be deemed to hold the in-
vention and the patent applications and pat-
ents pertaining thereto in trust for the Gov-
ernment. The forfeiture: provision of this
-paragraph (g) shall be in addition to and
shall not supersede other rights and reme-
dies which the Government may have wlth
respect to Subject Inventions.

. {h) Ezamination of records relating to in-
ventmns (1) The Contracting Officer or his
authorized representative, until the expira-
‘tion of -3 years after final payment under
this.’ contract, shall have the right to ex-
smine any books (including laboratory note-
. books), records, documents, and other sup-
porting data of the. Contractor which the
Contracting Officer_or his authorized repre-
' gentative reasonably deem Pertinent to the
- discovery-or identification of Subject Inven-
tions ‘or to determine compliance  with the
requh-ements of this clause.

(2) The Contracting Officer or his author-
jzed representative shall have the right to
examine all books  (including laboratory
notebooks), records and documents of the
Contractor relating to the conception of first
actual reduction to practice of fnventions in
the same field of technology as the work
under this' contract to determine whether
any such inventions are Subject Inventions,
it the Contractor refuses or fails to:
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{i) Establish the procedures of paragraph
{e) (1) of this clauss; or ]

(ii) Msintain and follow such procedures;
or . .

{iit) Coirect or eliminate any material de-
ﬁciency in. the procedures within thirty (30)
days after the Contracting Officer notiﬁes
thé Contractor of such a deflciency.

{1) Witrholding of payment (Noi appli-
cable {o subeontracis). (1) Any time before
final payment of the ‘amount of this con-
tract, the Contractipg Officer may, if he
desms such action warrented, withhold pay-
ment until a reserve not exceeding 50,000
or 5 percent of the amount of this contract,
whichever is less, shall have been &6t aside
tf in his opinion the Contracter fails to:

(1) Establish, maintain and follow effec-
tive procedures for identifying sand disclos-
ing Bubject Inventions pursuant to .para-
graph (€){1) of this clause; or

(ii) Disclose any Bubject Invention pur-
suant to paragraph (e) (2) (i) of this clause;

(11i) Deliver the interim reports pursuant
to paragraph. (e) (2) (1) of this clauge; or

{iv) Provide the information regarding
subcontracts. pursuant to paragraphb (j)(5)
of this clause; or

(v) Convey to the Government in an
ERDA approved form the title and/or rights
of the Government in each Bubject Inven-
tion, a5 required by this clause.

(2) The reserve or balance shall be with-
held until the Contracting Officer has de-
termined that the Contractor has rectified
whatever deficiencles exist and has delivered
all reports, disclosures, and other informs-
tion required by this clause,

(3) Fingl -payment under this contract
shall not be made by the Contracting Officer
before the Contractor delivers to Patent
Counsel all disclosures of Subject Inventions

‘and other information required by (e)(2) (i}

of this clause, the final report required by
(¢)'(2) (iii) of this clause, and Patent Coun-
sel has issued a patent clearance certifica-
tion to the Contracting Cfficer,

(4) The Contracting Officer may, in: hig
discretion, decrease or . increase the sums
withheld up to the maximum authorized
above. If the Contractor is a nonprofit’ orga-
nization, the mazimum amount that may he
withheld under this paragraph shall not ex~
céed #50,000 or 1 percent of the amount of
this contract, whichever is less. No amount
ghall be withheld under this paragraph while
the amount specified by this parsgraph is
belng withheld under other provisions of
the contract. The withhoelding of any amount
or subseguent payment thereof shall not be
construed as a waiver of any rights accruing
to the Government under this coniract.

(1) ‘Subconirdacts. (1) For the purpose of
this paragriph the term “Contractor” means
the party awarding a subcontract and the
term “Subcontractor” means the party belng
awarded a subcontract, regardless of tler.

(2) Unless otherwise authorlzed or di-
rected by the Contracting Officer, the Con-
tractor shall include the Patent Rights clause
of 41 CFR 9-9.107-5(a) or 41 CFR 9-9.107-6
as appropriate, modified to identify the par-
tles in any subcontract hereunder having as
& purpose the conduct of research, develop-
ment, or demonstration work. In the event of
refusal by & Bubcontractor to accept this
clause, or-if in the opinion-of the Contractor
this clause is inconsistent with ER,DA s pa.t-
ent policles, the Contractor:

(1) Shall promptly submit written notice
to the Contracting Officer setting forth rea-
sons for the Subcontractor refusal and other
Pertinent Information which may expedite
disposition of the matter; and

(1) Bhall not proceed with the subcon-
fract without she written authorization of
the Contracting Officer.




(3) Excopt as may be otherwise provided
in this clause, the Contractor shall not, in
any subcontract or by using & subcontract as
consideration therefor, acquire any rights in
1ts Subconfractor’s Subject Invention for the
Contractor's own use (as distinguished from
such rights as may be required solely to.ful-
A1l the Contractor's contract obligations te
the Government in the performance of this
‘contmct)

{4) All invention disclosures, reports, in-
gtruments, and other information required
to be furanished by the Subcontractor 1o

ERDA, under the provisions of a Patent
" Rights clause in any subcontract hereunder
msy, in the discretion of the Contracting
Officer, be furnished to the Contractor for
transmission to ERDA.

()  The Contractor ghall promptly -notify
the Contracting Officer in writing upon the
.award of any subcontract containing a Pat-
ent Rights clause by identifying the Sub-
contractor, the work to be performed under
the subconiract, and the dates of award, and
estimated completion, Upon the- request of
the Confracting Officer the Contractor shall
Turnish him & copy of the subcontract.

(6) The Contractor shall identify all Sub-
ject Inventions of the Subcontractor of which
it acquires knowledge in the performance of
this contract and shall notify the Patent
Counsel {with notification by Patent Counsel
to the Contracting Officer) promptly upon
the identification of the inventions.

(7) It 1s understood that the Government
Is a third party beneficiary of any subcon-
tract clause granting rights to the Govern-
ment in Bubject Inventions, and the Gon-
tractor hereby assigns to the CGovernment
ali rights that the Contractor would have to
enforce the Subcontractor’s obligations for
the benefit of the Government with respect
to Subject Inventions. The Contractor shall
not he oblipated to enforce the agreements
of any Subcontractor hereunder relating to
the obligations of the Subcontractor to the
Government regarding Subject Inventions.

_ (k) Background Patents. (1) “Background
Patent” ‘means a domestic patent covering
‘an invention or digcovery which is hot a Sub-
Jject Invention and which is owned or con-
trolled by the Contractor at any time
through the completion of this contract:
© ({). Wnich the Contractor, but not the
‘Government, bas the right to license to
others without obligation to pay royalties
thereon, and

(11) Infringement of which cannot reason-
ably be avolded upon the practice of any
specific process, method, machine, manhufac-
ture or composition of - matter (including
reiatively mincr modifications @ thereof)
which I5 & 'subject of the research, develop-
‘ment; or demonstration work per!ormed un-
der this contract,

(2) The Contractor agrees to. and does
hereby grant t0' the Government a royalt},r-
free, . nonexclusive, license under any Back-

ground Patent for purposes of practicing a
subject of this contract by or for the Gov-
" eérnment in research, development and dem-
onstration work only..
. (3) The Contractor also agrees that upon
written applicetion by the ERDA, it will
grant -to responstble parties for purposes of
practicing .a subject of this contract, non-
exclusive licenses under-any Background Pat-
ent on terms that are reasonable under the
cireumstances., If, however,  the Contractor
believes that exclusive or pariially exciusive
righte are necessary to achleve expeditious
commercial development or utilization, then
8 request may be made to ERDA far ERDA
apprroval of such licensing by the Contractor.

(4) Notwithstanding the -foregolng para-
graph (k) (3}, the Contractor shall not be
cbligated te lcense any Background Patent
if the Contractor demonstrates to the satis-
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Inction of the Admjnlstmter or- hls deaignee
that:

{1} a competitive altemative 'ho the sub-
ject matter covered by said Background FPat-
ent Is commercially available or.readily in-
troducible from cne or more. nther sources,
or

{1i) the Contractor or m Ilcansees are aup-
plying the subject matier. covered by said
Background Patent in sufficient quentity and
&b reasonable prices to satisfy market heeds,
or have taken effective steps or within &
reasonable time are expected to take ef-
fective steps to s0 supply the subject matter,

(1) Afomic energy. (1) No clalm for pecu~
blary award or compensation under the pro-
visions of the Atomic Energy Act of 1954,.88
amended, shall be asserted by. the Contractor
or its employees with respect .to any inven-
tion or discovery made or concelved in the
course of or under this contract,

(2) Except as otherwise authorized in
writing by the Contrecting Officer, the Con-
tractor will obtain patent sgreements {o ef-
fectuate the provisions of paragraph (1)(1)
of this clause from all persons. who perform
any part of the work under this contract, ex-
¢ept nontechnical personnel, siich as clerical
employees and manusal laborers. . .

{m) Limitation of rights. Nothing con-
talned in this patent rights clause. shall be
deemed to give the Governmént eny rights
with respect to any invention other than a
subject invention except as set forth in the
Patent Rights clause of this contract with
Tespect to Background Patents. and tne Fa-
cilities License, ..

(b) Licenses in ccmtractor Backgrmmd

. Patents, (1) It will normally be the case

that & contractor qualified to. perform
work under an ERDA contract will have
developed a degree of expertise in-the
general fleld of .activity -to which :the
confract relates. Accordingly, it will not
be unusual for a prospective contractor.
to have an established patent position
relating to the general fields of work to -
be performed under an ERDA. contract

- aid to have ongoing research and devel-

opment programs. in that general field
which could result in patentable inven-
tions. Since the contracter is obligated:
to apply its best efforts fo accomplishing
the objectives of the contract work, it is
to be expected that inventions ownhed or
controlled by the contractor at any time
during the contract period may be uti-
lized in connection with the work per-
formed under the confract. If such in-
ventions are or become the subject of
& patent, such patented inventions may
control a subject. of the contract..

(2) It is usually the case tha.t at the

time an ERDA contract is megotiated,

such inventions, if any, of the contractor
are not known to the Government and
may not be known to the contractor
elther. Use by the contractor of such in-
ventions in eonnection with the' con-
tract work does not necessarily result in
a need for rights in those inventions by
the Government or others. However, fail-
ure of ERDA to obtain limited rlghts on
behalf of the Government and/or third
parties in a narrow class of those inven-

" tions, defined as “Backeground Patents”,

could frustrate the objectives of ERDA
to prompily make the benefits of its pro-
grams widely available to the public and
to promote the commercial utilization
of the technology developed or deron-
strated under ERDA programs. There-




fore, it 18 ERDA’s policy to obtain limited
.license right$ in Background Patents on
.8 basls that is reasonable under the cir-
_cumstances of the particular contract
.nd takes inte account the relative equi~
ties of the contractor, the Government
and the general public. :
.. (3)Paragraph (k) of the Patent Rights
" clause of §9-9.107-5(a) sets out the
background patent provisions that will
be appropriate for many ERDA contract-
-ing situations by balancing the needs of
ERDA programs with the equities of the
contractor. This clause oblains-a paid-
. up, nonexclusive license for the Govern-
ment for research, development and
_demonstration work only and thus in-
_‘cludes. any use of the background patents
- under ERDA programs where research,
development or demonstration work is
being conducted. The clause also requires
_the contractor to license responsible par-
ties on reasonable terms at the request
"of ERDA in the field of technology spe-
" cifically contemplated in the contract
effort, The background provisions; how-
ever, are only applicable insofar as in-
-fringement of the patents cannot reason-
ably be avoided in order to utilize the
“results of the contract work for these
" purposes. Additionally, the clause is not
effective if the contractor can demon-

strate to the satisfaction of the Admin-.

istrator or his designee that commercial
alternatives are available or readily in-
“troduceable from one or more sources,
or that the contractor or its licensees
-are supplying the market in sufficient
. quantities and at reasonable pricés or
“have taken effective steps or within a
. reasonable time are expected to take ef-
fective steps to so supply the market. In
determining whether to request such i~
censing; ERDA will recognize the need,
- where appropriate, to limit licensing to
preserve the commercialization incen-
tives provided by the patent, and also to
‘. meet the needs of the publi¢ for early
availability of the technology
~ (4) Bubparagraph (k)¢ 1) defines
those inyentions which will fall within
.the definition. of . what constitutes a
background patent, while subparagraphs
(k) (2) and (k) {(3) define the scope or
fleld of use of any license granted. Al-
though ERDA sas stated in subparagraph
(3) of this paragraph (b) controls the
requesting of licenses to responsible par-
ties, the final resolution of questions re-
garding the scope of such licenses, the
“terms. thereof including reasonable
royalties are then lef§ to the negqtiation
of the parties with final resolution of
the issues being made by a court of com-
“petent jurisdiction if necessary. In sub-
paragraph (k) (4), the decision not to
- apply the licensing requiremerit of sub-
paragraph (k) (2), however, is subject to
the final dec1sfon of the Administrator
© or his designee. The final authority of
-ERDA in these decisions is required be-
cause the determinations are dependent
in substantial part on the requn'ements
of ERDA’s specific mission, :
" .(5) Balancing of the respective equi-
‘' ties In particular contracting situations,
however, may Tequire that parsgraph
"{k¥ be modified. Paragraph (k) shouid
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normally be deleted for contracts under

. $250,000 and may. not be appropriate in

certain types of study contracts, plan-
ning  contracts, -contracts with educa-
tional . institutxons, and contracts for
specialized equipment for  in-house use
by ERDA or not intended for further

" procurement by the Government or for

use by the public. Except for the deletion
of paragraph (k) in contracts under
$250,000 as permitted in this paragraph
(5), deletions or modifications of para-

: graph (k) set forth in this section are

to be made w1th the advice of patent
counsel,

(8) On the other hand, there will he
situations where the equities between the
Government and the contractor, or an-'
ticipated Govetnmeént needs, would re-
quire that rights be obtamed for either
the Government or for the public greater
than those set forth in paragraph (k).
For example, where (i) The contribution
of the Government towards the develop-
ment ‘and/or commercialization of the
Background - Patent is substantially
greater than that of the contractor, (i)
It is exbected that the Government may
be involved in special long-term proj-

“ects, or (lii) The Government may re-

quire substantial production, procure-
ment or utilization for purposes outside
of research, development, and demon-
stration, it may be necessary to obtain
greater rights. In' such situations, con-
sideration should be given to extending
the QGovernment’s rights beyond re-
search, development, and demonstration
work, or to adjust royalties that may be
due by the Government to reflect the
Government’s  contribution. Such ad-
Jjustment could take the form of credit
to be given the Government based upon
its contribution through the contract,
or a royalty based upon the relative con-
tributions of. the contractor and the
Government. Consideration could also be
given to utilizing the relative contribii-
tions in determining reasonable royaltms
to be charged to others, .

(7) Bimilarly, it may be necessary to
obtain greater rights for the public in
the contractor’s background patents
where, for example, the  contractor’s -
background patents cover the basic tech-
nology -intended to be developed under
the contract effort, rather than com-
ponents or products or processes which
are ancillary thereto. In such cases, sub-
paragraph (4) of paragraph (k) should
he deleted or modified as to the contract
a5 a whole or a portion thereof. Dele-
tionh or modification of subparagraph (4)
might also be appropriate where the fu-
ture market for the subject of the con-
tract will be very large and there are
presently only a few suppliers available,

(8) It may sglso be appropriate to
modify the rlghts acquired by paragraph
(k) where the contractor’s background
patent rights were of primary importance
in granting the contractor a waiver. For
example, if the contractor was permitted
to retain exclusive rights to Subject In-
ventions based upon the consideration
that both foreground and background in-
ventions would be Heensed at reasonable
roya.lties. then paragraph (k) should be




. .modified. The modifiration may be made
.. applicable to the fiekds of technology, in-
ventions, or other mts of the contract,
Concomitant with such medificgtion; the
_hcensmg obligatinns for subject: inven-
tions should alzu be modified t» be com-
patibie therewith. #n such casecs, the def-
- inition of “Background Patent” should

~ be broadened o include a1l patents wse-

ful in’the practice of & ssbject of-the
contract, and subparmgraph k) 4)
shouid be deleted  or - nwroprsately
modified.

(9) The application of pamgmph (k)
is limited to the practice of any gpecific
- process, method, or machine, mamufac-

- ture or composition of matter which is a
. Bubject of the research, development or
demonstration work performed under the
sontract, otherwise referred o us “& sub-
ject of this contract” in mbpamgmphs
{2) -and (3). The expression “s& subject
of this contract” is inbended to Hmit the
licensing regquired in pﬁmgmph x) to
the fields of techhology specifically con-
templated in the contract effort. During
- negotiations, when the subject matter of
the contract is known, s more specific
statement of the fields of technology in-
"tended to be covered may be substituted
for the expression “subject of this con-
tract”. For exampie, the' application of
paragraph (k) may be limited to the
generation of electric power utilizing coal
derived fuels, to h:g.h temperature gas
cooled reactnrs, or other specified felds of
technology of mt.erest to ERDA pro-

. grams,
(10) The cunsideratwns and state-
ments in the foregoimg subparagraphs
-41)~(9) of this paragraph also apply to
the negotintion, application and inclu-

sion  of background. patent rights Pro-

visions in subcontracts.

(c) License for the States mui domestw
municipel governments, ‘When thé Ad-
ministrator or hiz designee determines at

- the time of contracting that it woald not
be In the public interest to acquire a
paid-up license in subject inventions for
States and domestic municipal govern-

- ments, paragraph (¢) (4) (1) of the Pat-
ent Rights clanse in § 9-9.107-5(a) shall

- be replaced with the. muowmg pe.ra
graph {c)(4) (i) :

© 7 {#) The Government thaut retain at tenst
an irrevocable, nonexclusive, pald-up Lcense
1o make, use, and sell the invention throngh-
out the world by or on. behall of the Gov-

ernment of the United States (mch.id.i.ng any
Government agen.cy)

Ld). Right to subucense foreigu gov-
_eraments. (1) When the Administrator
ot his designee determines at the time of
vontracting that #t would be in the na-
- tlonal interest to acauire the right to sub-
Hcense forelgn governments. pursnant to
nnytreatyoraareement a semrtence shall
~ be added to the endl of paragragh {¢) (4)
{11) of the Patent Rights clause’ m §9-5.-
109-5(a) as follows: .

This loense ghall inotude the ﬂghto:the
Government 0. sublicense forelgn govern-
.Inenis pursuant to any. treaty or ammt
wlth such foreign governmants.

(%) When the Admhistrstor or_his
designee w!shes %o reserve the right to

mn‘kethedetefmmntxmtosubli:mse

- foreign - governments  pursuant to any

treaty or dgreement nrtil after the in-
yention has been identified; s setence
shﬂlbeaddedtoﬂxeendnfm.mgranh

- o3 (4 (i) of the Patent Bdg‘hts

in § 9-9.107-5(a) as foflows: -

" This-lteepee shell thelude the right of the
Government 40 sublicense foreign pgowvern-
ments pursuant to any treaty or sgreement

- with ‘such foreign governments if the Ad-

ministrator or his designes determines after
the invention has'been identified that it
would be 14 the national mtarest to acqul:re

' this right.

.. () License rights (upon. request) io
contractor {revocabie}. When fhe Ad-
ministrator er his’ designee determines
that the contractor inay, subject to the
provisions of § 9-8.107-4(s) (7) involving
access to Restricted Data, reserve s re-
vocable, nonexclusive, paid-up license in
Bubject Inventions, snly 11pon a request

by the coniractor for:the retention of

such a license, paragraph (¢} (1) of the-

.. ¢lause in § 9-9.107-5(a) shail be replaced

with the fellowing paragraph {¢): (1):
(e) (1) The Contrackor may reserve upon

- reguest a revocable; nonexclusive, paid-up

license in each patent application fled in
RIY country on & Subject Inventton anhd
any resulting patent in which the Gowern-
ment. acquires the title, The license shall
extend to the. Contiactor's domestic sub-

" stdiaries and sMifates,"1f sny, within the vor-

porate structure of which the Contractor is

-& part and shall inclhude the right to grant

sublicenses of the same scope to the extent
Mhe Contractor was legally obligated to do
80 at the time the contract was awarded, The
lcense shall be transferable only with ap-

‘proval of ERDA except when transferred

to the successor of thet part of the: Con-
tractor's business to- which the mvention

" pertaing.

{H Ltcense rights ta contractor (zr-
revocable), When the Adminisirator or
his designee determines that the con-
fractor may reserve an irzevocable, Bon«~
exclusive, paid-up license in the inven-
tions resulting from the contract, para-

graph (c) (1) of the Patent Rights clayse
of §9-8.107-5(a) ghall be replaced wlt.h
the following paragraph (e){(l), and

‘paragraphs (c){(2) and (e)(3) of §9-

8.107-5(a) and references thereto’ shall
be. cancelled: :

(c) (1) The Contractor reserves an h‘rev-
oeahle, nonexclusive, patd-up fivemse in
each patent spplication filed in any country

“en a Subject Invention angd any resulting
‘patent In which -the Goveinment acguires

title. The License shall extend to the Don-
tractor’s domestic subsidiaries ana affliates,
M- any, within the corporate etructwre of
whichtheﬁontmctorlsapartmdmm-
chude the right to grant subllicenses of the
Bame scope 1o the extent the Contractor was

legally obligated to do so ai the time the

coniract was awarded. The locense shall be
transferable only -with approval of ERDA ex-

cept when transferred to the sucpessor: of

that part of the Contractor's buainess to
Which the mvention pertaing.

. (g) Contractor w‘bzwenses (renoca-

- Ble). 1) When the Administrator or
" his designee ‘Qetermines at the fime of

contracting that, -as indicated | § 9~
8.107-4(5), # - would be In the Interests
of the Government to permit & contrac-
tor having the right to retain = revocable




. monéxciusive lcense in.8 subject inven-

" tion to have the further right to grant

+t0 one or more sublicensees: a4 revocable

.Ticense of the same scope, the following
paragraph may be substituted for para-
graph (¢) (1) of the Patent nght.s clause
.in § 9—9 107-5(n) : :

L fe) (1) The Contrsctor merves 8 revoca-
-b‘.le, nonexclustve, .paid-up Heense In - eash
- .patent application filed In any sountry on
.- & Bubject Invention and any resulting pat-
ent In which the Government acguires title.
- The license shall extend to the Contractor's
. domegtic subsidipries and afbliates, -if any,
within the corporate strocture of which the
Contractor 1= s part and shall include the
- right to grant revocable, nonexclusive subli-
censes of the same scope. The:lleense :ghall
be transferable onty with approval:of ERDA
-except when transferred to the successor of
that part of the Contractor's business to
“which the Imvention pertains.

. (2 Where t.he Gontractor Yias - been
. granted.the right to retain. a nonexcla-
- give, irrevoceble license in-a subject in-
- yention, and it is determined as i (g) (1)
-+ of - this section to leave In the contractor
:the right fo grant one or more revocable
. sublicenses  thereunder, the. .following
three paragraphs will be substituted for
- parggraphs (¢) (13, (¢) (2),and (c} {3) of
the Patent Rxghts clause in §9—9 107-5
@y oo

T (.c) (1_)__ Contractor Iicense_. The Contractor
reserves an lrrevocable, nonexclusive, paid-
.up license in each patent application fied in
sny oountry on & Subject Invention and any
‘resulting patent in which the Government
acqulres title. The license shall extend to the
Contractor's domestic subsidiaries and afil-
iates, if any, within the corporate structure
of wb;ch the Contractor is & part and shell
tnciude. the yight to grant revocable, non-
exclusive sublicenses which are revocable
- under the same perms and conditions s set

. forth in paragraphs {¢) {2) and {(3) of this
..clause; The llcense shall be transierable only

- with approval of ERDA except when trans-
. Torred to the successor of that part of the
‘Contractor's business to which the inventfon
- {e}(2) Revocation Hmitetfions. Any sub-

- 'lcense granted by the Contractor may be
-.revoked or modified by ERDA, either in whole

. .or in part, -only to the exient necessary to

‘achteve expeditious practical application of
 the Stibject Invenitlon nnder ERDA pub-

. Mghed llesnsing regulations (10 CFR 781),
and only to the extent an exelusive license
is actually granted ‘This publicense shall not
be revoked in that fieid of nee and/or the
geographical aress in which the Contrac-

_tor, or 1ts sublicensee, has brought the ihven-
tlon to the polnt of practieal application and

- . eontinues 1o make the benefits of the inven-
_tion reasonably accessibie to the publie, or is
expected to do so within s reasonable time.

{¢) {8) Eevocation-procedures. Before mod-

. fication or revocation of any sublicense pur-
guani to paragraph {¢)(2) of this clause.
ERDA shall furnish the Contractor and the

 wublicensee written notice of its.intention to
_modify or revoke thé subileensé, 8nd the
Contractor and the sublicepsee shall be al-

. Jowed 30 days, or such longer period as may
be allowed . by the Palent Counsel -(with
notification by Patent Counsel io-the Con-
trae Officer) for good cause shown in
writing by the Contractor or the sublicensee.
_after such notlice to show cause why the sub-
Tivense should not be nodified or revoked,
“The Contractor or the rublicensse shall have
“the right to appeil In accordance with': 10
-CIR 181, any deelsion concerning the modifi-
cation. or revoestion of the sublcense.
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- (h) -Faeilities lcense. -'The ‘following

.- paragraph will be included as paragraph
-.(n) of the. Patent Rights (long form)
.-~clause in each contract having as & pur-

- -pose the design, construction, or opera=~

~tion. of a CGovernment-owned .research,

- development, demonstration or produc-

_tion facility, The scope of the license in

the following paragraph may, in appro-

. priate situations, be expanded to cover
- similar facilities.

-(n) Faeilities Ii‘.ceme.'ln addition to the
righis of the parties with respect to inven-

tions -or discoverles concelved of first ac-

tually reduced to practice in the course.of or
under this contract, the Contractor agrees to
and does hereby grant to the Government an
irrevocable, nonexclusive paid-up license in
and to any inventions or ‘discoverles regard-

" less .of: when conceived or actually reduced

to practice or scquired by the Contractor,

" which 6re owned or eontrolled by the Con-
.. tractor at any time through completion of

this contract and which are incorporated or
embodied in the construction of the Iacllity

. or which are utilized in the operdtion of the

!acilit.y( or' which cover articles, materials,
or prodiicts manufactured at the ‘factlity (1)
to practice or to have practicéd by or for the

. Gavernment at the facility, and.(2) to trans-

Ter--such license with the transfer of that
facllity. The acceptance. or exercise by the

‘Government of the aforesald rights and -

ecense shall not prevent the GGovernment at
any time from contasting the enforceability,

" walldity: or scope of, or title to, any rights

‘or pa'bents herein Iicensed,

8 9-9,107-6 Clause for contracls (short
) form)

The following clause may be used in-
stead .of the clause of § 9-9.107-5¢a) in
contracts for basic or applied research

: where 'the contractor is s nonprofit or

educational instifution and:. in special
situations including consultant contracts.
This clause shall not be used in long term

- consultancy - arrangements for work in

ERDA programs covered by ERDA Man-
ual Chapter -7604. In such instances the
clauses in: ERDAM 7604 shall be used.

. Also this clause is not to be used in con-

tracts calling for the operation of Gov-
ernment-owned facilities, or.contracts in
which an - advance -waiver has ‘been
granted, or other special contracts such
as those for the conduct of major long-
term continuing programs or basic agree-
ments providing for the asslgnments of
new tasks from time to time by mutual

‘agreement.

PATENT RIGHTS (SHORT Fonu)

(a) Deﬁniticms {1) “Bubject Invention”
means Ay Invention or discovery of the Con-
tractor conceived or first actually reduced
%o practice in. the course of or under this
contract, and includes any art, method, proc-
esg, machine, manufacture, design, or -com-
position .of matter, or any new-.and useful
improvement thereo:t or any .variety of
plants, whethér patented -or unpatented,
under the Patent Laws of the United States

‘ of America or any forelgh country..

{2) “Patent Counsel” means the ERDA
Patent 'Counsel assistirig the procuring
activity. .

(b) Imvention disclosures and reporis. (1)

.The Contractor shall furnish the -Patent

Counsel (with notification by Patent COun-
gel to the Contracting Officer):
(1) A writien report containing full aml

'eomplete technical Information concerning

Bubject Invention within 6 months




after conception or first actusal reduction to
practice whichever ccours first in the course
of or under this contract, but in any event
pricr t0 any:on eale, public use, or public
disclosure of such invention ¥mown to.the
Contractor, The report shall identify the con-
tract and inventor and shall be sufciently,,
ecomplete In technical detail and: appropri~
ately ‘illustrated - by sketch or diagram to
convey to one skilled in the. art o whith
the Invention pertains a clear understand-
ing of the nature, purpose, operation, and %o
the extent. known, the physical, chemical,
biologlcal, . or electrxcal characteﬂstws o:
the Invention; -~

(i) Upon request, but. not motre then an- :
nually, interim reports on an ERDA-approved
form listing Subject Inventions for that per
riod end certifying: that all Subject Inven-,
tions have peen disclosed or that there were
.. no such inventions; and.

(iii) .. A final report on an ERDA-approved
‘form within 3 months after completion of
the contract work listinig alt Subject Inven-
tlons and certifying that all Subject Inven-
tions have been disclosed’ or that there were
no such inventions. .

{2) The Contractor agrees that the Gov-
ernment may duplicate and discloge Subject
Invention disclosures and: all other reports
and papers. furnished or required to be fur-
nished pursuant to the contract.

{c) Allocation of principal rfghts --(1)
Asstgnment to the Government.

The Contractor. agrees t0¢ aSsign - to the
Government the entire right, title, and inter-
est throughout the world in and _to each Sub-
ject Inventiom, except to- the- extent that
rights are retained by the Contractor under
paragraphs {¢) {2} and (d) of this clause.

(2) Greater rights determinations. The
Contractor, or the employee-inventor with
authorization of the Contractor, may re-
quest greater rights than the ponexclusive
lcense and:-the foreign patent rights pro-
‘vided: In . paragraph. (d)  of this clause on.
identified inventions In accordance with the
procedure and criteria of 41 CFR 9-8.109-6. A
request for a determination of whether the
"Contrsctor or the efaployee-inventor is en-
titled to retain such greater rights must he
submitted to the Pgtent Counsel (with no-
tification by Patent Counesel to the Contract~
ing Officer) &t the time of the fixst disclosure
of the invention pursuant: to paragraph {Bb)
(1) of this cleuse or not later than ® months
after coneeption or first actual reduction to
practice, whickever oceurs first,” or such
longer period as may be authorized by the
Patent Counsel’ (with notification by Patent
Counsel to the Contracting Officer) for good
cause shown in writing by the: Contractor.
'The information. to be- submitted for a
greater rights determination is specified in
41 CFR 9-9.100-6(e).

() Minimum rights. to the contractor.
The Contractor reserves & revocable, hon-
exclusive, paid-up license in each patent ap-
plication filed in any country on a Subject
Invention and any resulting patent in which
the Government acquires  title., Revocation
shall -be in- accordance with the: procedure
of paragraphs (e¢).(2) and (3) of the clause
in 41 CFR 9-9.107-5(a).. The Contractor also
bas the right to request foreign rights in ac-
cordance with. the procedures of paragraph
(¢} (4) of the clause In 41 CFR 9-9.107-5(a).

‘(e) Employee and subcontractor agree-
ments. Unless otherwise authorized in writ-

. Ing by the Contractmg Officer, the Contrac-
tor ghall:

{1} Obtain patent agreements to effectu-
ate the provisions of the Patent Rights clause
from all persons who perform any part of the
work under this oomn-act £xcept nontechnl-
cal personnel, such as clerlcal employees and‘
manual laborers,’

i
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{2) Unless otherwise wauthorized or di-
rected: by the Contracting Officer, -the Con-
tractor shaell include the Patent Rights clause
of 41 CFR 9-0.10T-5(n) or 41 CFR 9-9.107-6,
88 a‘ppropria‘be modified to ldentlfy the par-
ties in any subcontract hersunder having as
B purpose the conduct of research, develop~
ment or demonstration work; and

(3} Promptly notify the Contracting Of-

ficer in writing upon the award of any sub-
contract containing a Patent Rights clause
by identifying the subcontractor, the work
to be performed. under the subcontract, and
the dates of award. and estimated comple-
tion. Upon the request’ of the Contracting
Officer the Contractor shall furnish’ a copy
ot’ the subcontract to such requester,

“(f). Atomic. emergy. (1} No claim: for pecu-
niary award or. compensation under. the
provisions of the Atomic Energy Act of 1854,
as amended, shall. be asserted by the. Con-
tractor or its employees with respect to any
invention or discovery made or. conceived
in the course of or under this contract;

(2) Except a8 otherwise authorized in writ-

ing by the Contracting Officer, the Contractor
will  obtaln - patent: agreements to effectuate
the provisions of paragraph (f).({1) of this
clause from sll persons. who perform -any
port of the work under this contract, _except
nontechnical personnel such as clerical em-
ployees and manual iaborers.

(g) Publication. In order that information
concerning: scientific or technical deveiop-
ments conceived or first actually reduced to
practice in the eourse of or under the con-
tract 2 not prematurely published 80 as to
adversely affect patent interest of ERDA, the
Contractor agrees to submlit to the Patent
Counsel for patent review a copy of each
paper 80 days prior to its intended publica-
tlon date. The Contractor may publish such
information after- expiratlon of:a 60-day pe-
riod following such - submission or -pricr
thereto if specifically ‘approved by Patent
Counsel, unless the Contractor is informed
that in order to protect” patentable subject
matter, pubucation ‘must be further delayed

§9-9. 107-7° Forexgn contracts. ¥,

. The clauses guthorized f6r contracts in
§ 9-9:107-5(2) and §9-0.107-6 ‘may be
modified by the contracting  officer in
consultation with patent counsel to meet
the requirements peculmr to fore1gn

_Procurement:

§ 9-9. 108 . [Reserved]

§ 9-9, 109 Admmlslratlon of . patcnt
. elauses..

§9-9.1 09-1 Patent nghll follow-up. -

~It is important that the Government
a.nd the contractor know and exercise
their rights in inventions: conceived .or
first actually reduced-to practice in the
course of or-under Government, contracts
in order to ensure their expeditious
availability to the public, to enable the
Government, the contractor, and. the
public to avoid unnecessar.v payment of
royalties  and: to © defend: themselves
against claims and suits for patent in<

“fringement. To attain these ends,- con-

tracts having Pafent  Rights - cIauses
should be so a.d.ministered that:

(a)- Inventions - are identified;  dis-
closed;, and reported as required by the
contract clauses;

() The rights of the Government In

_ such inventions gre established;

(c) When appropriste, patent a.ppllca—
tions are timely filed and prosecuted by
the contractor, the: inventor, or by the
G-ovemment as appropriate;




(@) 'The ﬁling of mwntapplmﬁons is
elwumen y formal mumems meh
as Heenses or usigmaem:; end

- {e) Expéditious commercial u'tﬂbal:ion
of such inveritions is achieved.

“§9.9.109-2 m:omtym

{a) The Patent Rights clause requjres
contractors £o establish snd mainiain ef-
fective procedures to ensure that in-
ventions made under the comntract are
‘identified, disclosed, and when eppro-
priate, patent applications filed, and that
the Government’s rights therein Are es-
tablished and protected, When it is de-
termined after the award of a contract
that the contractor or subcontractor may
not have a clear understanding of the
rights and obligations of the parties un-
der a Pateirt Rights ¢lause, s post-award
orientation conference or letter should
be used by ERDA to explain these rights
-and obligations, When reviewing ‘& con-
tractor’s procedures, particular attention
shall be given to ascertaining their ef-
fectiveness. for identifying and disclosing
inventions.

) A qualified _repmenta.ﬁve bf the
contractor shall furnish to the pafent
counsel {with notification by patent
counsel to the contracting officer} in-
terim reports upon request, and, upon
completion of the contract 'work & final
report setting forth:

(1) A list of all zubject mventions
made during the reporting period;

. (2) A certification that all subject -

ventions have been disclosed or that
there were ho such inventions, and that
the contractor’s procedures for identify-
ing and disclosing inventions have been
follewed throughout the period; o

{3) A 'Mst of all subcontracis entered

into during the reporting period which.

contain s Patent Rights clause, together
with copies of such subcontracts (if not
earlier furnished to ERDA), or a state-
ment that thére. were no such subcon-
tracts,

{c) Ordmarll'y nventions and discov-
eries will be reported on Form ERDA 213
(copies of which shail be made available
by patent counsel) or on such other form
that has been approved by patent coun-
sel. Reporting of inventions promptly
and before the completion of the work
under the respective comdracts will aid
patent -clearance. Bubmission of annual
terim reports, where contracts cover an
extended period, will aise facilitate the
disposition of patent matiers and expe~
dite the issuance of ﬂna.l patent clear-
ance;

§9-9.109-3 l"‘ollqw-up by Government.

- (a) 'With respect {o each contract, sub-
contract, or pther agreement under thejr
Jurisdictions, the heads of procuring ac-
tivities are ra;ppnsﬂale :

(1) For assuring compliance with —the
provisions of this Part 9-9 in executing
or approviag any contracts, suhcontra-cts,
other agreements, wun
other arrangements, er any supplements
thereto. The patent counsel assisting
their activity should be consulted to en-
sure that only authorized departure is
made from the réquirements set forth in
these regulations and that all substantive
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and proocediumral righis reqitired by sec-
Hon 152 of the Atomic Energy Act of
1954, ag amended, or section 9 of the Fed.
eral Nonnuclear Energy Research and
Development Act of 1974, are obtained;
L (2 For fransmitting the information
uested’ on .the Palent Information
iheet, Form ERDA 242, to the Assistant
al Counsel for Patents
¢ (3) For reviewing, in cnnsult.a.tion
th the contractor, subtontractor, or
vendor arrangements for obiaining a,de-
g'gabe patent ‘agreements from employees
d others performing work under any
contract, subcontract, or other agree-
ents containing patent provisions in

. s~ favor of the Government. (The form of

such patent agreement actually in use or
proposed for use shall be forwarded for
approvael to the patent counse] assisting
the procuring activity.) ; -

.(4) For forwarding & notice of cnm-
pletion or termination of the work and
a request for patent clearance to the As-
sisbant General Counsel for Patents for
each contract, subcontract, or wother
agreement containing patent provisions
‘glvinz rise to rights in the Govemment'
and

(5) For withholding payments due to
contractors in accordance with para-

graph <) of the Patent Rights clause of
§ 9-9.107-5¢(a) 1mtdl, in the case of in-
tetim reports; a determination has been
made In consultation with patent coun-
sel that existing deficiencies have been
corrécted or that delivery of all reports,
diselosures, and other information have
been made, or, in the case of final re-

ports, receipt of wriiten patent clearance’

certification from the Assistant Genera.l
Counsel for Patents. -

(b} 'The Assistant General Counsel for
Patents, upon receipt of the Patent In-
formation Sheet, Form ERDA 242, will
assign-the .patent responsibility and no-
tify the person who transmits the Infor-
“mation Sheet of the patent coumsel ag-
signed:to eonduct the patent sutveillance
of the reported contract, s-heonirect, or
other sgreement. Upon receipt of the no-
tice of completion or fermination as pro-
vided in paragraph {(a){4) of this sec-
tion, a notice of patent clearance will be
izssued by the Assistant Geperal Counsel
for Patents when there has been to his
best knowledge and belief comnplisnce
with the patent provisions.”

“{c} The patent counsel assigned to
assist the procuring activity will assist
contracting officers in selecting and nego-
tiating patent provisions, and in the case
of field activities, will coordinate such as-
_sistance with the Chief Counsel in ac-
cordanece with established loesl -proce-
dures. Patent counsel will generally
submit’ Patent Information sheets and
otherwise assist heads of procuring ac-
tivities, contractors, contracting officers,
subcontractors . and vendors in: Report-
ing of inventions and discoveries; re-
viewing and providing patent cleara.nce
prior to publication or release of reporis
and proposed technical articles and prior
to public relesse or disclosure of informa-
tlon regarding scientific and technical

developments made in the course of or
under the contract; handling claims for




patent and copyright infringement; the
preparaiion of certificates to initiate
patent clearance; and {he ha.ndlmg of
- pther patent matters.

. () Patent application fling and de-
termination of rights to inventions and
diseoveries. The Assistant General Coun-
sel for Patents or his designee shall;

. (1) Make the determination specified
ih Bection 9, (a) (1) and (2) of 42 US.C.
5908 concerning inventors;

- (2) Determine whether and where

patent protection will be obtained on
mventmns.

(3) Represent ERDA before domestic
and foreizn patent offices;

(4) Accept assignments and instru--

ments confirmatory of the Government s
rights to Inventions; and
(5} Represent ERDA in patent mat-
ters not specifically reserved to the Ad-
‘ministrator or his des:gnee undel these
Regulations,

§ 99,1094 Remedies

¥ a contractor  operating under a
Patent Rights clause Iails to establish,
maintain, or Iollow effective procedures
for identifying and disclosing inventions

" ag required by the Pateni{ Rights clause
or fails to correct any deficiency after no-
fice thereof, the eontracting officer may
require the confractor to make avaitable
for examination books, records, and doc-
uments relating to inventions in the same
field of technology as the contract to en-
able an agency determination of whether
there are such inventions, and may in-
voke the withholding of payments provi-
sion. Further, the contracting officer may
invoke the withholding of payments pro-
vision if a contractor fails to disclose an
invention deemed by ERDA to be a sub-
ject invention.

§9-9.109-5 .Conveyance of invention
rights acquiréd by the Government,

Whenever the Government acouires
the entire right, title, and inferest in an
invention pursuant to a contract or by
operation of law, assignments shall be
obtained from the invenfor to the Gov-
ernment with the consent of the con-
tractor, to perfect or confirm the Gov-
ernment’s rights. The form of convey-
ance of title from the inventor to the
contractor must be legally sufficient to
convey the rights the contractor is re-
guired to convey to the Government.

£ 9-9.109-6 Waivers.

(a) General, The Administrator or his
designee may walve all or any part of
the rights of the United States (other
than certzin rights prescribed in para-
graph (1) of this section) with respect
to any invention or class of inventions
made or which may be made by any per-
sont or class of persons in the course of or
under any contract of ERDA, {f it is de-
termined that the Interests of the United
States and the general public as.set forth
in the Atomic Energy Act of 1854, as
amended (42 0.8.C. 2182), and the Fed-
eral Wonnyuclegr Energy Research and
Development Act of 1874 {42 US.C.
5908, will best be served by such waivers.
In making such determinations, the Ad-
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ministrator or -his designee sha.ll have
the following objectives: - -

(1) Msaking the benefits of the energy
research, developmient, and demonstra-
tibn. program  widely  availahle to. the
public in the shortest practicable time;

(2) Promoting the commercial uﬁl].za
tion of such inventions; - -

(3) Encouraging partlcipatlon by pri-
vate persons in ERDA’s energy research,
development, and demonstratmn pro-
gram; and

(4) Fostering competitmn and pre-
venting undue market concentration or
the creation or maintenance of other sit-
}mtmns incons:stent wit.h the a.nt:trust
aws,

I it is not possible to abtam each of
these objectives immediately and simul-
taneously for any one waijver determina-
tion, the Administrator or his designee
will seek to reconcile these objectives in
Tight of the overall purposes of the pat-

“ent policy sections of the Atomic Energy

Act of 1954, as amended, and-of the Fed-
eral Nonnuclear Energy Research and
Development Act of 1974, Over time,
however, the application of this weiver
policy is expected to atiain each of these
objectives. In addition to the patent poli-
cies provided by legislation, and where

~ not inconsistent therewith, the waiver

determinations will also be guided by the
revised Presidential Memorandum and
Statement of Government Patent Policy
issued August 23, 1971 (36 FR 16887~
16892),

(b) Advance waiver. In delermining
whether a waiver to the contractor at the
time of confracting will best serve the
interests of the United States and the
general public, the Administrator or his

designee shall, as a minimum, specifi-

13311.‘1 include as consideratlons the foI-
W,

1) “I‘he extent to wmch the participa~-
tion of the contractor will expedite the
attamment of the purpos% of the pro-

gram

) 'I‘he extent to which a waiver of all
or any part of such rights in any or all
fields of technology is needed to secure
the participation of the particula.r con=
tractor;

(3) 'The extent to which the work to
be performed under the contract is use-
ful in’ the production or utilization of
special nuclear  material or “atomic
energy; -

(4) The extent to which the contrac-
tor’s commercial position may expedite
utilization of the research, development,
anhd demonstration program results;

(5) The extent to which the Govern-
ment has contributed to the field of tech-

~ nojogy to be funded under the contract;

(8) The purpose and nature of the
contract, including the intended wuse of
the results developed thereunder; i

(7) The extent to which the contractor
has made or. will make substantial in-’
vestment of financial resources. or tech-
nology developed at the contractor's pri-
vate expense which wiil directly benefit
the work to be performed under the con-
tract;

(8) 'The extent to which the ﬂeld of
technology to be funded nnder the con-



-‘tract has been devéloped at the contrac-
" tor’s private expense; - - :
;- (9) The extent to which the Govern-
ment intends to further develop to the
- pofrit of commercial utiltation the re-
sults of the contract effort; - - - -
{107 The extent to which the contract
bhjectives are concerned with the public
-health, public safety, or public welfare;
¢11) 'The likely effect of the waiver on
competition and market-concentration;
" (12) Im the case of a nonprofit educa-
- tional institution, the extent to which
_ such institution has a technology trans-
fer capability and program approved by
the Admmistrator or his designee as be-
ing consistent with the applicable poli-
cies of this section; and o :
(13) 'The smiall business status of the
conitractor. - Lo
(c) Waiver of identifled inventions. In
" determining whether a waiver to the
-contractor or inventor of rights to an
“identified invention will best serve the
.interests of the United States and the
-general public, the Administrator or his
designiee shall, as & minimum, specifi-
~cally include as considerdtions the fol-
lowing: C ) :
. (1) The extent to which such waiver is
4 reasonable and necessary incentive to
¢all forth private risk eapital for the de-
velopment and commercialization of the
‘fnvention; ~ - < U
-7 (2) The extent to which the plans, in-
tentions, and ability of the contractor or
inventor will obtain expeditious commer-
cialization of such invention; -
(%) The extent to which the Invention
is useful in the production or utilization
" of specisl nuclear material or atomic
energy;
... (4) The extent to which the Govern-
" raent has contributed to the field of tech-
nology of the invention; - .. =
(6) The purpose and nature of the
‘inverition, -including the: anticipated use
(6) The extent to which the contractor
has made or will make substantial in-
vestment of financial resources or tech-
nology developed at the contracior’s pri-
vate expense which will directly benefit
the commmercialization of the invention;
(7} The extent to which the field of
~technology of the invention has been de-
“veloped at the contractor’s expense;’
{8y The extent to which Government
" intends to further develop the Invention
to the point of commercial utilization;
(9) The extent to which the invention
is'concerned with-the public health, pub-
"He safety, or public welfare; . o
€10} The likely effect of the walver on
competition and market concentration;
{11) In the case of a nonprofit educa-
* tlanal institition, the extent to which
such - nstitution has a technology trans-
fer’ capability and program-approved by
‘the “Administrator ~or his .designee as
being  consistent with the applicable
- policies of this séction; and
" {12)_The small ‘business status of the
contractor. S ' S
. ¢d). Procedureés. (13 All waivér deter-
.minations ghall be initiated by a written
request. Stich requests may be submitted
by existing. or potential contraclors in
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the case of requests for an advance
waiver and by contractors or employee-
inventors in the case of reguests- for
walver for identified inventions. A re-
quest for an advance waiver may also be
made for an identified invention which
has - already been concelved and which
reasonahly may be first actually reduced
to practice in the course of or under an
ERDA coutract. Such waiver requests
must include a copy of ‘the patent or
patent application covering the identified
invention, : o

{2) A request for an advance waiver
shall be submitted to the contracting offi-
cer or to contractors for their subcon-

" tractors at anytime prior to execution of

the contract or within thirty (30) days
thereafter, but shoild noérmally be sub-
mitted as part of the contract proposal.
Advance waivers may also be requested
where the purpose or scope of work of
an existing contract is to be substantially
altered. When advance walvers are
granted, fhe rights set-forth in para-
graphs (b), (c) and (d) of the clause of
§ 9-8.107-5 (2) should be modified to con-
form to the waiver granted.

(3) ‘A request for waiver (other than
advance waivers) for-an identified in-
vention shall be submitied to the patent
counsel (with notification by patent
counsel to the contracting officer) at the
time the invention is reported to ERDA,
or not later thati nine (9) months after
conception or first métual reduction to
practice, whichever occurs first, or such
longer period as may be suthorized by
the patent coiinsel (with notification by
patent counsel to the contracting officer)
for good cause shown in writing by the
contractor or inventor. o

(4) All requests for walver received
by ERDA or iis contractors will be for-
warded promptly to the patent counsel
assisting the procuring activity, together
with any referenceé or suppdrting docu-

ments provided by “the requestor end

‘any documerts or comments - provided

by the staff of the activity. If the re-
quest for waiver appears to contain in-
sufficient informationi, the patent coun-

sel may seek additional. nformation
from the requestor fo. supplement the
request and ‘may also seek’ additional

‘information from other -sources, The

patent counsel will thoroughly analyze
the request in view of each of the objec-
tives and considerations sét forth in this
§9-9.109-6 and shall also consider the
overall Tights obtained by the Govern-
ment in the patent, copyright, and data
clauses of the contract.”Where it ap-
pears that a Iesser part of the rights
of the DUnited States’ than réquested
would be more appropriate-in view of
the policies sef forth in'this § 9-9.109-6,

‘the patent counsel should” attempt to

negotiate a4 eompromise’ acceptable: to
‘both the requestorand ERDA. = =
(5) “The patent counsel will prepare
and recommend & Statemeht of Consid-
erations setéing forth the rationale for
¢ither accepting or rejecting” the walver
request; While the Statement need-not
mgke specific findings a8 to each and
every consideration of paragraph (b
‘or (¢) of thissection, it will cover those

I
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thai ralse slgnificant issues and those
that are decisive, and it will explain the
basis for the recommended determina-
tion. There may be occasions when the
application of the various considerations
in (b} or (¢) of this section to & par-
ticular case could cause conflicting re«
giilts, and in those instances the differ-
ences will be reconciled giving due regard
to the overall policies set forth in this
§ 9-9.100-8. Field patent counsel will
coordinate actioris on advance walvers
with the Chief Counsel of the field office
concerned as required by local pro-
cedures.

(6) The Statement shall be torw&rded
to the Assistant General Counsel for
Patents to serve as a recommended basis
for the walver determination. The As-
sistant General Counsel for Patents will
also obtain comments from the appro-
priate ERDA program division to assist
the Administrator or his designee in the
walver determination. In sitiations
whetre time does not permit a delay in
contract negotiations for the prepara-
tion and malling of a full written State-
ment, field patent counsel may submit
& recommendation on the waiver verb-
ally to the Assistant Ceneral Counsel
for Patents and request a verbal deter-
mination from the Administrator or his
designee. Such action shall be promptly
confirmed in writing.

- {7} In meKing walver determinations
'the Administrator or his designee shall
objectively review all requests for waiver

in view of the objectives and considera-

tions set forth in this § 9-9.109-6. If this
“determination and the rationale therefor
is not accurately reflected In the recom-
mended Statement of Considerations, a
new 8taternent shall be prepared.

(8) Where the request for advance
walver has not been approved prior {o
the effective date of the contract and
the termis and conditions of the waiver
have thus not been made a part of the
contract,  the contracting officer shall
promptly. notify. the requestor. by letter
of the determination of the Administra-
tor or his designee, and the basls there-
for. If the advance waiver is approved,
the letter shall state the scope; terms,
and- conditions of such walver. Where
the terms and conditions of an approved
advance walver have not been made a
part of the contract, the letter shell
inform the requestor that the advance
waiver shall be effective (i) As of the
effective date of the contract for an ad-
vance waiver of inventions identified, i.e.,
condeived prior to the effective date of
‘the contract, or (i1} As of the date the
-invention s reported with an election
by the contractor to retain rights
therein, Le., for an invention conceived
or firgt actuauy reduced to practice after
the effective date of the contract; pro-
vided a copy of the letter is sisned and
returned to the. contractihg officer by
the requestor acknowledging the accept-
ance of the scope, terms, and conditions
of the advance waiver. After the accept-
ance by thé contractor of an advince
wa.iver, the contracting officer shall cause

& unilateral no-cost modification to be
made to the contract Incorporating the
terms and conditions of the waiver in

lieu of previous patent provisions. When=
ever g requested determination has been
denied, the requestor may, within thrity
(30) days, request reconsideration. Such
& request shall inélude any additional
facts and rationale not previously sub-
mitted which support the reguest. Re-
quests for reconsideration shall he. sub-
mitted and processed in accordance
with the procedures set forth in para-
graph (d) of this section.

{e) Conlent of waiver requests. (1) All
redquests for waiver shall include the
following information:

(i) 'The requestor's identl.ﬁcatmn,
busihess address, and, if represented by
counsel, the counsel’s name and.address;

(ii) An identification of the pertinent
contract or proposed contract and a
copy-of the contract statement of work
or a non-proprietary statement which
fully describes the proposed work to be
performed;

(i), ‘The nature and extent of wa.iver_
reftuested; -

(iv) A full and detailed statement of
facts, to the extent kmown by or avail-
able to the requestor, direcied to each of
the considerations set forth in paragraph
(b) or (¢) of this section, as applicable,
and a statement applying such facts and
considerations to the policles set forth
in paragraph (a) of this section. It is
important that this  submission - be
tailored to the unique aspects of each
request for waiver, and be as complete
&5 feasible; and
" (V) The signature of the requestor or
his authorized. representative with the
following statement:

The facts set forth in this request for

“walver sre within the knowledge o6f the

reguestor and are submitted with the in-
tention that the Administrator or his

- designee rely on them in reaching the walver
determination.

(2) Requests for walver for identified

" inventions shall, in addition to items (1)

iy—=C(v) above, include:

{1) The full names of all mvenwrs,

. (1i) A statement of whether a patent
application has been filed on the inven-
tion, together with & copy of such appli-
cation if filed, or, if not filed, & complete
description of the invention;

(iii) If a patent application has -not
been filed, any informsation which may
indicate a potential statatory bar to the
patenting of the invention. under 35
U.8.C. 102 or a statement that no such
bar is known to exist; and

(ivy Where the. requestor is the in-
ventor, written authorization from the
applicable  contractor or subcontractor
permitting the inventor to request 8
waiver. i

(3) Subject to ERDA regulations, re=
quirements, anhd . restrictions .on- the
treatment of propriet_ary and classified
information, all material submiited in
requests for waiver or in.support thereof
will be made available to the public
after a determination on the walver re-
quest has beern made, regardless of
whether ‘& waiver is granted. Accord-
ingly, requests for waiver should not
contain information or data that the
requestor is not willing to have made
public. ‘If proprietary or classified in-



~'foifnation is needed to make the waiver
_~‘determination,such information shall
~not be submitted unless speci.ﬁcally re-
i iquested by the pa.tent counsel:: ..
2ootf)  Record of waiver determinations.
- 'The "-Assistant : General Counsel “for
. ‘Patents shall maintain and periodically
~Update & publicly availlable record of
“waiver determinations. ‘

" (g) Waiver. situations and types of
“waivers. (1) The various factual situa-
- tions which are appropriate.for waivers
~ecannot be categorized precisely inas-
- much as the appropriateness 6f a waiver

will depéend upon:the manner in which
~the : conisiderations set. forth in ‘para-
“graph (b) or paragraph (¢) of ‘this
" section relate to the facls and cireum-
- .stahces” surrounding -the -particular

- gontracting situation ‘or the particular
invention in order to best achieve the
objectives set forth in paragraph (a) of
“‘this . section. - However, - some " examples
" where waivers might be appropriate are
~.the following: - -
(1) Cost sharing contracts;
¢li) Sityations in which ERDA i§ pro-
‘viding increased funding to a specific
-ongoing - privately :sponsored -research
: development, or demonstration project;
UL Situations nvolving the  private
“useof Government facllities and the con-
tractor s funding all or a part of such
R cost,s i
- (v) - Situations -in-which the’ equ1t1es
B of the contractor are so substantial in
relation of that of the Government that
- the waiver is necessary to obtain the par-
- ‘ticipation of the contractor; and - .

. (v) Bituations lnvo]vfng contracts

.. with. small businesses concerni.ng their
privately developed technology. .

{2y Asstated in paragraph (a) of this
““section, waivers may- be granted as to ail

. Qr any part of the rights of the United

. Sta.tes to an invention except for certain

‘rights sét forth in paragraph i) in this
. Bection.  Accordingly, the waiver of all

“patént rights that are friherent to an in-

¥ention, rather than part of the rights,

- will not necessarlly be appropriate. The
scope of the waiver will depend upon the
-relationship of the contractual situation
' or identified invention to the considera-

tions set forth in paragraph (b) or (¢) in

order to best achieve.the objectives set
“forth in paragraph (a) of this section.
For example, waivers may be restricted
“to g particular fleld of use in which the
~ contractor hes substantial equitiés or a

conimercial * position, or restricted to

those uses that are not the primary ob-
*ject of the contract effort. Waivers may
. also be limited to particular geographi-
-.cal locations, may be made efféctive only

for a specified duration of time, or may

require the contractor to license others

gt reduced royalties in consideration of
‘the ‘Government's contribution to the

regesrch, devempment or demonstrat:on
~effort. -

S8y Im adva.nce waivers of 1dentxﬁed

inventions, the invention will he deemed

to be a subject invention and the wiiver
{wﬂl e ‘congidered as being effective as
.-of thé eﬁ’ective date of the contract. This
will be frie regardiess of whether the
identified invention had been first
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actua.nyredtmdhpmﬂeemtortoﬂle
time of contracting or would be reduced
to practice under the contract. A purpose
of such waivers is to clarlfy and defintifze
the rights of the parties to such inven-
tions when the facts surrounding -the
first actual reduction fo practice prior
to or during the contract are or will -be
difficult to establish. .

(h) Waivers to eéducalional imﬂtu-

tions. (1) Except to the extent that a

nonprofit educational institution may be
engaged as a contractor operating a Gov-

“ernment-owned facllity or undertaking

other special contracts, the following
considerations apply to the granting .of
advance and identtfied waivers to educa-
tional institutions having an approved
technolopy transfer program and espa-

bility. To obtain approval of iis tech- -

nology transfer program, educational n-
stitutions shall forward their requests to
ERDA as provided ln paragraph (2) he«
low.

(2) A nonproﬂt. educational instttu-
tion desiring to cbtain ‘approval of ftis
technology transfer program and capa-~
bility shall provide the agency with' f.he
following information:.

(1) General inforination concerning
the institution, including:

(A) A copy of s Articles of Incor-
poration:

(B) A statement of the inst.-ltution
purpose and atms; and

(C) A statement indicating the souree
of the institution's funds;

(il) A copy of the institution s estab-
lished patent pollcy, together with the
date and manner of iis adoption;

(ili) 'The name, title, address, and tele-
phone number of the officer 'respdnsible
for administration of patent and inven-
tion matters and a description of stafing
in this arvea, Including all offices which
contribtite o the institution’s patent

management capabilities; = .
tv) A description of the msttl;ution’s
procedures - for 1 and report-

ing inventions and a desm'iption of the
procedures for evaluation of such inven-
tions for inclusion in the Mstitution’s

promotional program; - -

<v) A copy of the agreement slgned. by
employees engaged in research and de-
velopment, tndicating thetr obligation in
regard to Inventions conceived or first ac-
tually reduced to practice in thecoum of
their assigned duties;

(vl) A ecopy of the invention repert
form or outline utilized for preparation
of invention reports; -

(viD) A statement of whether the in.
stitution has an agreement with any pat-
ent management organizations or con-
sultants and a coby of any such
agreements;

(vii) A descript}on of t.he plans and
mtentior.\s of the institution to bring teo
the marketplace inventions to which i
retains title including & description. of
the efforts typlcally undertaken by the
institution to license its inventions;

(ix) A description of the institution’s
past patent appHcation and patent -
censing activities, ncluding the follow-
ing: ‘ '

o,




(A) Rumber of Inventions reported to
the institution during each of the pasb
ten (10) years; -

(B) Number of patent applicat!ons
nleddnrmgeachofthemsl?ﬁen (10}
years; . -

)y Iiumber of patents obmined dur-
ing each of the past ten (10) years; -

(D) Number of exclusive lcenses fs-
sued during each of the past ten . (10)
years;

(E} Number of nonexclusive Hcenses,
other than those to sponsoring Govern-
ment agencles, issued during each o! the
past ten (10) years;

(F)  Groes royalty income durtng each
of the past ten (18) years; and
© () A general description of royalties
charged, including minimum and maxi-
mum royalty rates;

T €x) A Hst of subsidiary or affiiate n-
stitutions which would be covered by an
agreement signed by the institution;

(x1) If the institution 13 ‘a subsidiary
'or affiltate organization, the name of the
other related organization and & descrip=-
tion of the relationship; -

(xii) The amount of Government sup-
port for research and development ac-
tivities currently being administered by
the Institution, giving Govemment
agency and breakdown; -

(xifi} A statement of the institution’s
policies with respect to the sharing:of
royalties ‘'with employees; and -

(xiv) A description of the uses made
of any net income generated by the in-
stitution’s patent management program.

{3) Before an Instifution's technology
‘transfer  program and capabilities. are
approved, the instifution shall have a
tet_:hnology transfer program which, as a
minimum shell include the five (5) eri-
teria listed below. In. addition to these
criteria, consideration: will be given to
whether or not ofher Government agen-
cies have approved an Institutional
Patent -Agreement with: the requesting
institation; The five criteria are: :

(1) An esteblished patent policy which
s consistent with the four policy objec-
tives ‘in § 9-5.109-6(s) and Is sdmin-
istered on a continuous basiz by an officer
or urgamzation responsible 1;0 the inst.i
tuation;

(1) Agreements with empbye&s re-
gitiring them to assign to the institution
or its designee or the Governmeni any
invention eanceived or first actually re-
duced to practice by them in the course
of or under Government contracts and
awards or assurance that such -agree-
ments are obtained prier to the assighe
ment of personnel to. Government-sup-
poeé“rjoed research and development pro;-

[$318] Procedum for msuxing that n«
ventions are promptly identified and
timely disclosed to the officer or organi.-
zation administering the pe,tent pohey o:t
the Institution; -

(iv) Procedures for insuring that in-
ventions disclosed to the institution-are
evaluated for inclusion in the instttu-
tion's promotional program; and -

- -¢w) An sctive and -effective m'omn
tional program for the Bcens&ng a.nd
msrketing of inventions. :
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{4). In eonsidering approval of t.ech-'
nology ‘transfer programs and capabili-
tles in eonniection with requests for ad-
vance waivers, such approval shall ‘be
considered in lien of commercial, manu-
facturing, - and marketing ' capabilities

-which normally reside in industry, Such

approval shall not be considered suffi-
cient in and:of itsed as justitying, the
granting of an advance waiver to an in-
stitution; Approvel of thé grant of ad-
vance waiver must be viewed in light of
the considerations of §9-9.109-6(b)
ahove and the four objectives. set forth
in § 9-9.109-6(a) above.

-.{5)- In requests for identified wa,ivers,
however, the fact that an institution with

‘@gn- approved - technology transfer pro-

gram and capabilities hes identified. an
invention and has expressed & desire to
commercialize it through & request for a
walver therefor shall normally be-pre-
sumed to have met the criteria of § 8-8.-
109-6(c) uniess it is indicated that under
one or more of the criteria the presump-
tion is napplicahle.

) Terms and conditions of waivers.
Fach walver shall contain, as & minimum,
provisions covering each of the following:

(1) Advance-waivers shall apply only
to inventions reported in accordance with

paragraph (e)(2) (1) of the clause of
§9-9.107-5(2) and with which is in-
cluded an election as to whether the con-
tractor will retain the rights walved in
the invention, and specifying those coun-
tries in which righis will be retained.

{2) Subject to the rights granted in
paragraphs (¢} (1), (2) and (3) of the
Patenf Rights clause of §9-9.107-5(a),
the contractor or inventor shall agree to
convey to the Government, upon request,

. the entire domestic right, title, and.in-

terest in any Subject Invention when the

“contracter or inventor as abbropriate:

(1) ‘Does not elect, In asccordance with

(1) of this section to' reta.in ‘such

rlghts N S -
(id  Fails to/ have '8 United sta.tes .
Da-tent application filed on the invention

-in accordance with paragraph (i) (5) of

this section, or decides not to cohtinue
prosecution of such app!ication or

i) At any time, no longer desires to
retain title. )

(3) Bubject to the rights granted n
paragraph-(c) (1), (2) and (3) .of the
Patent Rights clause of §8-9. 107-5(9.).
the contractor or inventor shall agree to
‘convey to the Government, upon re-
quest, the entire rights, title ang Interest
in any Subject Invention in any foreign
country if the contracter or mventor. :
appropriate: -

(i) Does not elect, in B.ccordance with

‘paragraph (1) (1) of this section, to re-
_tain such rights in the country; or

. (i) Falls to have g patent’ application
filed in the country on the nvention in
dccordance with paragraph (1) (6) of this
section, or decides not to continue pros-
ecution or to pay any meintenance fees
coveﬁng the invention. To avold forfelt«
ure of the patent a.pp!ica.tion ar. pa.tent
the contractor or inventor shall notify
the patent coimsel not less than 60 days
before the expiration period for any



act.ion required by the fone!a'n patent

oﬂice LE

(4). Conveya.nces requested pursuant to
paragraph (1) (2) or (3) of this section
-shall be made by delivering to the patent

.counsel. duly executed instruments and
such other papers as are deemed neces-
sary to vest in the Government the en-

~tire right, title; and inferest. in"the in-
vention to enasble the Government to
apply for and prosecute patent applica~-

"tlons covering the invention in this or the
‘forelgn country, respectively, or other-

.wise establish its ownership of the 1n-
vention.

"(5) (1) With respect to. each inventlon
in. -which the contractor has an advance

.waiver and elects fo retain ' domestic
-rights pursnant to paragraph (1) (1) of
this section, the contractor shall have a

“domestic patent application filed within
‘6 months after submission of the inven-
tion - disclosure . pursuant to -paragraph

(&) (2) (1) of the clause of .§ 8-9,107-5(a)

- or-such longer period as may be approved
by the patent counsel for good cause
shown in wrifing. by ‘the contractor or
inventor, For identified inventions walved

_to ‘the: contractor or.inventor, the con-

~tractor or inventor shall have & domes-

.tic patent’ application filed within 6

~months after the waiver has become ef-
Tective. With respect to such inventions,

. the contractor or inventor shall promptly

. notify the patent eounsel of-any decision
not to file an application, . -

© (i) . Por each, subjeci lnvent.ion on

-avhich & patent application 1s filed by

the contractor or inventor, the contractor

“or inventor shall: .

“: {A) Within 2 months a.ft.er the" ﬂling
or, within 2. months after submission of
the invention disclosure if the patent ap~
plication previously has beer filed, deliver
to patent counsel a copy of the applica-

~tion as flled mcluding the filing date and

~ serial number;
" (BY Include the tollowing ‘statement

.- in the second paragraph of the specifica-
“tion of the application and &ny patents

i jssued on & Bubject Invention, “The Gov-

~-ernment has rights in this invention pur-

suant to Contract No. _..___ (or Grant
No. ... ) awarded by the U.8. Energy
ﬁeseamh and Development Adm.‘lnjstra-
on.";

() Within 6 months af’oer filing . the

. application or within 6 months afier sub-

. mitting - the ‘Invention disclosure if the

_application .has been flled previously,
deliver to the patent counse] a duly ex-

ecuted and. approved instrument fully

. eonfirmatory of all rights to. which the
Government Is entitled, and provide
ERDA an irrevocable power to. inspéct
“and make eopies of. the patent applica-
tion filed;

..XD) Provide the patent counsel with a

. eopy of the patent within 2 months after
B gatent. is !ssued on.. the application.

.. an -

(E). Not- leas than 30 days before the
expiretion of the response period for any
action required by the Patent and Trade-

fmm'k Office, notify the patent counsel
-of ‘any decision not to continue prosecu-
"tion of ‘the application and deliver to-the
“patent counszel -executed Instruments
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gra.nting the Govemment a power of
attorney.:

((iii) For each !nvenhon in whleh the
eéntractor Inttially elects pursuant to
(1) (1) -of this section not to retain the
rights waived, the eontractor shall in-
form the patent counsel promptly in
writing of the date and identity of any
on sale; public use, -.or public disclosure
of the invention which may coustitute
a statutory bar under 36 U.B.C. 102,
which was authorized by or known to the
contractor, or any cont.emplated action
‘of this nature. -

{6) (i) With respect to each mventxon
in which the contractor elects' pursuant
to (1) (1) of this section to retain the
rights waived in & foreign country, or in
which the contractor or inventor has ob-
talned a waiver of foreign rights on £n
identified. invention, the. contractor or
inventor-shall have & patent applica-
tion filed on-the invention in that coun-
‘try, in:accordance with applicable stat-
utes and regtlations, and withm one or
the following periods: -

{A) Eight (8) months from the date
of a corresponding ‘United States appli-
cation filed by the contractor or invens
tor, or if such an application is not filed,
(] months- from the date the invention is
submitted in a disclosure pursuant to
-paragraph (e) (2) (1) of the clause of § 69—
9.107-5(R); ..

(B) Siz (6) months from . the date &
license is granted by the Commissioner
of Patents and Trademarks to file for-
eign. applications where such filing has
been prohibited by security reasons; or

(C) - Buch longer period as may be ap-

proved by the patent counsel.
. (i) The contractor or inventor aha.!l
notify the’ patent: counsel promptly of
each foreig‘n application-filed ‘and upon
written request-shall furnish an English
version of the application without addi-
tional compensation.

-(7) -The confractor or. lnventor shall,
three yéars after a-waiver is effective as
{0 an invention, and at three-year inter-
vals thereafter, and when . specifically
requested by the patent counsel, furnish
patent counsel s report setting forth:

(1) The commercia) use that is being
maeade, or is intended to be made, of sald
lnvention, and

{1y "The-steps teken to brmg the in-
vention to the point of practical appli-
catlon or to make the invention avail-
able for licensing;

(8) The Government’s retentlon of at
least an . irrevocable, nonexclusive, pald-
up license to make, use, and setl the In~
vention  throughout the world by or on
behalf-of the Government (including-any
Government agency) and Btates and
domestic mimicipal govérnments, unless -
the Administrator or his designee deter-
mines that it would tiot be in the public
interest. to acquire the lcense for -the
States a.nd domestic munlcipal govern-
ments, -

8y The right in the Admlnistrator or
his-designee to require the gra.nt!ng of
a nonexclusive;  exclusive, or
exclusive Heense toa res‘ponslble appli-
cant or spplicants, upon terms reason-
able under the cireumstances:




) 'To the extent that the invention is
required for public use by Governmental
regulations; G

(#) As may be necessary to fulﬁll
heslth, safety or energy needs; or

. (i) For such other purposes as may
be stipulated in the applzcable agree-
ment.

(10 'The right of the ‘Administrator
or his designee to terminate such walver
in whele or in part unless the recipient
of such waiver demonstrates to the sat-
isfaction of the Administrator or his des-
ignee that effective stebs have “been
taken, or within'a reasonable time there-
after are expected to be taken, necessary
to. accomplish substantial utlhzatmn of
the invention. .

¢11) The right in the Adfnmistrator

. or his designee coinmencing four years

" after a walver is effective as to an-inven-
tion, fo require the. granting of & non-
exclusive or partially exclusive license
to a responsible applicant or applicants,

- upon terms ressonable under the cir-
cumstances, and in appropriate circum-

. stances to terminate the waiver in whole

".orin part, following & hearing upon no-
tice thereof to the public, upon a peti-
tion by an interested person justifying
such hearing

A1) If the Ad.mimstra.tor or h1s desig-
nee determines, upon review of such ma-
terial as he deems relevant, and after
the recipient of .the walver or other in-
terested perscn hes had the opportunity
to. provide such. relevant and material
information as the Administrator or his
designee may require, that such waiver
has tended substa.ntla.&ly to lessen com-
petition .or to result in undue market

- goncentration In any section ~of the
United States in any line of commerce to

. which the technology relates; or
.~ (1) Unless the recipient of the waiver
_demonstrates to -the satisfaction of the
Administrator or his designee at such
hesaring that he has taken effective steps,
or within a reasonable timethereafter
is expected to take such steps, necessary
to accomplish . substantml utﬂmatxon of
the Inventionn.. .. -

(6} Terminatzons (1) Any - ‘waiver
may:be terminated at the discretion of
the Administrator or his' designee, in
whole or in part, if the reguest for
- waldver is found fo contain false material
statements or nondisclosure of material
facts, and such were specifically relied
1tlpon in reaching- the wawer determma-

fon. -

- {(2) Any wa.wer, as apphed to particu-
.lar inventions, may be terminated at the
discretion: of the Admirnistrator or his
- designee, In whole or in part, if the re-
quirements set forth in paragraph (i} of
this section (Terms and conditions of
waivers) -have not been  fulfilled, and
spch failure is determined by the Ad-
ministrator or his designee to be ma-
terinl . and detrimental to the interests
of the Umted Statﬁ snd the: genexal
-pubhc
-7 (3) Prior to terminatlng & waiver un-
: der paragraph (J) (1) or (J)(2) of this
section, the reciplent of the walver will
‘be given written notice of the izitention
1o terminate. the -walver, the extent of

e 4

-such proposed termination and the rea-

' sbn ‘therefor; and & perlod of 30 ‘days, or

such lohger period as {the Administrator -

B or his designee shal} determine for good

u§ ‘shown in writing, to show.cause
why' the . waiver . shoulrl not be 50

© terminat

) t-ermmatmns or Waivers shall

. be. subJect to the rights granted in para-
“graph (c¥ (1) of the clause of §9-9.107-

5(f), and termination shall normally be
pa.rt:a.l in nature, requiring the waiver

recipien¥f.to grant nonexclusive or par-

tially . exclusive. licenses -to responsible
applicants upon terms reasonable under

- .the circumstances.

(Y Effective. date. .'Waivers shall be

' éffective on the following dates:

(1) ¥or advance waivers of identiﬁed
inventions, lie., inventions concetved
prior to the effective date of the con-
tract, on the effective date of the con-
tract even though the sdvance walver
may have been requested after that date;

X2y For identified - inventions under
advance waivers, le., inventions -con-
ceived or first a.ctua.lly reduced to prec-
tice after the effective date of the con-
tract, on the date the invention is re-
ported with the election to’retain rights
as to that invention; and -

(3) For waivers of -identified inven-

" tions (other than under ‘an advance

waliver), on the date of the letter hotify-

- ing t.he requestor t.hat the waiver has
. been granted.

_§ 9-9.110 Repqning of roynlt_ies_..

In order that ERDA may be Informed
regarding royalty payments to be made

-by a contractor in connection with any
. procurement, construetion, or operation
- where the amount of the royalty payment

is Teflected in the contract price, or is to
be reimbursed by the Government, the
negotistor shall (a) ' Obtain from the
offeror information’ concerning any roy-
alty paymenis expected to he made in

" eonnection with fhe proposed procure-

ment, - construction, - or - operation, to-

gether with the names of the licensors

and either the patent numbers involved
or such other information as will permit
identification of the patents and patent
applications as well asthe basis on which

. "the royalties are to-be paid, or (b), Obtain

from the offeror s certificate -that the
contract price includes no amount rep-
resenting the payment of any royalty by

“+..the offeror directly to others in connec-
~tion. with the perforrnance of the con-
. tract, 'or (¢) Insert in. the contract the
. elause set forth:betow: :

Rspon'rmc OF ROYALTIES o
If this contmct 15 in the smount which ex-

. ceeds 810,000 snd if any royalty payments are

directly involved in the contract or are ve-
flected in the contract price to the Govern-
ment, the contractor agrees to report in writ-
ing to the Patent Counsel (with notification
by Patent Counsel to the Contracting Officer)

- during the performance of this contract and

prior _to ite completion. or ﬂ.nal settlement
the amount of any royalties or other. pay-

‘ ments pald or to-be paid by it difectly to

others in connection with the performance
of this contract together with the names and
addresses of Mcensors to whom  such pay-

" ments are made and elther the patent num-



bisrs mirélved or such other intérmation as

. will permit the identification of the patents ¢ ¢

‘or 6ther basis on which the royalties are to he
" ‘paid. The approval of ERDA of any Individual
-pAYments or royalties shall not stop -the
-Crovernment at any time from. -contesting the
enforceability, valldity or scope Bf, or title
10, any patent under which a royalty or pay-
- -xments gre made, £.

Subpart 9—-9.2-—Techmcgl Data -and
- Copyrights '

N §\9—_9_.200 _-Scope of subpari.

-+ This subpart-sets forth ERDA's policy,
- progedures, and contract clauses with
‘respect to the acquisitiont and use of
technical data and copyrights in con-
tracts .or -subcontracts entered into,
with or- for the beneﬁt of the Govern-
ment.. -

'8 9—9.201 Deﬁmtmns

- For the purpose of this subpart the-
“following terms have the meanings set
- :{forth below:
" (@) *Technical Da,ta" means recorded
information, regardless. of form or
- chiaracteristic, of a scientific or technical
--hature. It may, for exampie, document
research, experimental, developmental,
demonstration, or engineering work or
be usable or used to define a design or
process or to procure, produce, support,
' maintain, or operate materiel, The data
‘may be graphic or pictorial delineations
"in medis such as drawings or photo-
graphs, text in specifications or related
- performance or design type documents,
or computer software (incliding com-
. puter programs, computer software data
bases, and computer software documen-
tation). Examples of technical data in-
-clude - research and engineering data,
-engineering drawings and assoclated
lists, - specifications,  standards, ~brocess
' sheets, memuals, fechnical reports, cata-
.. log item identification and related in-
- formation. Technical data as used inthis
.subpart does not include finahcial re-
ports, cost analyses, and other informa-
tion incidental fo contra.ct administra-

- - tion.:

S “Propnetary Data” means techni-
i c_a.l data which embody trade secrets de-
- veloped . at private expense, such as de-
sign 'procedures or techniques, chemical
. composition of materials, or manufac~
turing methods, processes, or treatments,
. including minor mod:ﬂcatmns thereof
provided that such data:

- - (1) Are not:generally known or avail-
able from other sources without. obliga-
tion: concerning their confidentiality,

- {2) Have not been made available by

- the owner to others without obligation
concerning their confidentiglity, and
. (3) Are mnot already.available to the
Government without obligation congern-
inig their conﬁdentialxty
© {e) *Contract Data” means technical
data first produced in the performance

" of the contract, technical data which

. ure speciﬂed to be delivered in the con-~
. traet, technical data that may be called
" for under the Additional Technical Data
: Requirements clause of t.he contract, if
. any, or technical data actuslly ~de-

livered. in connectlon with the contract.
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() “Unlimited Rights” means rights

;to use, duplicate or disclose technical

data, in whole or in part, in any man-

. oer and for any purpose whatsoever,

and to permit others to do so.

§ 9-9.202 Acquisition and uie of tech-
nical data..

§ 9-9.202-1 General.

() 'The brovisions herein pertam to
research, development, - demonstration
and supply contracts, and contracts for
the operation, desigh or construction of
Government-owned facilities which are
covered by §9-9.202-4. Under ERDA's
broad charter to perform research, de-
velopment and demonstration work in
both nuclear and nonnuclear fields, and
to meet the objectives stated in §9—9 -

:'202-2 below, ERDA has extensive needs

for technical data. The satisfaction of
these needs and the achievement of
ERDA’s objectives through a sound data
policy are found in the balancing of the
needs and equities of the Government,
its contractors, and the general public.
(b) It is important to keep aelear dis-
tinction between contract requirements
for:the delivery of technieal data on the
one hand, and rights in technical data
on the other. The legal rights which the
Government acquires in technical data
in ERDA contracts (other than “facili-
ties” contracts) are set forth in the
Rights in Technical Data (long form)
clause of §9-9.202-3(e)(2): However,
this clause does not obtain for the Gov-
ernment the delivery of any data what-
soever. Rather, known requirements for
the technical data to he delivered by the
contractor shall be set forth as part of
the contract (e.g. in the Statement of

-Work), An Additional Technical Dala

Requirements clause is included in this
Subpart to enable the contracting of-
ficer to require the contractor to furnish
additional technienl data, the require-
ment for which was hot known at the
time of contracting. There is, however, g
built-in HImitation on the kind of tech-
nhical data which a confractor may be re-
quired to deliver under either the con-
tract Statement of Work or the Addi-

. tional -'Technical Data. Requirements

cleuse. This lmitation is found in the

"withholding provision of paragraph (e)

of the Rights in Technical Data (long
fotm) clause of §9-9.202-3(¢) which

- provides that the contractor need not

furnish “proprietary data”™. It is specifi-
cally intended that the contractor may

~withhold “proprietary data’” even though

a requirement for technical data specified
in the Statement of Work or called for
pursuant to- the Additional Technical
‘Data Requirements clause would seem-
ingly .require the furnishing of pro-
prietary data. This withholding of pro-
prietary data is the primary means by
which the contractor may protect its
proprietary position..

(¢) There are, however, two situations

‘where the Government or its represent-

ative, may need to have limited access
to a contractor’s proprietary data. First,
paragraph (f) of the Rights in Technical
‘Data (long form), clause gives the con-
tracting officer’s representatives the lim-




fted right to inspect st the contractor's
tacility the contractor's proprietary data
which was withheld from delivery under
paragraph (e} of the clause for the pur-
pose of verifying that such data were
properly withheld or to evaluate work
performance, In carrying out the Inspee-
tion, normally the contracting officer’s
representative is an ERDA employee al-
though he may be an employee, of an
ERDA contractor. acting  under an
agreement - to treat in confidence the
proprietary data to be inspected. How-
ever, where the contractor whose data
are to be inspected demonsirates. that
there would be a possible conillet of in-
terest if the inspection were made by such
a .contractor employee, the contracting
officer’s  representative may be limited
to an ERDA employee. Paragraph (f)
has a built-in exclusion from these in-
spection rights for “specific items of pro-
prietary data’” when they are so speci-
fied in the contract schedule. Such ex-
clusions limit even ERDA’S minimum
rights of evaluating contract work per-
formance and verifying that technical
data withheld by the contract or is pro-
prietary in fact. Such exclusions should
be sparingly used, and only in situations
where program personnel stipulate  to
the fact that ERDA has no need for ac-
cess to the specified items to be excluded
from paragraph (f), ie, that the non-

disclosure and nonaccessibility will not

adversely aflect the ERDA program in-
volved, It should also be noted that para-
grabh (). permits exclusion of “specific
items” of proprietary data and, accord-
ingly, - should not be used to exclude
classes of technical data or all technical
data pertaining to specific items orp roc-
esses or classes of items or processes.
The second situation, where the Govern-
ment may have limited access to a
contractor’s proprietary data, is pro-
vided in optional paragraph-(g) of the
Rights in Technical Data (Jong form)
clause. When used, optional paragraph
(g) provides the Government the right
to require the. contractor to furnish
with limited rights the proprietary data
previously withheld under paragraph
(e). In this situation, the limited rights
in proprietary data and the  Govern-
ment’s obligation for. limited use and
disclosure of such data as set forth in the
Rights ‘in- Technieal Data. (long form)
clause provides the means by which the
contractor protects its proprietary posi-
tion, Paragraph (g} will be used only
.where it is determined by BRDA that
for programmadtic reasons there is a need
for the delivery of proprietary data to
the . Government. Where proprietary
data is to be delivered under paragraph
(g) and subparagraph (a) or (b) of the
Limited Rights Legend is to be applied
to the data, the coniractor may, if he
can show the possibility of a conflict of
interest regarding disclosure of such data
to other contractors, limit or modify
subparagraphs (a2) or (B) as set forth
in §9-9.202-3(@)3,  to exclide or include
certain contractors.

.(d) The contractor licensing provisions

of optional paragraph (h) of the Rights
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in Technical Duta (long form) clause en-

- able ERDA o0 requiré limited licenses in

proprietary contract data to be granted
to, the. Government ‘and responsible par-
ties . in -certain circumstandes.- Such .a
license; may parallel or supplement the
license: dbtained i background patents
under the provisions of ' paragrabh k)
of the Patent Rights clause of ‘Subpart
9-0.1. Paragraph (h}.is:normally -to be
included in contracts for research, devel-
opment or demonstration where it 1s
deemed by ERDA that the limited license
afforded therein is necessary to ensure
widespread commercial use ‘or ‘practical
utilization of a subject of the contract.
As explained in §9-9.202-3(e):(4), para-
graph (h) provides that upon request by
ERDA, the contractor will grant to the
Government and responsible third: par-
ties a license in proprietary data only
where such data in the form of resulls
obtained by its use, i.e., essential equip~
ment, articles, ﬁroducts and “the like
which were the subject of the -contract,
are not otherwise available or cannot be

‘made available in a reasonable txme 88

set forth in pardgraph (h).

(&) "It is the responsibility- of prime
contractors and higher-tier subcontrac-
tors, "in meeting their obligations with
respect to contract data, to obtain from-
their subcontractors the rights in, access

“to, and delivery of such-data om: behalf

of the Government. Accordingly, subject
to the policy set forth in these regula-
tions, and subjeet to the approval of the
contracting officer where required, selec-
tion of appropriate technical data provi-
siong for subcontracts is the responsi-
bility of the prime contractor or higher-
tier subcontractor. In many but not ail
instances, inclusion in a subcontract of
the Rights in Technical Data (long {orm)
clause of § 9-9.202-3(e) (2) will suffice to
obtain for the benefit of the Government
the rights in and, if appropriate, access
to technical data.:Access by ERDA to
technical data, i.e., the inspection rights
afforded in paragraph (f) of the Rights
in Technical Pata (long form). clause,
§ 9-9.202-3(e) (2}, normally should--be
obtained only in first tier subcontracts
having as a purpose the conduct of re=-
search, development or demonstration -
work’ or the furnishing of supplies for
which there are substantial -technical
data requirements as reflected in the.
prime contract. If a subcontractor.re-
fuses to accept technical data provisions
affording rights in ahd access to techni-
cal data on behalf of the Government,
the contractor shall so inform. the con-
tracting officer: in writing and not pro-
ceed with - the subcontract. without
written authorization of the contracting
officer.” In prime  contracts  (or ‘higher-
tier subcontracts) which contain the Ad-
ditional Technical® Data. Requirements
clause, it is the further responsibility of
the: contractor (or higher-tier subcon-
tractor) to determine whether inclusion
of such clause in a subeontract is reguired
to satisfy technical data requirements of
the prime conftract (or higher tier sub-
contract) . As is the case for ERDA'in its
determination of technigal data require-
ments, - the - Additional “Technical Data



Requirements clause should not be used
at. any subcontracting tier where the
technical data reguirements. are fully
known, and notrmally. the clause will be
. used only In subcontracts having as a
purpose the conduct of research, devel-
-opment, or demonstration. Prime con-
‘tractors and higher tier subcontractors
shall not use their power to award sub-
contracts as economic leverage to inequi-
tably acquire rights in the subcontrac-
“tor's proprietary dafa for their private
use, and they shall not acquire rights on
behalf of the Government to proprietary
data for standard commercial items un-
less required by the prime contract.
“(f) Related to the acquisition and use
of technical dsta are the contractor's
rights in contract data as well as tech-~
‘nical data furnished to the contractor
by ERDA or its contractors. These rights
are set forth in. paragraph - (b) (2) of
. each Rights in Technical Data clause of
this Subpart snd provide that the con-
tractor may, subject to patent, security
and other provisions of the contract, use
for its private purposes contract data it
first produces in the performance of the
.contract provided that the contractor has
‘met its data requirements (e.g., delivery
of data in the form of progress or status
reports specified to be delivered) as of
the date of the private use of such dala,
It is not necessary that a “Final Repo: *

bhe submitted In order to privately use.

data if all required progress and interim
reports and other technical data then
due have been delivered. Paragraph
(b) (2) further provides that technical or
other data received by the contracter in
.the performance of the contract must be
held in confidence by the contractor-in
accordance with restrictions accompa-
nying the data. - o
(g) An additional clause in this Sub-
part includes that of paragraph 9-9.202-
2(f) {2) entitled Rights in Data-—Spectal
Works which is to be used in place of
or in addition to the Rights in Technical
Data clause in contracts where a purpose
of the contract is the production of copy-
_rightable material, a substantial portion
-of which ‘1 -to be first produced in the
performance of the contract, such as
motion pictures, television recordings,
beoks, histories, etc. Where, during con-
tract negotiations, it may be determined
to purchase, ie., “specifically acquire,”
unlimited rights in technical data, or to
lease or obtain a license therein, or to ob-
tain rights in existing data, an appropri-
ate clause therefor should be obtained
from pafent counsel. In situations where
technical data including computer soft-
ware are to be leased or licensed, the
termis of any agreement restricting the
Government’s rights will be included in
the contract as either a special provision
or an agreement annexed thereto. An-
other clause, the.Rights in Technical
Data (short form) clause of § 9-8.202-3
(g) (2), is provided for use in research
contracts with educational institutions
and consultants. Such contracts may, for
example, include those for conducting
symposia, training or education, or other
contracts not invelving possible use of
proprietary data. ‘
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© §9-9.202-2 Policy.

- The technical data policy is directed
:.?ward achieving the following objec-
"piVes:
. (a) Making the benefits of the energy
research, development and demonstra-
tion programs of ERDA widely available
1&3 the public in the shortest practicable

me; :

(b) Promoting the commerelal utiliza-
tion of the technology developed under
ERDA programs;

(c) ‘Encouraging participation by pri-

vate persons in ERDA energy research,
development and demonstration pro-
grams; and -
--{d) Fostering competition and pre-
venting undue market concentration or
the creation or maintenance of other
situations inconsistent with the anti-
trust laws, :

§.9-9.202-3 _Procedures (Supply, - Re-

search, Development or Demonstra-
tion Contracts).

(a) Known requirements for technical
date. Technical data requirements are
determiined in- relation to the intended
use of that data, which in turn depends
upon the intended use of -the contract
end ltem. In many contracts for research,

.the end item may often be a technical

report or series of such reports, while in
contracts beyond research the subject,of
the contract may be a feasibility model,
an engineering or advance development
model, or a prototype. The extent to
which reguired technical data may be
needed often depends on. the level of
maturity of design and perfection of the
-end item, and, for a demonstration plant
or prototype may include data pertaining

‘to  performance, operational, and envi-

rorimental testing, repair, maintenance,
operation, quality assurance, detailed de-
sign, logistics, training, etc. Kriown tech-
nical data requirements shall be pro-
grammatically -ascertained prior to con-

-tracting and shell be included in requests

for proposals or disclosed during con-
tract negotiations for incorporation ss
data requirements in the contrict State-
ment of Work. :

(b) Additional requiréments for tech-
nical daté. In contracts for research, de-
welopment or demonstration it is not

- normally possible or appropriate for the

Government to ascertain all actual needs
for technical data in advance of con-
tracting, Accordingly, the Additional
Technical Data Requirements clause in
(&) below shall normally be used in such
contracts (and, if- appropriate, in sub-
contracts) to enable the ordering of
technical data as the sctual need and
requirement therefor became known dur-
ing the course of the contract. If all
technical data requirements are known
in -advance of contracting and are set
forth in the contract Statement of Work,
this clause need not be used. The Addi-
tional Technical Data Requirements
clause should not normally be used in
supply contracts because the reguired
technical data therefor are ordinarily
Enown in advance and thus are specified
in the confract Btatement of ‘Work or
Specification.

7/
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(e) Additional technical data require-
ments clause.

ADDITIONAL . TECHNICAL DATA quvmm'rs

(s) In addition to the technical data
specified elsewhere in this confract to be
delivered, the Centracting Officer may at any

© time .during- the confract performance or

within one. year after final payment call for
the Contractor to dellver any technical data
first produced or specifically used in the per-
formance of this contract except technical

data pertain[ng to items ‘of standard com-

mercial design.

(b) The-provisions of the “Rights in Tech-
nical Data” clause included in this contract
are applicable to all technical data called
for under this “Additional Technical Data
Requirements” clause. Accordingly, nothing
contained in. .this clause shall require the
Contractor to actually deliver any technijcal
data, the delivery of which is excused by

paragraph (e} of the “Rights fn Technical
Data"” eclause,

(¢} When technical data are to be delivered
under ' this clause, the Contractor will be
compensated for appropriate costs for con-
vérting such data into the prescribed form
for reproduction, and for delivery.

(d} Proposals. The policy and proce-
dures for treatment of proposal informa-
tion solicited ‘and unsolicited proposals
are contained in § 9-3.150 of these Regu-
lations in which it is provided that pro-
posals may be marked with the Notice
set forth in § 9-3.150-2(a).. It is ERDA
policy, in consideration of the contract
award, to cbtain unlimited rights in the
technical data contained in the proposal
unless the prospective contractor marks
those portions of the technical Informa-
tion which he asserts as being proprielary
data. If o contract is to be awarded busad
on a proposal even though it is marked
‘with the Notice in' § 8-3.150-2(a), the
prospective cohtractor is obliged under
§ 9-3.150-2(h) to identify the portions
thereof which contain proprietary data,
and the contract in such instance shall
contain ‘the Rights to Proposal Data
clause set forth in § 9-3.150-2(c¢) identi-
fying data asserted to be proprietary
data by page number. Under § 9-3.150-2
(b)-and § 9-3.151-1 which set forth pro-
cedures for identifying proprietary data,
it is provided that, subject to the con-
currence of the contracting officer, the
proposer may delete proposal informa-
tion unrelated to the contract, identify
the- proprietary data in his proposal or
state that there is no proprietary data in
the proposal.‘Data identified as proprie-
tary does not constitute a stipulation by

_the Govemment that 1t isin fact proprie-

tary data.
(&) Righls in technical data. (1) The
Rights in Technical ‘Data (long form)

-clause set forth in paragraph (2) below

will be used in‘all confracts having as’a
purpose the conduct of research, devel-
opment or demotistration or in contracts
for supplies, or in any other .contract
where' technical data are expected to be
first produced under the:contract, where
technical -data are specified fo be de-
livered in the contract or where the con-

‘tract contains :the Additional Data Re-
‘quxrements clause, Accordingly, all such .

contracts” willcontaln: the Rights in
Technical Diata (long form)-¢lause of
paragraph (2) below except-as noted in
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$ 9-0.202—4 and § 9-9.202-3 (fi-and ()
and except contracts for stendard com-
mercial “off-the-shelf” supplies ‘where
technical data such -as operating or re-
pair manugils a,re.routmely furnished

_ with the supplies.

(2) Rights in technical data clause.
. RIGHTS 1IN TECHNICAL DATA—LONG FoRrRM
(a)'- Definitions. (1)} *““Technical Data"”

‘means recorded information regardless of

forni or characteristic, of a splentific or tech-
nical nature. It may, for example, docurment
research, experimental, developmental, or
demonsiration, or. engineering work, or be
usable or used to define a design or process,
or to procure, produce, support, malntaln, or
operate materiel. The data may be gl‘aphic or
pictorial delineations in media such as draw-
ings or photographs, text in spectfications or
related performance or .design type doou-
ments or computer sottware (including coms-
puter programs, computer software dats
bases, and. computer software documenta-
tion). Examples of techhical  date include
research and engineering datn, engineering
drawings and assocliated llsts, specifications,
standatrds, process sheets, manuals, technieal
reports, catalog ltem. identification,: and re-
lated information. Technieal -data as used
herein does not include financlal reports, cost
anatyses, and other information incidental
to contract administration.

(2} “Proprietary Data” means technical
data which embody trade’ secrets developed
at private expense, such as- design proce-
dures or technigues,’ chemieal compoesition
of materlals, or manufacturing . methods,
processes, or treatments, including minor
modifications thereof, provided that such
data: . ’
{1} Are not generally known of a.vaﬂable
from other sources without obliga.tion con-
cermng their confidentiality, -

(it) Have not been made -available by the
owner to others without obligation concern-
ing its confidentiallity, and N

(i1} Are not already availa.ble to the Gov- -
ernment without obligatlon concerning thelr
confidentiality.

(3) “Contract Data” means tectinieal data
first produced in the performance of the con-
tract, -techmical data :which are specified to
be delivered in. the' contract, technleal data
that may be called for under the "“Additional
Technical Data Requirements” clause of the
contract, if any, or technical data actually
delivered in connection with the contract.

{4) "“Unlimited Rights” means rights to
use, duplicate, or disclose technical data, in
whole or in part, in any manner and for any
purpose whatsoever and to permtt others
to do-so,

(b)Y Allocation of rights. (1) The Govem-
ment shall have:

(1) Unlimited rights in contract data ex-
cept as otherwlse provided below with re-
spect to 1'-:-cn;:nrleta.ry data.

(11} The right to remove cancel “correct
or ignore any marking not ‘authorized. by
the terms of this contract on any.technical
data furnished hereunder, if in response to
a written inquiry by ERDA conecerning the

propriety of the. mnrkings the. Contractor

fails to respond thereto. within 60 days or
falls' to substantiate t.he proprlety of the
markings. In_either ‘¢hee 'ERDA will not.ify
the Contractor of the action taken

(m) No rights under this ‘contract in any.
technical data which are not contract data.

(2) The Contractor shall have: .

(1) The right to withhold-proprietary data
in sccordance with the provislons of this
clause, '

(1) the right to use for 1ts privahe pur-
poses, subject to patent, security or other
provisions of this contract, contract data it




first produces In the performance of this con.
tract provided the data requirements of this
contract have been met a8 of the dale of

the private use of such data. The Contracier,

agrees that to the extent it receives or ls
given access to- proprietary data or. other
technlenl, business or financial data in the
form of recorded information from ERDA of
an ERDA contractor or subconhtractor, the
Contractor shall treat such date in accord=-
ance with any restrictive legend contained
thereon, unless uge is specifically authorized
by prior written approval of the Contrnct&ng
QOffcer.

(3) Nothing coutained in this "mghix in
Technical Data” clause chall imply a lcense
to the Government under any patent or bs

construed ‘as affecting the scope of any H- -

censes or other rights otherwise granted to
the Government under any patent. '

{¢) Copyrighted material. (1) The Con-
tractor shall not, without prior written au-
thorization of the Contracting Officer, estab-
lish & claim to statutory copyright in ‘any

contract dats first produced in the perform-

snce of the contract. To the extent such au-
thorization 1s granted, the Government re~
serves for itself and others acting on itz
behalf a royalty-free, non-exclusive, irrevop-
cable, world-wide license for Govemmenm
purposes - to publish, distribute, translate,
“duplicate, exhibit and perform a.ny such data
copyrighted by the Contractor,

{2) The Contractor agrees not to include
in the technical data dellvered under the

contract apy material copyrighted by the .

Contractor and not to knowingly include any
material copyrighted by others without first
granting or obtalning at no cost a license
therein for the benefit of the Government of
the same scope as set forth in paragraph
(¢} (1) above, It such royalty-free Iicense 1s
-unavallable and the Contractor nevertheless
determines that such copyrighted materlal
must be Included in the technical data to
be delivered, rather than merely incorporated
thereln by reference, the Contractor shall re-
quest the written authorization of the Con-
tracting Qfficer to include such copyrighted
;!mterial in the technical .dats without a
icense.

(d) Subcontracting, It 1a the responsibiuty :

of the Contractor to obtain from its subcon-
tractors technical data and rights therein,
on behalf of the Government, necessary to
fulfill the Contractor's obligations to the
Govemment with respect to. gsuch date. In
the event of refusal by a subcontractor o
accept a clause affording the Government
such rights, the Contractor shall:

{1) Promptly submit written notice to the

Contracting Officer setting forth remsous for.

the subcontractor refusal and other peertie
hent information which may expedite dis~
position of the matter; and .

(2) Not proceed with the subcontract
without the written authorimation of the
Contracting Officer.

(e} Withholding of proprietary datqa. Not-
withstending the Inclusiorn of the “Addi-
tional Technical Data Requirements” clause
in this contract or any provislon of this
contract specifying the dellvery of techni-
cal. dats, thé Contractor may withhoid pro-
prietary.data from delivery, provided that the
Contractor furnishes in lleu of any such
proprietary data,so withheld technical data
discloging the source, slze, configuration,
mating and attnchment characteristios,
functional characteristics and performance
requirements. (“Form, Fit and Function™
data, e.g., specification control drawings,
catalog sheets, envelope drawings, etc.) or a

general description of such proprietary date

where "Form, Fit and Function™ data are
not spplesble. The Government shall ac-
guire no rights to any proprietary data se

withheld except that such data shell be-
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subject to the “inspection rights” provi=
sions of {f), and, If included, the
“Limited rights In proprietary data”
Blons of paragraph (g) and the “Contractor
Iicensing™ provialon.s of paragmph ).

(f) Inspection righis. Except as ma.y be
otherwise specified In thlu contract for spe-
cific ttems of propristary data which are not
subject to this paragraph, the Contracting
Offtcenr’s’ repregentatives, at all reasonable
times up to three (3) yesrs after final pay-
ment ynder this contract, may inspect at tha
Contractor's facillty smy propristary date
withheld under paragraph (e} and not fur-
nished under paragraph (g) for the purposes
of wverifylng that such data properly fell
within the withholding provision of parm- -
graph (e), or for evaluating work performe
anee, *

(3) Optional clause—limited rights in-

- proprietary data. In research, develop-

ment or demonsiration contracts and
supply contracts where it is determined
that delivery of proprietary data is nec-
‘esgary with limited rights In the Govern-
ment, the Rights In Technical Data
(long form) clause shall be supple-
mented by the additionsl paragraph ()
set forth below. It should be noted that
this paragraph does not entitle the con-
tractor to place a Limited Rights Legend
on any technical data furnished to the
Government under paragraph (g) below
unless the contracting officer requests in
writing delivery of identified technical
data previously withheld under para-
graph (e) of the Rights in Technical
Data clause. Paragraph (g)  provides
that proprietary dats may be specified
in the coniract as being excluded from
the delivery requirements of paragraph.
(g). Alternatively, the Limited Rights
Legend specified in paragraph (g) may
be made applicable to only those classes
of proprietary data determined as being
necessary ' for delivery with Imited
rights, In addition, when furnishing
proprietary data with the Limited Rights
Legend, subparagraphs (a), (b) and (¢)
thereutider may be modified as follows.
‘When proprietary data is to be furnished
only for evaluation, subparagraph (a)
of the Limited Rights Legend shall he
used, and subparagraphs (b) and (¢}, if
otherwise inapplicable, may be deleted.
When there is a programmatic require-
ment that proprietary data be disclosed
to other ERDA contractors only for in~
formation or use in connection with
work performed under thelr contracts,
subparagraph (b) of the Limited Rights
Legend shall be used, and subparagraphs
(a) and (c) may be deleted if otherwise
inapplicable. In either of the foregoing
examples, the contractor may, if he can
show the possibility of a conflict of inter<
est hecause of disclosure of such data to
certain dontractors or evaluators, ex-.
clude such contractors or evaluators.
from subparagraphs (a) or (). If the
data is required solely for emergency re-
pair or overhaul, subparagraph (¢} of
the Limited Rights Legend shall be re-
tained, and subparagraphs (a) and (b)
may unless otherwise applicable, be de-
leted. In the event it is determined that
-all of the subparagraphs (&), () and
(c) of the Limited Rights Legend are to
be deleted, the word “none” shall be in-
serted i the Legend after the calon (:).




(g) Limited rights in proprietary data. Ex-
cept a8 may- be otherwise specified in thie
contract as technical date which are not
subject to this paragraph, the Contractor
shall, upon written request from the Con-
tracting Officer at any time prior to three
{3) years alter final payment under this con~
trwt prompily dellver to the Government

rlote.ry data’ withheld pursuant to
h (e) of the “Righis im ‘Teclnicad

Data” clause of this contract, The following
legend and no other is authorized to be
afixed on any "proprietary data™ delivered
purguant o  this provision, provided ihe
“proprietary .data’ meeis the condltlons for
initial withholding under paragraph- (&) of
the “Rights in Technical Data” clause. The
Goverament will thereafter treat the “pro-
prietary data’ In accordance with such
legend. . .
Lovrren RIGHTS LECEND

This “proprieta.ry data,” furpished. under
Contract No. —mo- whth the United: States
Energy. Research and Development Admin-
istration (and purchase order No. .. ir
applicable)  may be duplicated and used by
the Goverhment with the‘express imitations
that the “proprietary data” may not be dis-
closed outside the Government or be used
for purposes of manulacture without prior
permission of the Contractor, except that
further disclosulre OT uge May be made s0lely
for the followdng purposes:

(a) This “proprietary dn.ta." may be dis-
closed for evaluation purposes under the re-
striction that the ‘proprietary data be re-
tained in conﬁdenoe and not be further
dizsclosed; . '

(b} This “proprietm dn.ta." ma.y be dig=
closed to other Contractors participating in
the Government’s program of which this
contract 1s a part for information or use-in
comnection with the work performed under
thelr  eontracts and under the restriction
that the ‘“proprietary data” be retalned in
confidence and not be further disclosed; o

{c) This “proprietary data” msay be used
by the Government or others on ita behalf
for emergency repair.or overhaul work under
the restriction that the “proprietary data” be
retained in' confidence and not be Iurther
disclosed.

‘This legend shall be marked on any repro-
duction of this dete In whole or in part,

(4) Optional clause—contractor U-
censing. In many contracting situations
the achievement of ERDA’'s objectives
would be frustrated if the Government at
the time of coniracting did not obiain
on behalf of responsible third parties and
itself limited license rights in and to
proprietary contract data, Where for ex-

ampie, the contractor is required to H--

cense background patents, consideration
should be given to securing co-extensive
license rights to the Government and re-
sponsible third parties at reasonable
royalfles, and under appropriate restric-

‘tions, for contract data which are propri-

etary data in order to practice.the tech-
nology which is a subject of the contract,
When such a lcense right is deemed nec-

.essary, the Rights. in Technical Dats
{dong form) clause should be supple-

mented by the addition of paragraph (h)
below. Paragraph (h) will normally he
sufficient to cover proprietary contract
data for items amd processes that were
used in the contract and are necessary
in order to insure widespread commercial
use of & subject of the contract. The
expression “subject of the contract” is
intended to Hmit the licensing required
in clause (h) below f{o the felds of teche
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nology specifically contemplated -In the -
contract effort and may be replaced. by
& more specific statement of the felds of
technology intended to be covered in the
manner deseribed in § 9-8.107-5(b) (9)
of Bubpart 9-9.1 of these Regulations
pertaining to. “Background Patents.”
Where,. however, ‘proprietary confract
data cover the main purpose or. basic
technology of the research, development
or demonstration effort of the contract,
rather than subcomponents, products or
processes which are ancillary to the con-
tract effort, the limitations set forth-in
subparagraphs (1)-(4) of paragragh (h)
should be modified or deleted. Paragraph
(h)- further provides that technical data
may be specified in the contract as being
excluded from or not subject to the li-
censing requiremen$s thereof. This ex-
clusion can be implemented by limiting
the applicability of the provisions of par-
agraph (h) to only those classes or cate-
gories of proprietary data determined as
being essential for licensing. Although
contractor licensing may be required
under paragraph (h), the final resolution
of questions regarding. the scope of such
licenses, the terms thereof including pro-
visions for confidentiality and reasonable
royalties, is then left to the negotiation
of the parties with resolution of the issues
being made, if necessary; by a court of
competent jurisdiction.

th) Contracior leensing. 'Exoept a5 may be
otherwise specified in this coniract.as tech-
nical data not subject to this paragraph, the
Contractor agrees that upon written ap-
plication by ERDA, 1t will grant to the Gov-

'ernment and responsible third parties, for

purposes of practicing a subject of this.con-
tract, & nonexclusive license in any coniract
data which are proprietary data on terms and
conditions reasonable under the circum-
stances including appropriate provisions for
confidentlality; provided, however, the Con-
tractor shall not be obligated to license any
data if the Contractor:demonstrates to the
satisfection of the - Administrator or' his
designee that:

(1) Such data are not essential to. the
menufacture or practice of hardware de-
signed or fabricated, or prooeeses developed
under this contract;

(2) Such data, in the form of res'ﬂlta ob-
tained by their wuse, have a commercially
competitlve alternative avallable or readily
introduceable trcrm one or more other’
sources;

{3) Such data, in the form of results oh-

“tained by their use, are being supplied by the

Contractor or its MHcensees jn sufficlent
guantity and at reagsonable prices to satisfy
market needs, or the Contractor or its’ li-
censees have taken effective steps or within &
reasonable time are-expected to take ef-
fective gteps to 20 supply such data in the
form of results obitained by its use; or -
(4) Buch data; In the form of resulis ob-
talned by their use, can be furnished by
another firm gkilled in the art of manufac-
turing items or performing: processes of the
pame general type and character necessary
w achieve the contmct results. :

() Rightsin data—specml works (1)
The clause set forth in paragraph (2) be-
low shall be used in all contracts where
the principal purpoee or a task of the
contract is the production of copyright-
able works, even though such works may
incorporate uncopyrighted materlal- or
material previously copyrighted by the



contractor or others. Such eontra.cts in-
clude those:

(1) Primarily for production of motion
bleture - . of .. television recordings . or
seripts, - musical compositions or : ar-
mngements sound tracks or recordings;
translations; adaptations, and thé Hke;
. (b :For ‘books, .compllations; surveys,
histories, . or technology m.form.a.tion
pamphlets =

(i) For works pertainmg to manage-
‘ment studies, support services, training,
career guidance, or similar functions of
ERDA; and L

(iv) For works pertaimng to g-uidance
or instruction of . ERDA officials. or em-

ployees in the discharge of officia) duties."

The clause in paragraph  (2) below
should be modified with the assistance
of patent counsel where the conftract
calls for the editing, translation, -addi-
tion; or other modification of the subj ect
matter of -an existing work,"

(2) . Rights m data—-speczaz works
olause

EIGH'rs IN DATA—-SPECIAL WORKS .. .
{a) The term’ ‘“Dats” - as wsed herein

means recorded information vegardless- of

form -or characteristic, such as writings,
sound - recordings, pictorial reproductions,
drawings; -or other graphic representations,
and works of simllar nature (whether or not
copyrighted) which are specified ‘to. be. ‘deéx

livered under this econtract. The term  ine’

cludes data such as manegement studies and
data produced: urider support services ¢oh=-
tracts but does not include fSnancial reports,
cost analyses, -and other information inci-
dental. to contract:administration, ;- - ..

() All-data first produced or composed in
the course of or under this contract shall
be-"the sole property of the : Government.
Except with the prior written permission of
the Contracting Officer, the Contractor agrees
not t0 assert any rights at common law or
in equity or establish any claim to statutory
copyright in such data. The Contractor shall
not publish or reproduce such date in whole
or'in part or in any manner or form, or aiu-
thorize others 50 to do, without the written
consent of the Contracting Officer until such
time -as the Government may have released
such data to the public.

(¢} The Contractor hereby grants to or
will obtain for: the CGovernment e royalty-
free, nonexclusive .and irrevocable- license
throughout-tkhe world (1) to publish, trans-

‘1ate, - reproduce, deliver, perform, - use, &hd
dispose of, In any. manner, any and- all
data which are not first produced or coms
posed in the performance of this contract
_but which are incofporated in  the work
furnished under this contract; and (2) to
suthorize others so to do.

“{d} The Contractor shall lndemnify and
save and hold. harmless ‘the (Government, tts
officers, agents, and empleyees acting with-
in the scope of their official dutles against
any lability, ineluding costs and expenses,
(1) -for violation of proprietary rights, copy-
rights, -or ‘rights of privacy, arising-out . of
the public translation, reproduction, deliv-
ery, perfofmance, use, or disposition of any
data furnished under thiz contract; or.(2)
based upon any Hbelous, defamatory, or
c&ig:er unlaw!ul mnttar contained in such

ta.: .

{e}” Nothlng contained in this clause shall
imply 8 lcense fo fhe Government under
any patent, or be constructed ks affecting tho
scope-of any Heenses or other rights othér-
‘wise granted to the Government ynder any
pstent : . .
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-(g) Rights in technical data clause
(short form) (1) The clause set forth
in paragraph (2) below may be uséd. in
eontracts for basic -research ‘including
grants, Special Support Research Agree-
ments with educational Institutions, con-
tracts with consultants, contracts for
symposia or for the conduct of training
and educational programs, and in-other
contracts '.of & -similar  nature. This
clause shall not be used in-any contract
where proprietary information of the
coniractor ‘may be utilized in the per-

formance of work under the éoniract,

and in such instances.the Additional
Technical Data Requirements clause of

‘§ 9-9.202-3(c) and the Rights in Tech-

nical Data (long form) clause of §9.202-
3(e) (2) shall be used. The short form

-clause -of . this séction shall not be used

in situations involving long-term con-
sultancy -arrangemerits for work in
ERDA programs - covered by ERDA
Manual Chapter 7604, Int such instances
the clauses in ERDAM 7604 shall be used.

(2). Rights in technzcal data ClaUs e
short form.

RIGHETS 1N Tmcamcu. DATA—SH:mT Form

(s) Deﬁnitzons The defitiltions of: terms
set forth In 41 CFR 9-9.201 mpply {0 the ex-
tent these terms are used herein,

{b) AMNocation of rigrhts (1) The Govern-
ment shall have: -

(i) Unlimited rights in technical dats first
produced or specifically-used 1n the perform-
ance of this contract;

- (i) 'The right of the Gontmctmg Omoer
or his representatives fo Inspect at all rea-
sonable times up to three (3) yearsafter final

‘ payment under this contract all technical

dats Airst produced or specifically nsed in the
eontract (for- which -inspection: the  Con-
tractor or  1ts suhcontractor shall a.fford
proper facilities io ERDA);

(lii} - The right to have any techmcal data
first produced or specifically used in the per-
formance of this contract dellvered to the
Government as the Contracting Officer may
from time to time direct during the prog-
ress ‘of the work or in any-event as the Con-
tracting Officer shall direct upon oompletion
or termingtion of this contract.

_{2) The Contractor shall have:

The right to use for its private purposes,

‘subject to patent, security or other provi-

slons of this contract, technical data 1t first
produces in the performance of this contract
provided the data requirements of this con-
tTact have been met as of the date of the pri-
vate i8¢ of such data. The Contractor agrees
that to the extent it recelves or is given access
to proprietary data or other technical, busi-
ness or inancial data in the form of recorded
information from ERDA or an ERDA contrac-

: tor or ‘subcontractor, the Contractor shall

treat such data in accordance with any re-
strictive legend contained thereon, unless use
is speclfically suthorized by. prior written
approval of the Contracting Officer.

(¢} Copyrighted materiel. (1) The Gon-
iractor agrees to, and does hereby grant to
the Government, and to its officers, agents.

- servants and employees aoting withm the’

scope of thelr dutles:
(1) A royalty-free, nonexcluslve, trrevoca-

-ble license to reproduce, -translate, publish,

use, and dispose of snd to authorize others
0 to do, sl copyﬂghtable material first pro-
duced or composed in the performance of
this contract by the Coniractor, 1ts employ-
ees or any individual or concern specifically

_'e_mployed or asslgned to originate and pre-

pare such material; and




(1) & license as aforesaid under any. and
ail copyrighted or copyrightable works not
first produced or composed by the Contractor

in the performance of this contract but

which are Incorporated In the material fur-
nished under the contract, provided that
such llcense shall be only to the extent the

Contragtor now has,: or. prior. to complet:.on,

or final settlement of the contract may &C-
quirs, the right to grant such license with-
out becoming liable to pay compensatlon to
others solely because of such grant. -

{2) The Contractor agrees that it will not
knowingly include any material copyrighted

by others in any written or copyrightable-

material furnished or. dellvered under this
contract without a license ag provided for in
subparagraph (1} (i1) hereof, or without the
consent of the copyright owner, unless it ob~

tains specific written approval of the Con~
tracting Officer for the. l.ncluslon of such

copyrighted material.

§ 9-9.202—4 _Procedur'es (gover'nment-.
) owned, conlractor-operaled facﬂi-_

ties).

(a) General. It is. essential tha.t ERDA'.

maintain “confinuity in  its - programs
which are implemented by contracts for

the operation of Government-owned,

contractor-operated. facilities.- Contract
data first produced or specifically used in
the performance of such contracts must
be considered as integral to and remain-

ing with the facility or plant after ter-:
mination of such .contracts: and- thus .

available to ERDA and its future con-
tractors for the continued use. of the fa=

cilities or plant. However, it is recognized.

that these contracts by their nature can-
not. always: be subject to one set of;pre-
seribed contract provisions which will al~
ways apply. Accordingly, the Rights in
Technical - Data—Facility - clause = set
forth in paragraph (c).(2) below is to be
used as e basic or minimal clause which
may be modified or expanded with the
concurrence of patent. counsel to meet
particular contract situations.

(0) Subcontracting. Unleéss otherwise .
directed by the contracting officer, the .

contractor shall follow the policy and
procedures of § 9-9.202-1, 2, and 3 above
and shall employ the provisions of the

Additional Technical Data Requirements-

clause of §9-9.202-3(c). and the Rights
in Technical Data clause of § 9-9.202-3

(e)(2) where appropriate except in sub- '

contracts for the design of special pro-
duction. plants ‘or facilities .or specially
designed egquipment for such facilities or

plants. in- which instances contractors .
shall include the provisions of the Rights
in Technical Data clause. of § 9-9.202-4..

(c) Rights in techwnical data: clause—

facility. (1) Whenever & contract has as_ -
a ‘purpose the operation of a Govern-.
ment-owned contractor-operated . .re- -

search or production facility, the clause
set forth in (2) of this paragraph shall

normally be included in the contract, In-.

asmuch as this clause secures to the Gov-
ernment ownership, access to, and, if re-
quested, delivery of all technical data

first produced in the performance of the :
contract -and access to and delivery of -

technical dats which are specifically used

in the pérformance of the contract, there
is no need to include the Additional

Technical Data Requirements cIause of
§ 9-9.202-3¢¢).
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(2)- nghts in technical data clause—--
facility. -

Rmm's w 'I‘mcnmn. DAm--—Facn.m

(a) Depinitions. (1) "Pechnical Data”
means trecorded information, regardless of ..
form or characteristic, of_a scientific or tech- .
nical nature. It may, for example, document .
research;  experimental,  developmental, or. -
demonsta-a.tlon. or engineering work-cr-be .
usable or used to define a design or. process
or to procure, produce; support, maintain, or
operate materiel. That data may be graphic. .
or.'pictorial deltneations in- media such as
drawings. or- photographs, text in.specifica-
tions. or related performance or design-type -
documents, or computer software (including .
computer programs, computer software dsata.
bases  and computer software documenta-.
tion) . Examples.of technical data tnelude re-.
search and. engineering data, .engineering
drawings and associated lists, specifications,
standards, process sheets, manuals, technical.”
reports, eatalog item. tdentification . and Te=
iated information. Technical! data as. used
herein does not include fnancial reports, cost
analyses and other information incidental to
contract administration. .

(2) “Proprietary Data”, means “technical |
data which embody trade secrets developed .
at private expense, such as design procedures
or techniques, chemical _composition of ma-
terials, or manufacturing methods, processes,

or treatments, including minot mod.mcations_ i
thereof, provided that such data: -

(1) Are not generally known or available’
from other sources without obligation con-'
cerning their confidentiallty; Lo .

(il) Have not been made available by the
owner to others without obligation concern-
ing thelr confidentiality; and ~

{iil) Are not already avatlable to the Gov-
ernment without obligation concernlng then"
confidentlality.

(3). “Unlimited Rights’ meéans rights to
use, duplicate, or disclose technical data, In
whole or in part, in any manner and for any
purpose whatsoever, and o permit others to
do. 50, '

(b} Allocation of rights. (1) The Govern-*
ment shall have;

(1) Ownership in all technical data first
produced in the. performance of ‘the ‘con- ;
tract, '

(1) The right to inspect technical data -
first produced or specifically used in the per-
formance of the contract at all’ reasonablo ;
times (for whieh inspection the proper facil- -
ities shall be afforded ERDA by the Contrac«
tor and its subcontractors), :

(ili} The right to have all techmcal data
first produced or specifically used in the per- -
formance of the contract dellvered to the
Government or otherwise disposed of by the
Contractor, either'as the Contracting Officer
may from fime to time direct during the prog-
ress of the work or im.any event as the Con-
tracting Officer shall direct tipon completion
ot termination of this contract, provided, that
nothing contained in this paragraph shall
requitlre the Contractor to actually deliver
any technical data the delivery of which is
excused by this Rights in _Technlcal Data
clause, ’

(iv) Unlimited rights in technica} da.ta
specifically- used i the performiahce of this
contiact except technieal data pertaining to
items of -standard commercial design; the -
Contractor agrees to leave a copy of such
technical data at-the facility or plant to -
which such dsta relate, and to make avail-
able for access or G deliver to the Govern-:
ment such data ‘upon request by the Cons
tracting Officer; provided, that if such daba
are proprietary, the rights of the:Government -
in such data shall be.governed solely by the
provisions of paragraph (¢) hereof-—"Limited .
Rights In Proprietary Data " o '



{v} The right to remove, cancel, correct
or ignore any marking not authorized by the
terms of this contract on any techinical data
furnished hereunder if, in response to a writ-
ten inquiry by ERDA concerning the pro-
priety of the markings, the Contractor fails
to respond thereto within 60 days or fails to
substantiate the propriety of the markings.
In either case ERDA will notify the Contrac-
tor of ithe action taken.

{2) The Contractor shall have:

{1} The right to withhold tts ptoprietary .

data, subject to the provisions of this clause;

(i1} The right to use for 1ts private pur-
poses, subject to patent, security or other
provisions of this contract, technical data 1t
flrst produces In the performance of.ihis
contract, provided the data requirements of
this contract have been met as of the date of
the private use of such data, The Contractor
agrees that to the extent it recelves or is
given access to proprietary -data or other
technlesl, business or financial data in the
form of reoorded information from ERDA or
an BERDA contractor or subcontractor, the
Contractor shall treat such data in- accord-
ance with any restrictive legehd contained
thereon, unless use is specifically authorized
by prior written approva.l of the Contracting
Officer.

(3) Nothing contained in this clause shall
imply a Hcense to the Government under
any patent or be construed as affecting the
scope of any licenses or other rights otherwise
granted to the Government under any
patent.

(e} Copyrightéd material. (1) The Con-
tractor shall not, without prior written au-
thorization of the Contracting Officer, estab~-
lsh a claim to statutory copyright in any
technical Gatae first produced in the perform-
ance of this contract. To the extent such
authorlzation is. granted, the Government
reserves for itself and others acting on 1ts
behalf a royalty-free, nohexclusive, irrevoca-
ble, world-wide license for Governmental
purposes to publish, distribute, translate,
duplicate, exhibit and perform any such data
copyrighted by the Contractor.

{2) The Contractor agrees not to Include
in the technical data dellvered under the
contract any material copyrighted by the
Contractor and not to knowingly Iinclude
any material copyrighted by others without
first granting or cbtalning at no cost a license
therein for the benefit of the Government
of the same scope #3 set forth in paragraph
{¢) {1) above. If the Contiractor believes that
such copyrighted matertal for which the 11~
cense cannot be obtained must be incuded in
the technical data to be delivered, rather
than merely Incorporated therein by refer-
ence, the Contractor shali obtaln the written
authorization. of the Contracting Officer to
include such material in the technical data
prior to its delivery.

(d) Subcontracting. (1) Unless otherwise
directed by the Contracting Oficer, the Con-
tractor agrees to use In subcontracts having
as & purpose the conduct of research,«evel-
opment or demonstration or in subcontracts
for supplies, the confract clause provisions
in 41 CFR 9-6.202-3(¢) and 41 CFR $-9.202-
3(e)}(2) in accordance with the policy and
procedures at 41 CFR §-9.202- 1, 2, and 3.

(2) It is the responsibility of the Contrac-
tor to obtaln from its subcontractors rights,
" on behalf of the Government, 1n techhical
data necessary to fulfill the Contractor’s obli-
gations to the Government with respect to
such data. In the event of refusal by a sub-
contractor to accept a clause affording the
Governinent rights In technical dats as set
forth above, the Contractor shall:

(1) Promptly submit written notice to the
Contracting Officer setting forth reasons for
the subcontractor refusal and other pertinent
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information which may expedite disposition
of the matter; and

(i) Not proceed wikh the subcontract
without the written suthorization of the

-Contracting Officer:

(d) Optional clause—limited rights in
proprietary data. In contracts where it is
determined that delivery of proprietary
data is necessary with limited rights in
the Government, the Rights in Technical
Data clause of this section shall be sup-

plemented by the additional paragraph -

(e) set forth below. Paragraph {(e) pro-
vides that technical data may be speci-
fled in the coniract as being excluded
from the delivery reguirements thereof.
Alternatively, paragraph {e) may be
limited or made applicable to only those
classes of proprietary data determined
as being necessary for delivery with lim-
jted rights, In addition, when furnish-
ing proprietary data with the Limited
Rights Legend, subparagraphs (a), (b,
and (¢) thereunder may be modified as
follaws, When proprietary data is to be
furnished only for evaluation, subpara-
graph (a) of the Limited Rights Legend
shall be used, and subparagraphs (b) and
(), if otherwise inapplicable, may be

deteled. When there is a programmatic

requirement that proprietary data be dis-
closed to other ERDA contractors only
for information or use in connection with
work performed under their contracts,
subparagraph (b) of the Limited Rights
Legend shall be used, and subparagraphs
(a) and (¢) may be deleted if otherwise
inapplicable, In either of the foregoing
examples, the contractor may,; if he can
show the possibility of a conflict of in-
terest because of disclosure of such data
to certain contractors, or evaluators, ex-

clude such contractors or evaluators: .
from subparagraphs (a) or (b). If the

data is required solely for emergency re-
pair or overhaul, subparagraph (¢) of the
Limited Rights Legend shall be retained,
and subparagraphs (a) and (b}, may un-
less otherwise applicable, be deleted. In
the event that it is determined that all
of the subparagraphs (a), (b}, and (¢}
of the Limited Rights Legend are to be
deleted, the word “none’” shall be inserted
in the Legend after the colon (:). "L
(e) Limited rights in proprietary data,
Except 8s may be otherwise specified in
this contract as technical data which are
not subject to this paragraph, the Con-
tractor agrees to and does hereby grant
to the Government an irrevoeable, non-
exclusive paid-up license and right to use
by or for the Government any proprie-
tary ddta of the Contractor specifically
used in the performance of this contract;
provided, however, that to the extent that
gny proprietary data-when furnished or
delivered is specifically identified by the
Contractor at the time of initial delivery
to the Government or a representative of
the Government, such data shall not be
used within or outside the Government
except as provided in the “Limited
Rights Legend” set forth below. All such
proprietary data shall be marked with
the following “Limited Rights Legend”:
. Linmrrep RicHTs LEGEND,

This “proprietary data,™ furnished under




Contract No. ____ .. with the United States
Energy Research and Development Adminis-
tratlon (and purchase order No. _..... if ap-
plicable) may be duplicated and used by the
Government with the express linitations that
the “proprietary data’ may not be disclosed
outside the Government or be used for pur-
poees of manufacture without prior permis-
slon of the Contractor, except that further
disclosure or use may be made solely for the
following purposes:

(a} This “proprietary data” may be dis-
closed for evaluation purposes under the re-
striction that the proprietary dats be re-
tained in confidence and not be further
disclosed;

(k) This proprietary data may bé disclosed
to other Contractors participating in the Gov-
ernment'’s pregram of which this contract is
a part for information or use in connection
with the work performed under their con-
tracts and under the restriction thet the
“proprietary data’” be retained. in confidence
and not be further discleosed.

(e¢) This “proprietary data” may he used by
the Government or others on lts behalf for
emergency repair or overhaul work under the
restriction that the “proprietary data” be re-
tgined in confidence and not be further dis-
closed.
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Tiils legend shall be marked on any repro-
duction of this data in whole or in part.

§ 9-9.202..5 Negotiations and devin-
tions.

Contracting officers shall contact the
fleld patent counsel assisting the activity,
or the Assistant General Counse]l for
Patents, for assistance to the contract-
ing officer in selecting, negotiating, or
approving appropriate data and copy- -
right clauses in accordance with the pro-
cedures as set forth in § 9-9.107-4(k). In
particular, advice of patent counsel
should be obtained regarding the ap-
propriateness or modification of optional
paragraphs (g) and (h) of the Rights in
Technical Data (long form) clause, the
exclusion of specific items of proprietary
data from paragraph (f) in said clause,
and the exclusion of the Additional
Technical Data Reguirements clause of
§ 9-9.202-3(c}).

[FR Doc.T7-19987 Filed 7-12-T7;8:45 am]
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‘Government Patent Policy:
| Time for Compromise

WILLIAM OTIS QUESENBERRY *

Introduction

Until the beginning of the Second World War, government
research and development was primarily a modest in-house effort,
the major ‘part of which was still devoted to agriculture and the
development of land resources. The requirements of modern
warfare then led scientific inquiry into such fields as aviation,
atomic energy, shipping, electronics, etc. The nation’s rise to the
challenge of the war emergency was the opening salvo of an
unprecedented explos:on of new technology which the United
States has experienced in the past three decades.

Good or bad, inevitable or not, the federal government has’
continued its leadership which it started during the War and
federal funds support about two-thirds of all research and de-
veiopment performed in this country today. In the current fiscal
year, each working day will see some 80 million tax dollars go for

* Mr. Quesenberry is the Departmental Patent Director, Office of Naval Re-
search, Arlington, Virginia. He received his B.S. from Virginia Polytechnic Insti-
tute (1943) and his J.D. from The George Washington University (1949). He
received his \L.L.M. degree from The National Law Center of The George
Washington University this year. The following article was submitted in partial
fulfillment of the requirements for his Master of Laws degree.
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research and development about one-half that sum was a yearly
research and development budget before World War II came
along to disturb the tranquility of science and technology

Laboratories and technical staffs of government agencies have
mushroomed in the past thirty years. However, a sighificant
phenomenon of the ever increasing governmental investment in
research and development has been the turn by the government
toward cooperative effort with private industry. The result has
been the evolvement of a government-industry relationship which
is now firmly founded upon a federal policy of contracting-out the
vast majority of the research and development work considered
essential to public purposes.

This means that the federal government now procures a differ-
ent type of product from the private sector and the use of
procurement policies of general application for research and de-

velopment creates special problems. Research and development are -

in many ways essentially different from goods and services ob-
tained by the government for other purposes. It is a relatively
simple matter to provide for unequivocal transfer of all title and
rights in off-the-shelf purchases of tangible products such as
shoelaces, generators or vehicles. In the case of research and
development, however, the “product” is more often than not

intangible—an idea, a system, a design, a method, an invention.

The traditional concept of simple sale and purchase is not always
“easy to apply to intellectual property such as an idea or discovery,
and rights and title to-these can therefore take such legal form as a
patent.

Thus, the procurement of research and development resuits not
only in the solutions of current governmental needs but also in
discoveries or developments of a patentable nature useful not only
to the government but which have actual or potential commercial
value. Accordmgly, r1ghts to inventions rising out of government-
sponsored research and development have a triple significance to
the government. in the form of “immunity,” “pecuniary” and

“exclusionary” values. Immumty value as a means of reducmg or
ehmmaung the costs to the United States of making or using
anEﬂthﬂS lﬂ COHHCCUOH Wlth government productlorl or procure-

ment is obvious. Pecuniary value as property to be sold, licensed or .

exchanged for other patent rights has been ignored up to now.
Exclusionary value is the source of the so-called “commercial
rights” in inventions resultmg from government-financed research
and development and is the value which has ¢reated an unresolved
problem of law, philosophy and emotion.




RS

Government Patent Policy 7

There has been continuing concern-and disagreement regarding
the control, disposition and: use of patent rights in inventions
resulting from research conducted or financed by the government.
This (and the attempt-at formulation of a policy for such inven-
tions that will best serve the public interest) furthers the progress

‘of science and brings about the most widespread enjoyment of its

benefits; however, this argument has divided interested parties into
separate ahd immovable camps of advocacy for -the past:three
decades. These two camps are sustained by opposing schools of
thought. One school, which is considered the traditional one at
least by its proponents,' probably dates back as long as there has
been federal sponsorship of research and development. It covers
the bulk of patentable inventions generated with government
funds.®? This point of view holds that the government should
acquire only those rights to inventions which it needs, namely, the
free use of such inventions for governmental purposes.

At the opposite end of the spectrum is a school of thought which-
holds that the governrnent should, as a general policy, acquire all
rights, including patent rights, to inventions conceived under
government- -sponsored research. This concept probably had its
origin in the Temporary National Economic Committee hearmgs
of the late 1930’s. The point of view first won official approval in
the recommendations contained in a report of the Attorney Gen- .
eral in 1947% and has been makmg leglslatwe and administrative -
in-roads’ ever since.

As the issues surrounding the allocation of invention rights
became more pronounced, the Congress acted to-provide statutory
guidance, but strictly on an ad hoc approach. Since 1947, the
Congress in'establishing or authorizing programs of the various
research agencies has written into each act widely differing provi-
sions for both research and the inventions resulting therefrom

! Machinery and Allied Products Institute, Reconsidering Governmens Patent Poli-
¢y: A Review and Analysis (Washlngton D.C.: MAPIL, 1960), p- 2. “This attitude is
called traditional because: (1) it would appear to be most in keeping with the free
enterprise system of the United States and with the philosophy which motivated

~ the authors of the Constitution to authorize a patent system,; and (2) this policy is

still the prevailing policy among most Federal agencies, including the Department
of Defense, the notable exceptions being the AEC and NASA.":

? Army, Navy and Air Force research programs account for sixty-seven percent
of the patent applications filed on government-financed inventions. S¢e Federal
Council for Science and Technology, Annual Report on Government Patent Policy:
Combined December 1971 and December 1972, Table 1, pp- 125, 137.

* U.8., Department of Justice, Investigation. of Government Patent Practices and

Policies; Re;bort and Recommendations of The Attorney General to the President, 3 vols.,
1947,
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These provisions have ranged from no . policy statement at all
- (leaving it to the agency or the Executive to set policy by regula-
tions) to the very specific and highly restrictive policy set in the
AtomieEhergy Act and other :statutes covering specific areas of

technology. In its first and only effort at resolving the allocation of -

rights issue on a government-wide basis, the Executive Branch. sup-
ported a flexible policy to accommodate the missions of the various
agencies.! This administrative fiat may have softened the absolute
stand .of agencies practicing at the opposite poles of “license” and
“title” theory, but did little to bring uniformity to government
treatment of the rights question.

Thus, after three decades of rhetoric, dlsagreement and
piecemeal guidance, the patent policy applied to the federal re-

search program (which has reached .an annual level of $20 billion -

and is still growing) is a policy based both on legislative and
executive action. The condition is one of disparity and diversity in
which the United States government, the largest corporation in the
world, has no single over-all and certain policy defining the relative
rights of government and its research contractors with respectrto
contract ()rlgmated inventions.

The dilemma is three-dimensional. Supporters of the two schools
of thought are now firmly entrenched in their respective camps of
advocacy. There have been few, if any, who have crossed over since
the ideological lines were drawn some thirty years ago. Each new
generation of enthusiasts merely takes up the gauntlet from weary
precursors.and flails away. with well-worn arguments, pro and con.
In the course of the battle, advocacy of a uniform license policy is
usually coupled with admiration for the patent system, and the
banner is staunchly carried by patent lawyers morally supported by
American businessmen. Advocacy of a uniform title policy, often
accompanied by hostility to the: patent system, is aggressively pur-
sued by an equally dedicated core of liberal politicians nourished
by the convictions of economists -and antitrust lawyers. The third
dimension, under a banner of “ﬂexnblltty not umformlty, .merely
endorses a kaleidoscope of mission and constituency influericed
policies. It really has not solved the basic controversy. Given
enough time, it stands to be impermeated by the steady flow of

restrictive legislation which slowly enlarges the beachhead for the

title. forces in the battle,

This writer, as a patent lawyer, tends by nature to see the patent -

4 U.S., President, “Statement of Government Patent Pollcy,” Federal Regm!er 28
no. 200 12 October 1963, -10943-6. :
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system as the means for returning the fruits of government-
sponsored research and development to the taxpaying consumer

~ who paid for it in the first place. However, yet another treatise

extolling the virtues of either the license or title philosophies
scems to-be one thing the controversy has little need for today.
There is litde, it anything, new to be said. In addition, probably no
new ways are left to express the old arguments, No converts {from
one philosophy to the other can be expected.

Viewed objectively, neither policy has shown a respectable track
record for returning over two hundred billion taxpaid dollars
worth of new technology to the public marketplace. Accordingly, it
is the objective of this paper to look critically at both approaches to
the distribution of rights to invention and reach for a workable
single uniform policy. Such a policy may not satisfy either en-
trenched philosophical camp. However, it is hoped that this pro-
posal will meet. the needs of the government, the contractor, and
most of all, the needs of the pubhc as this writer views them. After

thirty years . and $200 billion, it is time for compromlse

The Stmggle for Uniform Polzr:y

As the federal government has grown in size and scope, it has, in

“the main, adopted general uniformity in the policy and procedures

with which it deals with both its employees and the public. Person-
nel policies, fiscal practices, procurement regulations, etc. are de-
lineated in great detail, widely promulgated and policed by all
three branches of government. Uniformity has obvious advantages
both to govcrnmcntal agencies and to those who must interact with
them, At least in theory, the benefits of sound business principles
are extended to all agencies. Also, inconsistencies in agency prac-
tices are reduced, whereby'they can compete with each other on
equial terms and avoid competmon among themselves. This both
strengthens the governments bargaining position in its transac-
tions and minimizes the ability of "others, be they employees,
contractors etc., to play one agency against another. At the same
time those deahng with government, especially individuals and
small business concerns, would seem-entitled to know and under-
stand beforehand . the policy, regulation and practice which the
government will rely upon and should not be subjected to a maze
of individual reactions, interpretations and practices by its various
agencies. These are the general objectives of uniformity of gov-
ernment policy and practice

Federal patent policy is one area of government interaction
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where there have been decades of debate and struggle for unifor-

mity with little gain. In general, the missions of old-line executive

agencies tend to fall into the two main groupings of procurement
and public service, with the missions of post-war agencies chartered
in new and éxotic fields of atomic energy -and space exploration
somewhat in.between. The first mentioned group, typified by the
Department of Defense, is concerned primarily with the develop-
ment of new and better items of material and equipment for their
own use. On the other hand, public service agencies, typified by the
Department of Agriculture, are concerned primarily with the de-
velopment of new items and ideas that, placed in public use, would
advance the national economy and welfare. |
Differing missions have historically formed the rationale for

differing philosophies as to patent rights. However, the purpose of

research and development procurement, as the major reason for
different policies throughout government seems questionable as to
its basis.® There are two types of inventions generated under
government sponsorship. The first is -a device or process having
only government (e.g., military) application. The second is an
invention having commercial utility. For the first type the only
potential customers are the United States or foreign governments.
In that case, it seems immaterial to the government whether it

takes title or a license since in either case it receives the right to.
practice the invention or have it pld(.tl( ed for governmental pur-.
poscs, ‘The contractor (or employu inventor) also should have little

preference since exclusivity in potential sales to the government is
impossible. On the other hand, inventions capable of commercial
application generally require further risk capital to bring them to
the commercial marketplace and are always more alluring and
profitable to an entrepreneur with exclusive rights. It seems, there-
fore, that more than the particular nature of agency mission, the
nature of invention applicability comes closer to dictating the
rationale for ownership in any agency and, in fact, in government
research and development as a whole.

As far back as 1943, President Roosevelt, in 1nauguratmg a study

by the Department of Justice of the patent policies and practice of
government agencies, noted the- "need for a uniform
Government-wide policy with respect to the ownershlp, use or
control of inventions made by employees of the Federal Govern-

5 Dobkin, “Patent Pollcy in Government Research and Development Contracts,
53 Vlrgmla Law Review 591 (1967)
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ment, or by employees of Government contractors in the course of
performing contracts financed by the United States.”® In his final
report four years later, the Attorney General concluded that the
investigation by his qurtment tully (lt-monstmtcd thc soundness
of that observation.”

For the next fifteen years the debate centered not so much on
whether or not there should be uniformity, but on the question of

what kind of standard patent policy the government should have.
Those who support a uniform license policy, mindful of the
advantages of the patent system itself, insist that the merits of a
license policy and the merits of the patent system should not be
considered as separate questions.

Similarly, those who advocate that the government uniformly
takes title and dedicates its inventions do so in part because they
view the patent system with critical eyes. They argue that patents
can be barriers to progress and hence progress is best achieved if
patented inventions become public property.®

Industry Attitudes

The nongovernmental interest groups in the debate over un-
iform government patent policy have been industry, nonprofit
orgamzamons including universities, and the patent bar. These
groups in their own proper self-interest have consistently urged
that the government’s contractor is entitled to the fruits of patent-
able inventions which he develops.” Thus, the private sector has
publicly favored a license policy and has sought its extensmn to all
government research and development contracts.’

! Note 3, supm Vol I at 8. - ' :
i '

* Watson, Brlght and Bums, "Federal Patent POllCleS in Contracts for Research
and Development,” 4 The Patent, Trademark, and Copyright Journal of Research
and Education (Idea) 295, 299 (Winter 1960),

"1t should be noted that some government contractors who are primarily
engaged in manufacturing and do not pursue strong R&D programs find their
self-interest in ready access to.the inventions developed by others. On occasion,
this type of contractor has spoken out against the general industry’s stand on
patent rights,” -

1* Machinery and Allied, Products Institute, -Federal, Patent Policy {Washington,
D.C.: MAPI, -1960), p. 35, MAPIL, a frequent voice for mdustry on government
patent policy, recommended:

“}. The Government as a matter of general policy, should limit 1tself to the

acquisition of royalty-free, nonexclusive licenses to inventions first con-

~ceived or reduced to Ppractice durlng the performance of Government
research and development contracts.
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Nongovernmental groups have been frustrated by plece meal

‘treatment of contract patent policy during the years in. which

debate over uniformity has continued. They have seen . patent

provisions in Atomic Energy Commission and National, Aeronau-

tics and Space Administration legislation and subsequent special
technical programs begin to build a counterbalance to the domi-
nant influence of the license policy of the Department of Defense.
Dealing with ditferent agencies has meant inconsistency in obtain-
ing the favorable patent rights terms to which they have become
accustomed. Industry, trade associations and the patent bar have
continued to press for executive consistency!' and legislative un-
iformiry'? in the direction of government-wide adherence to a
policy which would' leave title to inventions with the contractor.

Agency Attitudes

The Executive Branch of government has great interest in the
final outcome of the debate over government patent policy: How-
ever, individual agency posture insofar as uniformity is concerned
has been characteristically a “live and let live” attitude. The lack of
uniformity of federal agency patent policies is long standing. On one

end of the spectrum, the title policy of the Department of Agricul-
tare ¢an be traced back to the nineteenth century.'® At the other’
end, the license policy of the military departments llkew1se had its-

origin long ‘ago.
How do the agencies publicly justify their varying policies? Slnce
most statutory provisions on patent policy are somewhat ambigu-

ous, and since some agencies do not even have a patent policy

mandate from Congress, they generally have rationalized their
dppl()a(hes on the basis of their research and development mis-
sions. As a consequence, the belief has developed within the

Executive Branch that particular missions should-carry particular -

kinds of patent policics. These missions are usually distinguished
according to whether their-aim is to advance technology for the use
of the government or for the public.’* :

2. This policy, which has been adopted by the Department of Defense, should g

be followed by all Federal agencies.’

't Solo, “Patent Policy for Government-Sponsored Research and Development
10 IDEA 144 (Summer 1966).

'* Aeruspace Industries Association, Im.'mtwns and Patents in Govemmfnt Con-
trarting (Washington, D.C.: AlA, July 1971), p. 8.

2 Note 8, supra at 296.

14 Lambright, “Government, Industry, and the Research Partnership: ‘The Case
ol Patent Policy,” 28" Public Admlmstrai_lon Review 216 {March/April 1968).
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Furthermore, to understand why one government has many
patent policies, it is necessary to look beyond the agenc1es It is
necessary to look at the kinds of relationships agencies have with

‘the congt essional committees-and interest groups most concerned

with a given policy area. The relative weight given the claims of
property and commerce in invention by an agency derives from its
own views of the public interest, as those views are shaped by its
relatve bargaining power vis-a-vis the forces in its environment.
The kinds of interactions and bargaining relationships which
characterize one agency may be very different from those charac- -
terizing any other. Centrifugal forces working to maintain diversity
being what they are, if individual agencies are left to their own
prdgmatlc opuons, diversity of patent policy is an inevitable con-
sequence. "

Of those agencies whose missions are oriented toward technol-
ogy for governmental use, the Department of Defense, ‘which
accounts for approximately half of the government’s.research and
development expenditures, is the most visible proponent of the
license policy. Given the responsibility for national security and a
military force second to none in a world environment of rapidly
advancing technology, that agency has traditionally opted for the

‘right to accommodate its patent policy to the real world influences

on mission accomplishment. These include such factors as budget
limitations, industry cooperation and congressional and public im-
age. Under these influences the Department of Defense tends to
see a license policy as the general servant of the public interest, at
teast insofar as its own efforts are concerned. With a “bare-bones”

research and development budget to explore the myriad of path-
ways of technology, it must rely upon the laboratories of private
industry as well as its own. There is a delicate balance of cost,
cooperation and performance within the military/industrial com-
plex. This relationship is considered critical to this Department’s
success in achieving national security. Like the baseball manager
who does not break up a winning combination, the Department of
Defense is unwilling to change its patent policy, risking greater
expense and. less. performance unless it can be sure that the change
is needed and is in the public interest.!® In support of its position,

the Department of Defense is able to cite past efforts at
government-sponsored industrial research in programs such as

5 Id, at 220.
16 Keeffe and Lewis, Defense Departmem Patent Policy; Proposed Changes in ASPR
Provisions (Washington, D.C.: Department of the Navy, 1960), p. 12,
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synthclic rubber and cancer chemotherapy where operating agen- -

cies were’ unable to do thelr JObS without ex1stence of the patent
incentive.’

Agenues embracing title policy or some modification thereof are.

inclined to be either new statutory agencies such as the Atomic
Energy Commission and the National Aeronautics and Space Ad-

ministration or old line agencies whose research is public-oriented -
such as the Department of Agriculture; the Department of In- -
terior; the'Department of Health, Education, and Welfare; and the -
Tennessee Va]ley Auth'c')rity Spo‘kesmen for these agencies are -

prone to insist on the unique misstons of their agencies, on' the
peculiarities of their research and development programs, and
therefore on the appropriateness of the title policy for them.!?
However, the attitude toward government-wide uniformity here
has been the same as with the Department of Defense and other

license-oriented agencies. Patent policy has been cut to fit indi-

vidual agency needs and there has been no clamor from agencies
adhering to a title philosophy to impose their practice on others.
To the contrary, there has been one executive agency which has

consistently pushed for a uniform patent policy for the govern-

ment, In its study of “Patent Policies and Practices of Government
Departments and Agencies Relating to Inventions of Their

Employees and Contractors” the Department of Justice took a

stand on the issue and has stuck with it ever since. The 1947 report

of the Attorney General to the President contained the following:'?

“1V. Inventions Made By Government Contractors

A. FINDINGS AND CONCLUSIONS OF
ATTORNEY GENFRA[ '

‘Where patcntable inventions are made in the course of per-
f()rmmg a G()V(.rnment—ﬁnanced contract’ for research and de-

"71d. at 27.- coo R

' It is interesting to note, "however, that 4 these agem:les experience difficulties
in contracting or in technology utilization, they are prone to meet their problems
on an ad hoc basis through the appllcatmn of the incentives of the patent system.
Thus, few, if any, of the so-called “title agencies” unswervingly follow an absolute
policy of government ownership and dedication 16 the public. For example

HEW leaves title. w1th contractors or grants exclusive licenses in selected in-
stances. .

Interior on occasion leaves patent rights with contractors in se]ected instances.

Agriculture has been a pioneer in the use of thc exclusive llcense mcentlve to’

obtain commertial use of technology.

AEC has deviated: from title policy in instances of “out-field” inventions which
do not relate to nuclear fission technology.
. NASA selectively takes advantage of its right to waive title to 1nvcntlons

1 Note 3, supra at 4-5.
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velopment, the public interest requires that all rights to such
inventions be assigned to the Government and not left to the
private ownership of the contractor. Public control will assure free
and equal availability of the tnventions to American industry and
science; will eliminate any competitive advantage to the contractor
chosen o perform the research work: will avoid undue concentra-
tion of econemic power in the hands of a few large corporations;
will tend to increase and diversify available research facilities
within the United States to the advantage of the Government and
of the national economy; and will thus strengthen our American
system of free, competitive enterprise.

2..To leave patent rights to the contractor may permit the
suppression of an invention paid for by the public, or the imposi-
tion of an assessment for its use by the public to serve private
advantage. It would constitute an unequal form of reward for
comparable performarice and would terid to unbalance Federal
research by making more desirable those aspects likely to lead to
commercially valuable patent rights. . . .

B. RECOMMENDATIONS OF ATTORNEY GENERAL

1. As a basic policy, all contracts for research and development
work financed with Federal funds should contain a stipulation
providing that the Governmeént shall be entitled to all rights to
inventions produced in the performance of the contract. . . :

The primary influence in the penchant of the Department of N
Justice for a government-wide title policy clearly seems to be the
antitrust/free economy thinking which has permeated its attitude
towards patents for the past three or more decades.

Congressional Attitudes

If a provincial approach to patent policy by individual executive
agencies led to lack of uniformity, piece-meal attention (or inatten-
tion) to the subject by the legislature did nothing to remedy the
situation. Even though the military agencies have traditionally
accounted for more than half of government research and de-
velopment expenditures, in the Armed Services Procurement Act
of 1947,2° the Congress expressed no policy concerning the alloca-
tion of rights to inventions or patents. Later in 1950, when it did
speak to patent policy in the National Science Foundation. Act of
1950,2' Congress went no further than to provide that each con-
tract of the National Science Foundation should “contain. provi-.
sions governing the disposition of inventions produced thereunder
in a2 manner calculated to protect the public interest and the
equities of the individual or organization with which the contract

2062 Stat. 21 (1948), 10 US.C. § 2201 et seq. (1970).
1 64 Stat. 149 (1950), 42 U.S.C. §§ 1861-1875 (1970).
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or other arrangement is executed.”?? There was ‘no requirement
that the Foundation take title to any inventions, nor was there even
a requirement that a royalty-free, nonexcluswe license be reserved
to the government. The authorization was broad and placed patent
rights squarely within the discretion of the agency.

The first detailed statement of patent policy came as. part of the

'Atomic Energy Act of 1954.23 The Act required the Atomic Energy

Commission to take title to any invention or discovery useful in the
production or utilization of atomic energy when the discovery is
made under any contract with. the Commission, except that the
Commission is authorized to waive its claim to title under such
circumstances as the Commission deems appropriate.2* As to all
other inventions, the Commission is left free to adopt whatever
patent policy it wishes, the law merely stating: “Nothing in this
chapter shall affect the right of the Commission to require that
patents granted on inventions, made or conceived during the
course of federally financed research or operat1ons, be assigned to
the United States.”2"

The next legislative treatment of patent policy came with the
National Aeronautics and Space Act of 1958.25 Here Congress felt
obliged to require the new space agency to take title to all inven-
tions arising out of government-financed research -unless the Ad-
ministrator determines that interests of the United States will be
served by waiving. title.?’

By now the inconsistency of policy was highlighted and began to
attract greater criticism from both the private sector and the
Congress. Different agencies contracting for research with the
same industrial firm or university were offermg opposite deals with

‘respect to. the commerc1a1 rights to inventions made. Pressure
“began to mount for umformlty The Senate Committee on the

Judiciary's Subcommittee on Patents, Trademarks, and Copyrights,

‘chaired by Senator O’'Mahoney of Wyoming, stepped into. the

breach and began an eight-year struggle for patent pohcy legisla-

The OMahoney Subcommlttee staff commenced an investiga-
tion- of government patent practices, pubhshmg preltmmary re-

ports on varlotm agenaes as completed Before the mvesngaﬂon

2204 at § 1871(a) - '

2 68 Stat, 919 (1954) 42 US.C. § 2011 seq. (1970):
"4 ar § 2182, o ;
257d. at § 2189, " .
%72 Stat. 426 (1958), 42 US.C. § 2451 et seq. (1970).
#1d. ar § 2457.
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was complete and with very limited hearmgs Senator O’Mahoney
used his last report as Subcommittee Chairman to point out the
wide divergence of policy and called upon the Congress to assume
responsibility for disposition of inventions. He attacked the prac-
tice followed by the Department of Defense as “wasteful” and
“irresponsible” and proposed that, pending the enactment of gen-
eral legislative standards, the Department of Defense should, by
appropriate administrative regulations, conform its patent policy to
that of the civilian research agencies in all of their common fields of

* scientific exploration.?® The tenor of the report, plus the fact that

Senator O’'Mahoney on his own behalf introduced a bill which
provided for ownership by the government of all patented inven-
tions produced by government research, was a clear indication of
what uniform practice meant to the majority of the Subcommitiee
as then constituted. The bill was not acted upon and Senator
O’Mahoney did not return to Congress the following year. A year
later, the Subcommittee’s annual report under its new Chairman,
Senator McClellan, pointed to the urgent need for Congress to
ieglslate a government patent policy but proposed that the legisla-

- tion should have as its objectives: (a) to achieve the highest degree

of uniformity of patent policy, consistent with the differing mis-
sions of the various departments and agencies, and (b) to provide
an equitable balancing of the interests of the government and the
contractors.??

In the meantime, the outcry which greeted the patent provisions
of the Space Act, first from the patent bar, then from trade groups
and the business community, was considerable.3® An attitude
favorable toward the license policy seemed to be developed in the
- 1959 hearings before the Subcommittee on Patents and Scientific
Inventions of the House Committee on Science and Astronautics.
However, efforts of supporters such as Congressmen Mitchell and
Daddario to sharply modify the title policy given the National
Aeronautics and Space Administration in 1958 never came to
fruition. Patent recommendations of this Subcommittee were in-
cluded in a bill which passed the House but was not acted upon by
the Senate.

28 5. Rep. No. 143 87th Cong., 1st Sess. (1961). Individual views filed with the
Report by Sen. Wlley as a “balancing reply” pointed out that the Report contained
a high degree of opinion and judgment and was based on only two days of
hearings -at which only a small numbeér of witnesses were asked to testlfy and did
not include the Department of Defense. :

22 8. Rep. No. 1481, 87th Cong., 2d Sess. (1962). .

3 Wise, “Patent Problems in Government Sponsored Research,™ 45 ].P.O.8. 620
(1963). -
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Back in the Senate, the most adamant voice against retention of
invention rights by government contractors was that of Senator
Russell Long of Louisiana. Senator Long, who chaired a Subcom-
mittee on Monopoly of the Senate Select Committee on Small
Business, expounded the thesis that since the government pays for
rescarch, the government should own resulting inventions and that
patent policy as practiced by the Department of Defense is indeed
a “giveaway policy.”®' In hearings held before his Subcommittee in
1959, he was able to establish a record with the appearance of
hostility toward the concept of license policy.?? Obviously, Senator
Long’s definition of uniformity meant across- the board taking of
title to inventions.

After many years of study and debate the effort by the McClel-
lan Subcommittee -on Patents, Trademarks, and Copyrights to
respond to the hue and cry for a uniform patent policy peaked
during the 89th Congress in 1965. It had before it no less than five
bills dealing with the subject. Bills S. 1899 by Senator Long and S.
2715 by Senators Hart and Burdick (Subcommittee members)
favored a uniform title policy. Bills S. 789 by Senator Saltonstall
and S. 2326 by Senator Dirksen were on the license side of the
issue. Senator McClellan introduced -S. 1809, a middle ground

- position permitting flexibility of agency action similar in many ways
to the Executive policy: promulgated in 1963 by President Ken-
nedy. As the second session of Congress came down the home
stretch, most government agencies, as well as trade and bar groups,
backed the McClellan bill and after some eight years a bill directed

" to government-wide patent policy finally made. it out of the Sub-

committee on a three to two vote.*® The bill passed the parent

Committee on the Judiciary but too late to reach the floor of the

Senate before the expiration of the 89th Congress.

The momentum was lost. ‘Senator McClellan, who still heads the
Subcommittee, has never again taken up the quest for the legisla-
tion of a uniform patent policy for all government agencies, nor
does there appear to be any prospect in the foreseeable future for
- congressional action. in this direction.

31 This characterization has remained the watchword down through the years of
politicians, economists and latter-day consumer advocates who are staunch propo-
nents of government ownership and dedication of inventions.

¥ Note 8, supra at 297

% Republicans Scott and Fong voted with McClellan for ‘the bill. Démocrats
Hari and Burdick voted against the bill.
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Executive Initiative

The authority and responsibility of the Congress to make basic
patent policy decisions for the functioning of the federal govern-
ment has been unquestioned. However, as the legislative process
continued to flounder in the waves of antipodal and unbending
philosophies, the ability of Congress to bring uniformity to the
potpourri of agency treatment of patent rights became more and
more doubtful. _

In the early sixties, as agencies turned more often and with more
funds to the private sector for research and development, the
situation became more chaotic. Different government. agencies
were presenting entirely different patent clauses to the same con-
tracting company or institution for similar types of research in the
same field, Pressure began to build on government agencies to
achieve, if not uniformity, then at least a greater consistency of
patent policies and practices.>* This pressure arose both from the
private sector and the Congress. Contractors dealing with a
number of agencies were not only confronted with confusion and
uncertainty, but naturally sought to obtain terms as favorable in
dealing with one agency as they were offered in dealing with one
another. Furthermore, the political appeal of pronouncements
against the “give-away” of valuable patent rights and the proffer of
title-taking' amendments to each special technology legislation
taken up by the Congress promised a gradual strengthening of the
hand of those who proposed a uniform title policy for all
government-sponsored research and development. Congressional
critics of the contradictions in policies and practices of federal
agencies recognized the unpromising picture for solution in the
political arena of the legislature and reflected their own pohcy '
views, or those of their constitutents or phllosophlcal supporters, in

their press for achievement of greater consistency by the Executive
Branch itself.

Kmnedy ‘Policy Statement—1963

In 1962, Premdent Kennedy asked Dr. Wlesner hls Specml
Assistant for Science and Technology, to see whether he could do
something .to bring together the various views that had been
expressed to him from the Congress,. from industry, and from

3 Note 11, supra at 144.
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government agencies. Kennedy recognized that this had been a
subject of considerable turmoil and instability for a number of
years and apparently felt that responsible government should be
able to weave a course that would accommaodate the various public
interests involved.®®

With the goals of determining a common rauonale that would -

guide the agencies in the solution of the problem and.of weaving a
common thread through the various agency policies, the Office of
Science and Technology (working closely with some twenty federal
agencies) attempted to identify some general principles that would
protect all aspects of the public interest. The result of this study

and consultation was a Memorandum and Statement of Govern- -

ment Patent Policy from the President to the government agencxes
dated October 10, 1963.3¢

The policy statement recognizéd four basic concepts as being
applicable to a government-wide patent policy. First, greater con-
sistency is needed throughout the government in the acquisition of
patent rights even thotugh a completely uniform practice is not
feasible in view of differing missions and statutory responsibilities
of the agencies engaged in research and development Second, a
single across-the-board title or license policy is not the answer to
this difficult problem. Third, before the public can benefit from
inventions derived from government-sponsored research and de-
velopment, the inventions must be developed, exploited, placed
before -the public, and used. Fourth, determinations as to the
disposition of rights should be made as early as practlcable prefer-
ably at the time of u)ntracung

The guidelines set forth in the policy statement purportedly took
into consideration the need to stimulate inventors, the needs of the
government, the equities of contractors, and the interest of the
general public. Under the policy, agencies were required to acquire
title to all inventions made in-the course of government-sponsored
research if the purpose of the research was to create products or
processes intended for commercial use by the general public, or

35 Beckler, “The Public Interest Under Federal Patent Policies,” 10 IDEA 256

{1966). Beckler, Assistant to Dr. Wiesner and a principal author of the Kennedy
memorandum on government patent policy, noted:

“I think the important thing here is to emphasize the word ‘interests’
rather than 'interest’ because in many matters of this sort, there are a
variety of interests, none of which can be wholly served. So the art of
Government is to determine ‘a course which will take inté consideration
the legitimate. concerns of the various interests involved.”

3 See Note 4, supra.

T
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was directly concerned with public health or welfare; the contract
was in a field in which there has been little experience outside the
work funded by the government, or in which the government has
been the principal developer; or the service of the contractor was
for the operation of a government-owned research or production
facility, or for coordinating and directing. the work of others.

Agencies were permitted to leave title with the contractor where
the purpose of the contract was to build upon existing technology
and the contractor had acquired technical competence in the field -
and had an established nongovernmental commerical position in
that or a related field of technology.

If the contractor did not have an established nongovernmental
commercial position, the determination of rights was to be de-
ferred until after an invention had been identified. This determi-
nation was to be made after considering the guidelines that define
when the government is to take title to inventions and was to take
into account the contractor’s plans for commercializing the inven-
tion. _

Agencies were also permitted to define by regulation, “special
situations” in which contractors who did not have an established
commercial position in the field of the contract might be permitted
to take title to an invention at the time of contracting. For example,
the Department of Defense regulations permit an exception for
educational institutions that have a policy of acqulrmg title to
patents.. :

Not only could a contractor obtain title under contracts that
related to his commercial field, but in excepuonal circumstances he
could acqulre title to those in the category in which the Govern-
ment “normally” acquired title, if at the time of contracting the
head of the department or agency certified that it would best serve
the public interest. :

Finally, the contractor got a second chance at title to an invention
made under a contract that required him to assign title to inven-
tions, after the invention has been identified. The policy enabled

‘an agency head to grant title to the contractor®” if he found that |
the invention was not the primary object of the contract and that
title was necessary for commercialization.

Essentially what had emerged from this effort by the Executive -
Branch was a rationalization of existing practices by reference to
criteria which had been tailored specificially to justify the policies

8 “Analysis: Government Patent Policy,” 71 Patent, Trademark;and-Cnpyrighf
Journal C-1 (March 30, 1972). : '
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of the different agencies.*® It was described by some as appearing
on its face to be a case of “all things to all. people.”® However, it
did provide a basis for bringing the extremes of agency practices a
little closer together. No longer would the Department of Defense,
for example, be satisfied with a nonexclusive royalty-free license in
every one of its contractual research agreements. By the same
token, the Department of Health, Education, and Welfare, for
example, would have the flexibility in its traditional title philosophy
to use the incentive of commercial rights to help carry out certain
of its research programs.

While the government-wide policy promulgated by the Executive
pleased neither philosophical camp, had many flaws and may even
be unconstitutional,*® it was at least the first attempt at taking the
bull by the horns by any of the branches of government since
federal agencies began contracting out research and development
over one hundred years before. Nonuniformity practiced with
consistency is not much of an accomplishment, but it is more than
the Congress has been able to achieve over the years41 and is

certainly better than nothing. :

Nixon Revigion—] 971

The purposes of the 1963 Presidential statement on government
patent policy had really been two-fold. The first explicit purpose
was to achieve a sufficiently consistent federal patent policy. The
second was to promote the commercial utilization of inventions
produced through government research and development con-
tracts. By the late sixties, interpretations of the guidelines had been
ironed out by the agencies under the aegis of the Committee on
Government Patent Policy of the Federal Council for Science and
Technology, and agency regulations and practices had been
restructured in consonance with the guidelines. “Consistency”
of: pracuee among’ d1ffermg policies allegedly accomplished,
agencies turned then‘ attention to the concern for utilization of

35 Note 11, supm at 145,

3 Forman, “President’s Statement of Government Patent Pohcy A Sprmgboard
for Leglslatlve Action,” 25 Federal Bar journal 8 (Wmter 1965). i

it J4. at 18.

#! Senator McClellan in his quest for legislation on government patent policy
adopted a middle-of-the-road position quite similar to the: policy promu]gated in
the Kennedy Statement of 1963. His hill, 5. 1809, was the only policy legislation
which made it out of the Senate Subcommittee on Patents, Trademarks, and
Copyrights of the Committee on the Judiciary, only to die unacted upon with the
close of the 89th Congress in 1966.
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governmeni-owned inventions not only for governmental purposes
but for the publm benefit on the commercial market.- '
The ever-growing portfolio of government-owned patents held
by various agenues had a poor record of commercialization.*?
Those few inventions being used were products and processes
readily adaptable to civilian use and requiring no further develop-
ment for the commercial market. The Kennedy policy, while
encouraging utilization of invention through “dedication” and
“licensing,” was not explicit enough to support a turn by agencies
from the practice of making inventions available on noncxclusive
or implied licensing bases.** Also some agencies were frustrated in
their efforts to gain public utilization for some inventions which
they were required to take title to under the Kennedy guidelines.**
Accordingly, after a further study of patent policies by the
Federal Council for Science and Technology through its Commit-
tee on Government Patent Policy, a revised statement improving
these shortcomings of the Kennedy policy statement was prepared
and submitted to the White House in the waning days of the
Johnson administration. The proposed restatemnent was eventually
taken up by the new administration and issued as a new Presiden-
tial Memorandum and Statement of Government Patent Policy by
President Nixon in August of 1971.4 The Nixon revisions attrib-
uted the. degree of commercial utilization of government-
sponsored inventions, commercial competition, and participation
of industry in government research and develo'pment to several -
1mp0rtant factors These included the mission of the contracting
agency; the purpose and nature of the contract; the commercial
applu.ablhty and market potential of the invention; the extent to
which the invention is developed by the contracting agency; the
promotional activities of the contracting agency; the commercial

2 Holman, “The Utilization of Government-Owned Patented Inventions,” 7
Patent, Trademark, and Copyright Journal of Research and Education (IDEA)
323 (Summer 1963) found less than 3% of the government portfolio being used
commercially; Sanders, “What Should the Federal Government's Patent Policy
Be?”, 8 IDEA 168, 183 (Summer 1964), concludes the true utilization to be

_ between 214 and . 5%.

3 The National Aeronautics and Space Admlmstrauon an exceptlon to the
rule, interprets the language of its statuté, National Aeronautics and Space Act of
1958, 42 U.S.C. § 2457(g) (1970); as prcmdmg the basis for grantmg excluswa
licenses under its patents. .

4 U.8,, Commission on Government Procurement, Report of the Conmission on
Government Procurement (Washmgton DC Government Printing Office, Dec.
1972), Vol. 4, p. 113.

-4 1.8, Prestdent “Statement of Government Patent Policy,” Federal Register 36,
No 166, 26 Aug 1971 16887.
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orlentauon of the contractor; the extent of his prlvately ﬁnanced-- :

research in the related technology, and the size, nature-and re-
search orientation of the pertinent mdustry 48

The new guideline give heads of agencies additional authorlty to

grant to contractors title to inventions, even though,an invefition is

a primary object of the contract. If the agency determines that it is -
necessary to create an incentive for further development and .- -
marketing or that the government contribution is small when. -

compared with that of the contractor, he may be permitted to

retain title in order to foster commercialization of the invention. - -

The second major change places emphasis on licensing of
government-owned inventions. The General Services Administra-
tion was charged in the policy statement with developing regula-
tions to promote the availability and development of govern-
“ment-owned inventions. For the first time, authority for licensing
specifically spelled out both exclusive and. nonexclusive licensing
as means for accomplishing this.

Government-Wide Licensing Regulations .:-

The ground work for the authority given by the Presidential
policy statement of 1971 for departments and agencies to grant
exclusive licenses under government-owned patents began back in
1967. At the time, the Patent Management Subcommittee of the
Committee on Government Patent Policy was ass:gned the task of
studying methods for enhancmg the utilization” of government-
owned inventions.*” The initial report of the Subcommittee in July
of 1967 analyzed the specific problem of getting government-

owned inventions utlllzed due to thée need of some form of
exclusivity to provide the necessary incentive ‘fot ‘their effective ..

development and marketing, and reccmmended tthat the Federal
Council for Science and Technology endorse the practice of grant-
ing limited exclusive licenses in this situation. The proposed plan

called for advertising appropriate inventions as available for licens-

ing and if, after a fixed period of time, no one was wﬂlmg to
commercialize an invention on a nonexclusive basis, an application
for a-“limited exclusive license” would be considered. Such licenses
would be severely restrleted by requirements, condmons and,l1m1-

* Note 44, supra at 113. :
17 A report of the efforts and proposals of thls Subcommlttee was prlnted in the

Annual Report on Government Patent Policy: Combined December 1969 ‘and December

1970 of the Federal Council for Science and Technology (Washington, D.C.: Govern-
ment Printing Office, 1971), pp. 104-37.
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tations as to term, transferability, licensing, commercial develop-
ment, investment, revocation, etc,

Before acting on the report, the Federal Council asked for
consideration as to the ability of agencies to grant such licenses
without specific statutory authority. When asked for views on the
legality of the plan, the Office of Legal Counsel within the De-
partment of Justice gave its approval. In its opinion*® nine limita-
tions were enumerated and followed by this conclusion:

Utilization of a licensing scheme for certain Government-owned
patents, containing the above limitation, would appear to be com-
patible with the interests of the United States, as owner of such
patents for public benefit, by fostering early development dnd
practical use of them by the private sector of the economy. Prior
experience, in the judgment of the Patent Management Subcom-

- tnittee, shows that the alternative to such beneficial utilization is, in
effect, the burying of the patent because of the absence of parties
willing to invest the necessary risk capital without more protection
of that investment than a nonexclusive license.

In light of the foregoing, it would appear that the granting of
exclusive licenses limited as described above would most probably

- be characterized by the courts not as alienation of Government

property by virtue of an assignment, but as a proper licensing
method for the udlization of valuable Government patent assets.

The practice of granting limited exclusive licenses was endorsed by
the Federal Council in October 1967 but, as previously mentioned,
Presidential authority for the proposed program was four more
years in comlng

In the interim, comprehensive licensing regulations were drafted
by the Patent Management Subcommittee prescribing the terms,
conditions, and procedures for nonexclusive and exclusive: licens-
ing of rights in domestic patents and patent applications. Once the
revised policy statement had issued, these draft regulations were
circulated by the General Services Administration for comment by
such interested circles as industry, professional associations and
government agencies. The Subcommittee considered the many
comments received and made many revisions to the regulations in
the light of these comments. Further revisions were made by the
Executive Subcommittee, the Committee on Government Patent
Policy and the Federal Council for Science and Technology before
they were finally published*® as part of Chaptér 101—Federal
Property Management Regulations of U.S.C. Title 41—Public Con-
tracts and Property Management.

8 1d, ar 192-23. !
L Fedt_’ml Register 38, No. 23, 5 Feb. 1973, 3328-31.
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Government-Wide Procurement Regulations

It was obviously desirable that the governmental agencies im-
plement the patent rights policy guidelines of the Kennedy and
Nixon statements on a government-wide basis, with as much uni-
formity of implementation as possible. At the request of  the
General Services Administration, the Implementation Subcommit-
tee of the Comnittee on Government Patent Policy undertook to
draft an addition to the Federal Procurement Regulations which
would prescribe policies, procedures, and appropriate contract
clauses concerning the disposition -of rights in inventions. This
move promised for the first time to provide standard patent rights
clauses for use in all contracts, subject to the Federal Property and
Administrative Services Act of 1949. While the military depart-
ments, which conduct the lion’s share of federal research and
development contracting, are governed by the Armed Services
Procurement Act of 1947, the coordination of the Federal Pro-
curement Regulations and Armed Services Procurement Regula-
tion treatment of rights to inventions, as set forth in the Presiden-
tial policy statements, enabled the achievement of essentially
. government- w1de consistency in the matter.

The proposed regulations were circulated by the General Ser-
~vices Administration to industry, the patent bar and government
agencies for comment. After extensive revisions based upon com-
ments received, the regulations were issued by the Administrator
of General Services on August 29, 1973, as an amendment to the
Federal Procurement Regulations to be effectwe March 4, 1973.5°

The Fruits. of Three Decades

Three decades have passed since President Franklin Roosevelt
expressed the need for a uniform government-wide policy with
respect to the ownership, use and control of inventions made in the
course of performlng contracts financed by the United States. We
_have seen years of effort in the leglslatwe arena toward such a
~ single policy for all government agencies. In the past decade, two
. Presidents have sidestepped uniformity in favor of policy stands

“aimed at greater consistency among agencies. It seems fitting, three
decades later, ‘to take stock of our progress. :

% Federal Register 38, No. 170, 4 Sept. 1973, 23782-91.

—
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A Bundlr of Policies

The nation entered the postwar era not with a Federal patent

policy, but with a bundle of individual agency policies. It took over
a decade for the Congress Lo turn its attention to the problem. The

-next decade was spent under the bombardment of opposing

partisans—those who felt that the public interest is best served by .
leaving commercial rights to government-sponsored ' inventions

with contractors and those who felt, to the contrary, that public
interest demands government ownership and dedication of such
inventions. The net result was a standoff, with the Congress
unwilling or unable to legislate a uniform government-wide policy.
For almost another decade the issue has lain dormant insofar as
the Congress is concerned. Meanwhile, the partisans favoring gov-
ernment ownership, relying on the pohtlcal appeal of their position
and the general indifference among the legislators, have continued
to slowly expand their beachhead with title-taking amendments to
many statutes as new technical agencies and programs come into
existence.

A decade has now passed since the Executive Branch decided it
was time for action to bring about greater consistency in agency
practices in order to further the governmental and public interests
in promoting the utilization of federally financed inventions, and
to avoid difficulties caused by differing approaches by agencies
when dealing with the same class of organizations in comparable
patent situations. What great strides have been made in reaching
even this fall-back objective of the 1963 Kennedy. policy statement?
An analysis of the latest agency statistics on patent practice released
by the Federal Council for Science and Technology" would seem
to reveal few, if any.

Department of Defense, National Aeronautlcs and Space Ad--

ministration and Atomic Energy Commission funds account for
ninety percent. of all inventions arising from government—
sponsored research and development contracts. Many universities,
nonprofit research institutions and industrial firms do business
with two or more of these agencies. Have the policies of these three
drawn closer together since 1963?

- Department of Defense policy has tradntmﬁally been the target of

title proponents. Prior to the days of the “flexible, but consistent”

51 Federal (‘ ouncil for Science and Technology, Annual Report: 1971 and 1972
pp- 1 17 83,
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solution of the Kennedy statement of policy, the Department. of

Defense used the general approach of a license clause in its

contracts under which the contractor had first option to title in an
invention. Under that practice, the government actually ended up -

with title to sixty-eight percent of Department of Defense contrac-
tor inventions disclosed in 1963. After 1963, that Department

followed the Pres:denual policy guidelines and used title clauses- . -
where appropriate. Ten -years later, in 1972, the government -

acquired title to sixty-seven percent of Department of Defense
contractor inventions. Progress toward greater ownership of inven-

tions by the government? None at all. It would seem that the ..
Department of Defense probably now takes at time of contracting.. -

what contractors used to give back under the old practice.

The National Aeronautics and Space Administration. and the
Atomic Energy Commission started out as “title agencies” by stat-
ute. They still insert title clauses in their contracts ninety-nine and

ninety-eight percent of the time, respectively. The National -

Aeronautics and Space Administration’s “Hexibility” of waiving title
back to the contractor was used for five percent of its inventions in

1963, but only three percent in 1972. The Atomic Energy Commis- .

sion has apparently not walved ntle to a contractor in the ten-year
period.

The net result of the 1nd1v1dual policy and practice of each of the
three agencies has indeed remained consistent. However; as to-

greater consistency between different agenc1es, there seems to have
been absolutely none. - -
Another comparison of interest can be made between the De-
- partment of Health, Education, and Welfare and the National
Science Foundation. These agencies are engaged extensively in the
conduct of research and development through grants to educa-
tional and nonprofit institutions. In 1972 the Department of
Health, Education, and Welfaré: awarded 12,861 grants and in-
cluded a title clause in eighty-nine percent of these. In the other
eleven percent, ‘the rights were left with the grantee, because of
exceptional circumstances which the agency felt justified their
exclusion of the clause giving title to the government. That De-
partmnet also awarded 3,410 contracts to institutions and industry
for applied research. All but one of these contained 2 clause giving
title to inventions to the government. One contract left title with
the contractor based on the exceptional circumstances approach.®?

"2 Its practice both as to grants and contracts would seem to support traditional
reference to the Department of Health, Education and Welfare as a “title agency.”
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On the other hand, all but one of the 5,680 grants by the

National Science Foundation contained clauses under which inven--

tion rights-allocations are deferred-until.inventions are identified.

Other interesting observations might be. made- distinguishing. the
practice of the various. agencies. Undoubtedly, each agency. con-
scientiously interprets and applies the guidelines of the Presidential

Statement -of Government Patent. Policy in a.dedicated:and effec-
tive furtherance of its.particular.agency. mission. The point made:

here is that. there is little justification for breastbeating on.the part
of the Executive Branch. It never.tackled the tough.problem of a
single uniform policy for government-which the:Legislative. Branch

failed to resolve. Instead it took.the position: that. unlferrmty is-not

the best approach but.greater: consistency of . agency practices. is.
Data. collected during. this past decade of:operations under the
Presidential policy. seems. to .indicate. that things.are about where
they:were in 1963. Each agency seems-to proceed. in.conforming
patent policy to its. mission. and. its. interpreta.tion- of. the best
interests. of. the public.

The same old bundle of- pelicies-is- still- with us. Any substantlve
consistency between agency practices is.not apparent from the
record. The case for flexibility rather than uniformity has not been
proven—certainly not to the satisfaction of the partisans in the
idealogical struggle between government versus contractor owner-
ship of public-financed. inventions. -

Neo-opposition

Though we see little if any progress in reformulation and - har-
momzatlon in government patent policy after three decades, credit
is diie the Executive Branch for some progress in inter-agency
communication and cooperation. as to its administration. As the
result of the 1963 Presidential policy statement, executive agency
representatives have been organized to attack patent policy prob-
lems of mutual interest and benefit. This inter-agency effort has
produced such results as the government-wide procurement and

licensing regulations mentioned supra.

With the promulgation of these regulations in 1973, the door
seemed opened to orderly implementation' of the Executive con-

Yet the record indicates that during the past nine years the Department of I-Iealth
Education, and Welfare has acquired tide for the government in only 64% of the
inventions disclosed. Compare this with the Department of Defense (a “license

agency”) acquiring title to 67% of its contractor inventions disclosed during the

same period of time.
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cepts concerning the allocation of patent rights to inventions and
the movement of valuable technology to the commercial mar-
ketplace. However, this ‘was not to be. In the period since the

Congress had given up the attempt to legislate a.government-wide -
patent policy, a new partisan had entered the debate. The. self-

styled consumer advocate joined the ranks of the liberal politician,
economist and antitrust lawyer and became a latter-day attacker of

the concepts of the patent system. Old watch-words like “give-.

LA Y LA

away, monopbly; profiteering,” etc., were made to order for
the.campaign mounted by consumer advocates in the press and the
hearing rooms of Congress against any alternative to public owner-

ship of government-sponsored technology. Not content -with the -
“let’s wait and see what happens” attitude the Congress had appar-

ently taken toward two Presidential statements of:patent policy,
they seized upon the promulgated regulations of ‘the General
Services Administration as the opportunity to move the thiee-
decade controversy into the courts.

The first blow for the cause was struck whcn Ralph Naders

Public Citizen, Inc., joining eleven Congressmen as plamtlffs filed -

suit®3 -seeking an order declaring unlawful and setting aside the

promulgated licensing regulations. Plaintiff’s subsequent motion
for summary judgment was granted -without comment on the'

argument of either party.

Argument in the case centered around the questlon of whether

the grant of a limited exclusive license under a government patent
s a disposal of property belonging to the United States, not au-
thorized by Congress, and thus in violation of the Constitution.4
Public Citizen, Inc. argued that the power “to dispose” should
include the power to release or abandon. an interest in property.
Plaintiff further contended that government interest in a patent is
indeed affected in that an exclusive license leaves the government
with nothing to transfer to another party. It looked. to the opinion
of Attorney General Harlan F. Stone® in 1924 who, in concurring
with the grantmg of a nonexclusive revocable license by the Navy,
stated that: :

. Congress is the only authority to be invoked, where thereis,in .
- fact, an alienation or what amounts to a transfer or surrender of -

53 Public C:tlzen, Inc., et al, et al. v. Arthur F. Sampson; 379 F. Supp. 662

(1974).
34.1.8. Constitution, Article IV, Section 3, Clause 2, gives to Congress the power
“to dispose of . . . property belonging to the United States. . . .”

e 34 Op Atty Gen 320 (1924).
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Government property, by which the title, control or possession of
the Government is lost, reduced or abridged.

The right of the exclusive licensee to-sue-infringers was also cited
by plaintiff as creating the situation-where the Government.can no
longer exclude all others for it has given another the right to utilize -
its patent.

The government contended. the. grant. of .an exclusive llcense
severely limited as in the regulations;-is not dispesition but permis-
sible utilization of United:States property. This.argument failed to
stem the Court’s order and judgment voiding the-licensing regula-
tions and prohibiting agencies from issuing-licenses- thereunder.:
Where its case. fell short and. what success-the government can
expect on appeal is. speculation since: the District- Court decision is
without comment. ‘

On the heels of this first judicial victory in the long campaign to
label the application of. the. patent system- to- government-owned
technology as the “great give-away” of.public: property, the Nader
forces moved again. A second. thrust was-made at defeating any
government policy or practice which might permit: patent rights to
government—sponsored inventions. .to. remain.in. the hands. of its
contractors. On February 15, 1974, Public Citizen, Inc., joining
seven Congressmen: as plaintiffs, filed suit®® challenging. the. pro-
posed amendment of the Federal Procurement Regulations dealing
with the. allocation. of rights-to inventions made. under contract.
This move against. these implementing. regulations- seems clearly
the first step in neutralizing both the concepts of the Kennedy and
Nixon policy statements and the long-standing patent. practxces of
the Department of Defense.

Plaintiffs argued that rights to patents-and inventions developed
pursuant to federally financed research and development contracts
are .government property;. the granting of -exclusive rights is a
dlsp‘osmon within the meaning of Article TV; Section 3, Clause 2,
of the Constitution; and Congress has not authorized the General
Services Administration to grant exclusive licenses. In support of
their position they were able to cite the widely circulated “Cramton
Memorandum,” an internal Department of Justice document writ- -

ten in October of 1972, warning of possible constitutional defects
in the disputed regulatrons 57

50 See Note 53 supra. '

57 U.S. Department of Justice, Memorandum To: Mr. Bruce B: Wilson, Deputy
Ass't Ait'y Gen,, Antitrust Div., From: Roger C: Cramton,; Ass't Att’y Gen., Office
of Legal C ounsel SubJ Constltutlonallty of Proposed-Regulations Granting Con-
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In addition to an attack on Plaintiffs’ lack of standing to Sﬁe, the
government’s defense challenged both the existence of property
and disposal. Relying on Brenner v. Ebbert®® for the proposition that

-a patent application is not property, the government reasoned that

‘@ fortiori, a right to a future invention, which may or may not be
patentable is not property. The government further argued that,
even''if incheate rights in future inventions could be deemed
property, the regulations do not authorize a disposition. The
United States, like any private party, possesses the right to deter-
mine on what conditions it will deal and this includes the right to
agree on the allocation of rights in possible future inventions.
Therefore, the defense continued, since such interests can validly
be made the subject of agreements, there is no inherent right of

ownerehlp in the United States and regulations do not constltute a

disposal of its property.

. Unfortunately, in its decision on July 2, 1974, the District Court
dismissed the complaint on the ground that all plaintiffs lack
standing to sue. The viability of the regulations and in the long run
of the President’s Statement of Government: Patent Policy and
Department of Defense patent practice remains under-a cloud.
The case has been appealed by the plaintiffs. -

The outcome of these two suits by Pubhc szen Inc et al.

tractors Greater ar Prmupal Rights in Patents Anslng Out of Government

Rcsearth .md Devdnpmcnt (‘omraets (IO Oct. 1972).

Vll Legal Conclusions
lt is our conclusion that the Government’s contmgent ln‘terests in
© patents arising -out of research and development contracts are’ property
_ rights subject to Article IV, Section 3 of the Constitution. Where: these
Government interests encompass_the right to obtain title to a patent, any
contract granting the contractor title or largely unlimited exclusive rights
would be a ‘disposition’ of Government property within the meaning’ of
“the constitutional provision. We are not aware of any congressional
enactment -authorizing such a ‘disposition.’ In our view, Government
contracting statutes do not provide an adequate basis for establishing an
implied authority in.the Executive to dispose of property as add%qd
‘consideration for a Government contract. Thus, in light of the above, »
.'conclude that the proposed regulations, in the form in which they now
stand, would permit action by the Executive Branch which in certain
instances are constitutionally suspect. . . ."

The memorandum was said by then Atty Gen Rlchardson on Aug. 23 1973, to

represent “the official position of the Department of Justice.” It was later dis-

avowed in a letter to the Secretary of Health, Education, and Welfare on June 14,

1974, by the then Acting Att'y Gen. Silberman who said, “. . . after reviewing the

dforesaid memorandum and letter, we have. concluded that the memorandum

does not accurately reflect what we believe to be the state of the law. . . .”
58 398 F.2d 762 (D.C. Cir. 1968), cert. dented, 393 U.S. 926 (1968).
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could indeed have a far-reaching impact on govermment patent

policy. If the practice of permitting contractors to retain commercial .

rights to inventions or of granting exclusive licenses is held uncon-

stitutional, the patent ‘policy and practice of executive agencies .
could be across-the-board -title taking and essentially dedicating:

technology until the Congress enacts policy legislation. From the
record of three decades of political struggle over government
patent policy, there appears a strong likelihood that Congress
either may fail to agree on a uniform policy or, if it does, it well

may succumb to the political appeal of the arguments for “free
access of technology” and legislate a government-wide title policy. -

Options Revisited

The policy of consistency as an alternative for one of uniformity
has had its chance. Eleven years have passed since its inauguration
in 1963 by President Kennedy who deserves credit for at least some
atternpt at government-wide treatment of the distribution of patent
rights as the Congress floundered. However logical and well in-
tended . the concepts of the Kennedy plan may have been, its
results, when viewed with an objective eye, simply do not add up to
a solution of the problem. Behind the facade ‘of common
guidelines and language, the kaleidoscope of individual agency
patent pract:ces still exists.

There is really no more satisfaction with government patent

policy than there was a decade ago. The liberal Congressmen still

show ‘up each time a new technical agency or program emerges
and demand free access to government-financed inventions. In
support, the antitrusters still warn of patent monopolies and the
consumer advocates have joined in with the allegation of usurpa-
tion of congressional powers Patent lawyers still lead the bar
groups and mdustry associations as they persevermgly resolve and

bear witness against any attempt, exectitive or leglslatlve to clalm

title to contractor-generated inventions.
Not only has the Kennedy/leon pollcy of containment not
worked, but it faces collapse in pending cases in which philosophy

well may be a more persuasive factor than law. If it does tumble
under the judicial gavel, it could carry down with. it traditional

practices of agencies such as the Department of Defense, -the
National Science Foundation and the Department of Commerce.

Like it or not, we may be back to the original options—uniform
title policy versus uniform license policy. Respective protagonists
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A
continue to sing the praises of each. Philosophies, slogans and
allegations are-abundant, convincing facts are noi. In the course
of three decades neither camp has made a case for- its cause.
Alguments for either policy will not stand up if reviewed without
bias, emotion, indifference or just plain lack of knowledge

The Title' Myth

The major reasons usually cited in support of adopnon of a
uniform title policy for government agencies for federally ﬁnanced
research have been summarized®® as follows:

(1) The Government bears the cost for developing the invention
and therefore the Government should own title to the patent which
results,

(2) The Government should have title to any such patents in
order to insure widespread access to new knowledge (meaning a
‘new invention) which has been produced by an expendlture of
public funds.

(3) The Government should have title to all such patents in
order to prevent undue concentration of economlc power in a few
large business firms. oL

The industrial employer engaged in compeutlon of manufactur-
ing and selimg products hires research employees, prowdmg them
with job security, benefits, facilities, know-how, assistants, etc.,

that he may be provided constantly with inventions upon whlch to
base protected new products for the marketplace. On the other

hand, the government is not a competitive supplier of goods. Its-
research and development dollars are spent to obtain technology as -

to better ways to achieve government program objectives. The
government grants its research contracts on the basis of experi-
ence, knowledge, and know-how (often proprletary) developed by
private 1ndustry It simply takes advantage of a situation which
exists and it puts up some of its own money to reduce ideas and
know-how into a state useful to thé’ government, That is what the
government bargains for and what the government pays for when
it enters into-a research contract.

.S, Congress Senate, Select Committee on Small Business, Government
Patent Policiss in Meteorology and Weather Modification, Hearings before a subcom-
mittee of the Senite Select Committee on Small Business on The Effect of Federal
Patent Policies on Competition, Monopoly, Economic Growth and Small Business,
87th Cong., 2d sess., 1962, p. 190; see also, U.S., Congress, House, Committee on
Science and Astronautics, Patént Policies Rplatmg to Aeronautical and Space Research,
Hearings before a special subcommittee on-H.R. 1934 and H.R. 6030, 87th Cong .
2d sess., 1962, pp 132.3. : : . o

P
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No contract requires that an invention be made. Invention is no
more than a by-product of research—a largely unpredictable and
fortuitous event, not comtemplated nor bargained for at the time

of contracting. There is no extra pay for the contractor if an-

invention is made, nor default if an invention is not made. The
contractor is not rewarded for either the quality or quantity of
inventions contributed under the contract. The government re-

ceives its quid pro quo when the research work under the contract .

is performed and the technical knowlcdge gained is available for
government use. ‘

If by chance an inventive by- product of the research eventually
appears on the commercial marketplace by reason of expenditure
of private risk capital for development, production and marketing,
the public gets an added advantage of availability of the product.
Return on risk capital and possible profit is not a second payment
by the tax-paying consumer for the research and technical infor-
mation originally contracted for by the government.

Do government-owned patent rights ensure greater dissemina-
tion or utilization of technical knowledge? There is nothing in past
expertence which would support such an assertion. To contend. so
seems to be either a denial or a misunderstanding of the concepts
of our patent system, which is allegedly designed to encourage (1)
the making of inventions, (2) the disclosure of inventions, and (3)
the commercial utilization of inventions.

As to disclosure, all technology, inventive or not, which 1s gener—
ated under government-sponsored research and development is
required to be documented and reported. This technical informa-

tion -(unless restricted for national security purposes) is-in turn .

available to the public and in many instances actually communi-
cated to the public through various channels and media. It is free
to act as a liberating force in the economy serving to stimulate
change and progress. Thus government procedure in itself tends
to accomplish the disclosure objective of the patent system.. .
As to the spark of genius, there are economists' and other
disbelievers 'in the patent system who steadfastly contend - that
inventions have been and will continue to be made with or without
a patent system. Maybe this is so. At least we would not argue the

point where government-financed inventions are made. However,

authorities from the business world estimate that for -each dollar
spent for inventive activity, ten dollars is required for development
of a workmg model and one hundred dollars to create productive
facilities, inventory, and distribution channels necessary to create a
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commercially acceptable product.’’ Herein lies the real intent and
function of our patent system—-to protect the investment risk of
bringing to the marketplace untried inventions, which would
othérwise not come to fruition, to add to the general well-being
through the creation of new industries and job opportunities, the
collection of additional tax revenues and the increased standard of
living of socnety

The creation of inventive technology and its wndespread access
serve little public benefit if only used by governmental agencies.
Proponents of the title policy are quick to cite examples of gov-
ernment inventions which have been commercialized on a nonex-
clusive basis. Invariably, such well-known products and processes as
granular fertilizer, aerosol dispenser, dehydrated potato flakes and
frozen orange juice concentrate are the examples used. Charac-
teristically, these inventions prove to be the few which are fully
developed and highly promoted for the commercial market by
government agencies. These are atypical to the government’s
portfolio of inventions which in the main would require further
risk capital to develop and market in commerce. When gov-
ernment-owned inventions, taken as a whole, show a record of
commercial utilization of less than three percent,®' the case for
government ownership and public dedication seems weak indeed.

Lastly, the fear of undue concentration of economic power in a
few large firms, should government not retain title to contract-
originated inventions, makes for good political and antitrust
speeches, but it has never proven to be more than conjecture on
the part of its proponents. With government ownership, the large
firm with its available finances, credit, experience as well as its
_ superior technical, advertising and distribution facilities and its
freedom te adopt all government inventions might easily crowd out
its smaller competitor. In many instances, small business would
obviously be handicapped more by a title pohcy in government
. _than would big business.-

Furthermore, for years now, the antitrust pressures with respect
to patents have been so intense that every patent owner lives in a
fish bowl. The antitrust laws provide such adequate protection
against misuse that the slightest deviation from strict compliance
with the spirit and letter of the law subjects the patent owner to the

" % Holst, “Government Patent Policy—Its lmpact on Contractor Cooperation
Wlth thc: Government and Widespread Use of Government Sponsored Technol—
ogy," 9 IDEA 285 (Summer 1965)

47 Sp0 Note 42 supra.
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danger of having all of his patents confiscated and destroyed.®*
The truth of the matter is that the practice of firms holding patents
on inventions generated by government contract tends to indicate
the opposite of any intent at concentration. A Harbridge House
study of the effect of patent policy on business competition found
that less than one percent of the owners of government-sponsored
inventions refused to license their patents to others.

On the other hand, ownership of patents by the g()vernment
does not necessarily assure a dilution of the economic power of the
large business firms, even if such concentration rmght exist. Much -
of the government’s research and development work is conducted
by large firms, selected because of their wealth of experience and
background-in the particular field. Use of an invention is, in many
instances; possible only with the know-how and proprietary
background -rights in possession of the contractor who produced
the invention for the government. The problem is that the pro-
ducer is not willing to give this up to a competitor who might
otherwise be free to use the invention if the patent is owned by the
government and competition in.the field stands httle chance of .
being increased. .

Whenever this argument of the rlsk of economic concentranon .
unless a title policy is adopted has been reviewed in depth and
reported upon, the conclusion consistently has been one of rejec-
tioni#® : '

B .
The License Myth

The major reasons usually cited in sUpport of adoption of a
uniform license policy on patents originating under government— '
financed research have been summarized as follows:®*

42 anﬂ “Toward a Sound National Policy' for ‘Disposition of Patent Rights
Undéf Government Contracts,” 21 Federal Bar Journal 118 (Winter 1961).
% Note. B, supra at 381..

Lomlusmns .

: That undue, Loncentratlon would result from the llcense pollty isa
p()Sblblllty 50 neghg1ble that it may be d:sregarded '

Government Patent Pollcy Study—Fmal Report, Vol 1, by Harbrldge House Inc
(Washmgtun D.C.: Government Printing Office, 1968) p. ix, ‘

Summary and Analyses of Findings
Based on all observations of the sample 1nventlons we have found

llttle evidence of adverse effects on business Lompeutlon by permitting
contractors .to retain . title of Government- sponsored inventions. . . "

fi4 S!’F, Note' 59, supra..




38 IDEA

(1) Private title to patents resulting from such research is basic to
our free enterprise system, and in keeping with our traditional
patent systent,

(2). Private titie 1o such resulting ‘patents is necessary as an
incentive (o encourage. pnvau mdustry to accept Government
vesearch and development contraets to help keep the cost of Goy-
ermment rescarch lower than it otherwise would be, as well as to
insure that the best research talent is assighed to the project.

(3) Private ownership of such patent rights is necessary to permit
commercial development of a new invention; if a patent is owned
by the Government and presumably available to all on the same
basis, no firm is ]lkely to risk spending the necessary amount to
develop the invention commercially because a competitor could
move in as soon as the new invention was marketable and get all the
advantages without incurring any of the development costs.

To argue free enterprise and the tradition of the patent system
resounds more in philosophy and emotion than it does in law and
economics. The federal government now supports almost two-
thirds. of the research and development performed in this nation.
Since it is not a producer of goods, it has the obligation to see that
the resulting technology is infused into the national economy to the
greatest extent possible. Whenever possible this should be ac-
complished by free and competitive enterprise by the private
sector. 1f it takes the incentive of the traditional patent system to
accomplish public benefit of this technology in the marketplace, that
incentive should be brought into force regardless of whether title
to inventions involved rests with government or its contractors.
The incentive argument made in behalf of a uniform license
policy makes sense in theory. The need by the ‘Department of
Defense for a high-altitude fuel pump could result in a research
. and development program which might interest a company or
corporate division which normally competes for the household
products market. However, without patént rights, could an old line
pump manufacturer afford to get involved in using its years of
background,  know-how, etc., to develop a pump which might
interfere with its product lme? Likewise, the same household prod-
ucts company might be very reluctant 1o 1ake a contract frorp the
Department of Agriculture for example, to develop a:consumer
product which might overlap the company’s commercial Ob_]CCtIVeS
The logic is certainly there. However, much like the conjeciures
put forth by title proponents, this rationale for license policy has
not. been supported by the record. Patent lawyers indefatigably
journey to the halls of Congress with this warning while the
captains of industry stay at home vying for more and more gov-
ernment research and development business. Agency experience

T
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indicates there has been no lack of qualified .and competent re-
search’ contractors, large and small, vigorously competing for more
and more research and development assignments notwithstanding
the supposedly low profits involved. No evidence has been. pre-

sented of increased cost or less assiduous work performed due to -

patent rights provisions in contracts.

Have industry managers continued to seek research and dev
velopment contracts regardless of patent rights involved because of
patriotism or concern for public image or fear of bureaucratic or
stockholder wrath? Or could they be attracted by the money, ideas,
skills and training flowing with government sponsorship that satisfy
corporate Ob_]EC[IVCS and enhance competitive -position? In any
event it is going to take more than the word of the patent bar’to
rekindle support in Congress for this argument.

Incentive for commercial utilization is undoubtedly the best
argument for leaving title to government-sponsored inventions
with the contractor. As previously pointed out, the act of invention
is but a small part of the story behind a marketable product. Few
inventions - will not require further development to produce a
commercially competitive model. There are none, however, that.
will not require further investment for manufacturing and market-
ing. 1t is-a rare case, indeed, where the prudent businessman
would invest risk capital to create a demand item if he had. to
compete with others who would not have to reflect these costs'in
the market price of an imitation product. Certainly the poor record
of commercial utilization of government-owned patents available to
all takers gwes credence to the old adage ‘that which is available to
everyone is of little value to anyone.” '

Unfortunately, this is another instance where the argument
when used to sell a uniform license policy breaks down in the face
of the record. Those in the private sector who have retained
commercial rights to- government-financed inventions have not
held up their end of the argument. The name of the game is
puttmg inventions to commercial use so that the consumer can
benéfit from the public investment in the initial research. If gov-
ernment ownership and nonexclusive licensing (tantamout to pub-
lic dedication) has failed as an effective conduit for bringing
technology inte commercial being, contractor ownership has done
little better. . :

Each time someone attempts to look into  use made of
contractor-retained inventions, the same dlsappomtmg p_lcture ap-
pears. In 1961, the Senate Subcommittee on Patents, Trademarks,
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and Copyrights studied the matter and repor’#tedé‘_5 “of the 3,700
patents obtained by the 75 contractors on these inventions during.
the period 1949-59, less than 10 percent are in commercial use.” In

1963, ‘under a study made for.the Patent, Trademark, and-

mpynght Research Institute.of The George Washington. Univer-
sity, it was reported® “of the total of 143 patents 19, or 13 percent,
were reported commercially used .currently or at one time.” In

1968, Harbridge House in its study:reported®” “contractors and

licensees reported only 251 or 12.4 percent of all inventions in the
survey response in use.

“More recently, this writer’s agency has made two samplmg sur-:

veys which also showed poor results by contractors in achieving
commiercial utilization -of retained inventions. The first was: in

‘response to a 1971 request-for information made by the University

Patent Policy Ad Hoc Subcommittee of the Federal Gouncil for
Science and Technology Committee on Government Patent Policy.
Results showed that during a five-year period (1965-69) some
fifty-eight patent applications were filed by educational and non-
profit-institutions on inventions made during performance of re-
search under agency-sponsorship. Information furnished by these

institutions-in 1971 indicated - that :none of these inventions had.

been-brought to the point of practical application. The second
survey reviewed the use made of ferty-two agency-sponsored. in-
ventions three years after patenting by industrial contractors. None
of these inventions were reported by the contractors as being used.
In the end what do we have? The defense- contractor, for

vxample is selecting those contract-generated inventions in which:

it wishes to retain title (commercial rights) for itself. The expense
of preparation and prosecution-of patent applications for the
protection of the inventions is borne by the government as an
allowable overhead cost because of the governmént’s protection as
a nonexclusive licensee. Resulting patents-are eventually added to
the corporate portfolio with apparently little chance of contractor
investment to bring the invention'involved to the marketplace. The
patent rights are usually made available to others on a nonexclusive
basis which- fails te attract commercial utilization just as nonexclu-
sive' rights to governmentsowned patents do. : .

As prevmusly noted, the -case for government ownersh;p and
dedication is built upon phllosophy and allegauon and not upon

85 Note 28, supra at 6.
8 Sanders, Note 42, -supra at 178 :
47 Harbridge House, Note 63, supra-at-1-6.
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convmcmg facts. To be. totally objective, about government patent
policy, is it too cynical, in view of the record, to question why the
private sector persastently argues for retention of title to contract-
orlgnmted inventions and what purpose it serves?.

A review of the traditional publu position of patent and industry
associations tends to show that their arguments, be they legal,
equltabic, moral or even publu, interest considerations, pyramid to
a common apex. This apex is the right to the ultimate.use of the
invention on the commercial market. In the past ten years, in
Department of Defense research and development comractmg
alone, this right has been acquired for almost 13,000 inventions.
Contractors have elected to protect and contract funds have paid
for this number of patents on contract inventions. Assuming a
conservative figure of $1,000 per patent, the taxpayer has invested
at least an additional $13 million in protecting inventions few of
which, according to the surveys, ever reach the commercial mar-
ketplace.

Since there is no evidence of financial bonanza in the form of
either sales or royalties, there must be other advantages which
figure into industry’s desire for patent rights which are more subtle
than its pubhicly acclaimed need for marketing incentive. Most
business judgments are based upon cost/benefit factors and- it
seems reasonable to assume that patent protectlon is approached
on. the same basis. With the cost of patenting chargeable to the
contract, possible benefits a patent on government-financed
technology might provide for the contractor must control the
corporate attitude.

Government research and development is generally placed with
firms which have experience and expertise.in the particular area of
technology under investigation. Normally, such a firm produces
commercial products related directly or indirectly to the technol-
ogy. As a result, inventions made are within the firm’s product line
or on the fringes thereof. Apparently, an invention is rarely of
such significance as to persuade the firm to change its product line
or to modify its existing product model to accommodate the new
technology. Why then should the firm bother to patent the inven-
tion?

First, the firm is not alone in the competltlon for commercial .
sales of its product line. Free access to the invention by a com-
petitor might move a competing product to a closer challenging
position at the marketplace. Thus, even though a contractor might
not wish to produce the invention himself, the ability to prevent
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‘production by a competitor or more likely to influence the com-

- petitor’s selling price through royalty charges, protects the flanks
of the contractor’s product line. Nor is the future always predict-
able. Especially with regard to peripheral or component téchnology,
there is dlways the possibility that the contractor miglit want to get
into the market at a later time; or use the patent right to get a
better deal from or license his supplier; or use the patent for
trading and cross-licensing purposes.

Many firms, especially those' who have no antitrust uneasiness,
find comfort in a sizeable patent portfolio as a symbol of corporate
presuge reputation and strength to the trade; the consumer and
the investor. Patents also serve as a form of recognition to
employee-inveritors and are looked upon as incentive in recruit-
ment, reterition and productlvxty of ‘a technical staff.

Thus with these benefits in the offing and the government
bearing the costs involved, it is not surprising that corporate
management and patent directors use patents to government-
sponsored techriology as protective moats around corporate in-
terests. Attltudes of “what have we got to lose” and “better safe
than sorry” well might be the answer as to why contractors who
seldom market contract mventlons still fight so Vlgorously for title
to them.

As with the pollcy of title-taking and with the pollcy of flexibility,

the concept . of license” policy under government-sponsored re-
search and development contracting has had its chance for many

years and had riot had a case for it made by its advocates.

Needs and Objectives

Government p01|c1es are mstruments They are means to. ends If

a patent policy for government research and development con-

tracting is to be workable and effective it must accomplish the ends
or objectives which those affected by it seek. The- parties involved
in this instance are the government, the contractors, and the public

who pays. the bill. It should not be too difficult to come to

agreement .on fair and reasonable needs and objectives of each
Govemmgnt

~'All governmeit bodies are charged with particular missions and
responmblht:es -Those that provide for the national defense or
1mprovement of the public welfare seek better devices, systems and
services directly needed to carry out their governmental function.

P
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This is accomplished with the improvement and advancement of
technology brought about largely through contracts for research
and development with the prwate sector. Efficient. and economic
procurement of - this service requires the encouragement of
maximum - participation . of the: private sector in government-
sponsored research programs and the availability of the most
capable organizations in the relevant fields of -interest: The
government/industry relationship must in turn provide for whole-
hearted and enthusiastic support of the contractor. It must insure a
willingness to devcte best talents, pertinent background, existing
technology (whether proprietary or not),. facilities, and ail other
resources to the work of the government. There must be no
holding back in any regard—no isoldtion of personnel, technology
or skill which shuts off any ability of any type which would
contribute-helpfully to the direct and .vital interests of the govern-
ment’s quest for the tmproved technology -

A second objective of agencies engaged in research programs is
to encourage widespread use of the improved technology beyond
Jjust governmental use but to still higher ends of national policy
including promoting scientific progress, the advancement of knowl-
edge generally, and above all, economic growth. "
~ Other agencies and bodies, both executive and legislative, have
as a part of their missions a watchdog responsibility to oversee the
public impact of government operations. Their objective with ‘re-
gard to the functioning of government patent policy and: practices
is to guard’ against undesirable legal and economic side effects not
in the pubh( interest. R

Lontmc,tar

When a competent contractor part1c1pates in federal research
and developmpnt ventures, his desire, insofar as the government $
patent pollcy is concerned, is for equal and fair recognition by all
contracting agencies of the equxtles he brings to the project. He
seeks predictability as to protection of those equities at the time of
contracting and not_ after the fact. With assurances as to patent
rights when the contract is signed, he may then more freely apply
his best technical expertise and privately developed proprietary
mformauon without fear of losing all rights. as the result of his
participation in government research.

Basically then, the contractor’s objectlve is the optlon to cornmer-

% Note 60, supra at- 1Ll
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cially exploit inventions which might arise during the performance
ol rescarch under the contract. These inventions, in his opinion,
involve a-contribution over and above the mere technical research
SerVices paid for by the contract price. They represent his past
investment in expertise and knnw how, ete. which must be pro-
tected and recovered,

Furthermore, he faces many built-in. deterrents to commerciali-
zation of an invention: the usual high cost of development; the risk
of tailure, either because the public will not accept the new product
or because the process will not be commercially satisfactory; the
risk that the process or product may soon become obsolete; the risk
of imitation; etc. To enable him to protect risk capital and to
recover past investment, free from unfair competition from other
commercial practitioners of the invention who have not made the
same or similar capital investment, the contractor needs to be
guaranteed the exclusivity. afforded by the patent system.

Public

Agenc:es such as the Department of Defense tend to view pubhc
interest in patent policy in terms of “more bang for the buck.”
Improved national defense for the least cost has got to be first
concern of this mission-oriented agency. Other public objectives
quite naturally are secondary, ‘

However, since government is the servant of the people, those
public needs to be served by government patent policy become the
government’s objectives by definition. For example, an_ effective
policy must preclude undesirable economic consequences such
as concentration of economic power in industry, oppressive
monopolies, absence of competition in the marketplace, and the
like. These are 1eg1tlmate public interests which are policed by laws
and regulat:ons covering all government policies and commercial
practices. Since the record shows little chance of abuse of these
interests as the result of patent policy, the prime public objectlve
which the government’s patent policy should accommodate is the
public benefit received for the sc1ent1ﬁc research Wthh the publlc
has paid for. .

At the present time, the publlc 1s bemg taxéd at an annual rate of
$20 billion for government-sponsored research and development.
The major portion of this is directed toward national defense and
space accomplishments. However, the knowledge generated in-
volves all branches of technology. I it were channeiled to commer-

&
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cialization, in ‘all probability the-national economy would be en-
hanced, new business enterprises would ‘be' organized and the
operatlons of cxnstmg business enterprises expanded with result-
ing increase in employment improvement in the standard of
living, improvement in choice and benefits to the consumer and
increase in tax revenues. As the real purchaser of research, the
taxpaying consumer is entitled to the addlnonal commercial ben-
cfits from his tax dollar.

A patent policy which deprwes the pubhc of prompt and
efficient commercial utilization of new technology developed under
government- sponsored research and development fails to give the
public full return on its investment. This is a public objective which
the patent policy of the federal government should not allow to be
eclipsed by the objectives of the program agencies, the contractors
or the competition watchdogs. .

A Plan To Meet Needs. and Objectives

Polzcy

“Miles’ Law” says that where one stands on any issue depends on
whére one sits. So it has been with proposals for government
patent policy. Proponents of both title and license policies continue
to define the public interest in terms of their own objectives. As the
debate goes on and on, the need of the public for the return of
technology to the marketplace remains as far from satisfaction as it
ever was. If the problem is ever to be resolved, it would seem that
what is needed 'is a patent, policy that satisfies the needs and
objectives of government programs, industry -equities and con-
sumer use. If it does this and at the same time brings uniformity to
the government’s treatment of its research contractors everyone
stands to gain.

Accordingly, it is proposed to formulate a government-wide
policy which would use a uniform contract clause for a single
disposition of patent rights in all instances: Under the plan, title to
all subject inventions generated under government-sponsored re-
search and development contracts would vest in the government.
In furtherance of the public interest at the commercial .mar- -
ketplace, the contractor would have an automatic optlon for au-
thorization by the government to. commercially dévelop and mar-
ket an invention made under- contract.®® Such commercial authorl-

89 In 1971, as a member of a task force under the-Commission 'on Government




46 IDEA

 zation would be revokable by .action of the government upon
failure of the contractor to. meed such conditions as hereinafter
provided. -

Procedure

* Under thls proposal, a uniform patent rights clause would be
used in all research and development contracts by all agencies for
all types of technology with all types of contractors. This clause
would form the basis for the following outline of procedure:

1. Disclosure and Declaration. Each invention conceived or first
actually reduced under a government cotitract would be disclosed

to the government and accompanled by a declaration by the

contractor of its interest in commercializing the invention.

a. Interest. A declaration of interest in commercialization by
the contractor would include an agreement to prepate and file an
application covering the subject invention in the U.S. Patent
Office™ within a specified period of time.™ Such declaration and

Procurement, this writer recommended what was basmally this plan anid proce-
dure as the alternative to wasting time trying to choose between the age-oid
solutions of license or title policy. For the most part, industry represetitation on
the task force clung to the license policy normally used in defense contracting as
the appropriate proposal to be made to the Commission. The stand-off resulted in
the task force report readlng as follows:

“A. With the exceptlon set forth in 5(A)}3) below, contractois shall be

~guaranteed “at the time of contracting ‘a first. option' to the exclusive
commercial . tights _in - all inventions. made in . performance  of
government-funded contracts. (The term_ ‘exclusive commercial'righ_ts’
should be understood to include either title to the invention or an
exclusive license thereto with the excepiion that as the term relates to
“foreign patents or patent applications: it means title).”

“Thus, instead of making a bold and constructive move ‘to resolvé the long-
standing dilemma, this proposal begged the issue and passed the buck to the
Commission.”

. The Commission.in turn took the easy way out in its final report It concluded
that any substantial-changes in law-and policy in this area should await further
assessment of the-actual experience under the revised Presidential Statement of
Government .Patent Policy. If evaluation of experience under the revised Presi-
dential policy should indicate a need for further policy revisions, the Commission
urged that there then be consideration of an alternate approach allowing cortrac-
tors to obtam commercial’ rights but rul:get:tmg these rights to a strengthened
*march-in"- procedure.

. " Expense of preparation, prosecutlon and fees connected with the patentmg
" of the invention should be shared by the government and the contractor. Since
the movement of government-owned technology to the commercial market is in
the public interest, the government should contribute-to the cost of its protection
to that end. Also if the contractor feels.that authorization to commercialize the
government’s invention is of value, it should be willing to share equally in the cost

e
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subsequent filing would assure the continuation of commercml‘
authorization by the government for a period of two years. from
the date of disclosure, for the purpose of further determining the
degree of patent protection obtainable and market potential and.
for developing a plan for commercial utilization. :

b. No'Interest. A declaration of no-interest in commercializa-
tion by the contractor would terminate the commitment for com-
mercial authorization.™ : : :

2. Plan for Commercial Utilization. Two years after-‘disclosure of
an invention and declaration of interest, the contractor would
present in writing a plan acceptable to the agency for-commercial
utilization of the invention™ within a period not to exceed three
years. In special circumstances where a three-year timetable was
shown as not feasible; the ageney could extend the period for
commercialization as appropriate.

a. Plan Content. The contractor’s plan for cornmer1c1a1 utili-
zation should .cover its general scheme for development, promo-
tion and marketing including estimated resource commitments and
time schedules. The plan should provide greater impetus to con-
sumer accessibility than mere availability for licensing and. the
contractor not capable or not planning to manufacture and market.
the invention on its own would be expected to assume accountabil-
ity for commercialization and would -specify. the coopcratmg in-
dustnal concern(s) to be involved.?*

of patenting, Furthermore, this:should help avoid any tendency toward superficial”
evaluation of the commercial potential of the.invention by the contractor. Legal
tile to the application and patent covcrlng the invention would be in the
government,

™A reasonable period ‘of time for filing would -be the provision .of the Armed
Services Procurement Regulation, § 7-302.23 requiring-that the contractor shall
within six (6) months after election (or such longer. perlod not to exceed one (1Y
year after election, as may be authorized by the contracting officer) file or cause to
be filed a patent application in duefofm: This would assure Teasonable prompt-
ness to avoid loss of rights and.delay in ultimate commercial application,

" An invention declared to be of no interest to.the contractor would be
evaluated by the sponsoring. agency to determine desirability of paténting to
protect government use and future commercial authorization. An invention not
patented :by the government would be dedicated to_ the public. =

" Guidelines woulcl be developed to assist agencies in evaluating plans for
utlll?atlon ' ’

™ Universities, non-profit institutions and other contractors not engaged in
manufacturing should be aliowed to profit from their equities-in inventions the
same as industrial producers. However, commercial utilization is the prime con-
cern behind - authorization by the  government. to expleit its- technology and
cxperience has shown that willingness:to license; standing alone, has-a poor record .
for accomplishing commercialization,
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“b. Progress Reports.. During the period covered by the plan
for bringing the invention into commercial utilization, the contrac-

tor would provide the agency with periodic reports setting forth

the progress:made relative to the approved plan.”® A subsequent
declaration by the contractor of disinterest or abandonment of the
plan to commercialize the invention (or evidence of such disinterest

or abandonment) or unreasonable failure of progress would be
cause for steps by the agency to revoke its authorization and to
seek others to commercialize the invention on a nonexclusive or

exclusive basis as required.
- ¢, Final Report. At the end of the period agreed upon for

commercialization, the contractor would report to the agency
‘whether or not utilization as covered in the plan has been achieved. -

If utilization has not been achieved, the agency would take steps to
revoke the commercial authorization unless satisfactory evidence is
presented that the time for commercial utilization should be ex-
tended further.

4. Conunumg Rights. Whenever commermahzatmn is shown to

have been achieved by the contractor or its licensee within the. time
agreed upon by the agency, the commercial. authortzatlon would

be ‘continued for another seven.years subject to provisions set forth
in paragraph 5 below
5. Prouvisions.

a. The contractor as the sole commeraal authorlzee would;‘ o
be permitted to authorize -others to market the invention on a

nonexclusive or exclusive royality-bearing. basis..

b. If the contractor permits’ utilization to cease, the agency
could require the contractor to authorize a responsible applicant to

market the inverition on a nonexclusive or exclusive basis and on
terms that are reasonable under the c1rcumstances
¢ Any. invention— :

(n the developmemt of whlch was 1ntended for pubhc use;
or
@ Wthh is requn‘ed for pubhc use by government regula-
tions; or .

(3) whichis dlrectly concerned w1th the publlc health safety
or we]fare, or
4 whlch is in a field of science or technology in Wthh

™ An annual report of snmple format requmng a. mmlmum of administrative
effort on the part:of both-the contractor and the agency should be sufﬁaent to
insure good faith and reasonable progress in the contractor’s efforts to return the
technology to the pubhc on the commercial marketplace
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there has been little significant experience outside of work funded

by the Government or where the Government has been the princi-

pal developer in the field—

to which the contractor continues to retain exclusive commercial -

authorization must be made commercially available to adequately
fulfill market demands and at a reasonable price under the cir-

cumstances. If the contractor fails to so commercialize the inven-

tion, the government could reqmre the contractor to authorize a
responsible applicant to market the invention on a nonexclusive or
exclusive basis and on terms that are reasonable under the cir-
cumstances.

d. Failure on the part of the contractor to carry out any
requirements in paragraphs b and c¢ above, subject to appropriate

review as set forth below, would be reason for the agency to

terminate the exclusive commercial authorization, -

e. If for any of the specified reasons the contractor’s exclusive
commercial authorization should be revoked, he would retain a
nonexclusive royalty-free authorization under the invention, re-
vokable only upon determination by the government that exclusive
authorization to another party is needed for commercialization.

6. Patent Rights Review Board. An interagency review board’®
should be established to resolve matters. concerning: ‘ '

a. Dispute as-to acceptability of a plan for commercial utiliza-
tion of an invention.

"b. Dispute as to. acceptable progress under a plan for com-
mercial utilization of an invention.

¢. Dispute as to time allowed for commercial utilization of an
invention,

d. Dlspute as to actual achievement of commercial utilization
of an invention.

e. Determination relatmg to commercial authorlzatlon to,
others where: -

(1) Commiercial utilization has lapsed;
(2) Market demands are not met;.
'(3) Market price is unreasonable; or
(4) Royalty rate is unreasonable.
8 Preferably, this Board: would not involve the establishment of a new govern-

ment agency..-An. administrative staff comprising an Executive Secretary and.

appropriate clerical assistanis attached for logistic-and technical support to such
an office as the new Office of Federal Procurement Policy. of the General Services
Administration should suffice. Board members could be designated by agencies
involved in contract research and development programs and could review cases
coming before the Board sitting in panels of three members.
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f. Any action of revocation of the contractor’'s commercial
authorization by an agency

A dvantqg(ﬁs _

The government-wide use of a single patent rights clause vesting
legal title in the government with' a guarantee at the time of
contracting to the contractor who'can profit commercially by active
pursuit of the market should present 2 policy which most nearly
attains the goals of uniformity, predictability, participation, utiliza-
tion, competition and administrative ‘ease.

First of all, every agency would treat every contractor and every
technology- alike with régard to the distribution of rights in inven-
tions resulting from government-sponsored research and de-
velopment.”” This is as it should be. A “flexible” patent policy
which is all things to all people has done little more than per-
petuate the state of general chaos and dissatisfaction. The private
sector is entitled to be able to - deal with:the: many different
representative agencies of the federal government under uniform
conditions. The agencies; who seck capable research assistance
from the private sector to carry out ‘programs;- should not be
competing with one ‘another in terms of patent policy. Executive
direction and congressional overseeing of the functioning of gov-
ernment should not be subjected to a potpourri of ageney policies.

This plan has the attraction of the present license policy of the
" Department ‘of Defense for the serious entrepreneur to step for-

ward and undertake government research and-development work,
apply his' most effective resources and produce a quality product.
If offers the contractor predlctablhty at the time‘of contracting as
to his commercialization of possible inventions with equal and fair
consideration of his cqumes The fate of his guaranteed option to
protect his investment in expertise, know-how and commercializa-
"7 While this paper is addressed to the question of relative righi:s of the
government and its contractors to inventions, this writer sees no compelling
reason why the same patent policy should not be-equally applicable to government
employee—inventprs.-Th_at the government employee should have less an oppor-
tunity to profit commercially from an invention. than say 2 university, institute or
other nonmanufacturing contractor seems. neither equitable- nor practical. If the
-~ employee-inventor, who - certamly has- the gredtest -technical expertise in the
‘invention, has sufficient“get-up-and-go™ to have the invention developed and
marketed through an intermediary, why should the public not benefit from this
“technology also? The same advantages to all parties. would apply and the govern-

ment would then truly have a single uniform- government patent pohcy for all of
its :.ponsored research and development
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tion is affected only by action on his part to fail to properly pursue
the market. Agency attitudes and requirements concerning details
of commercialization are reviewable by an interagency board which
is a safeguard for the Lontractor dnd a force toward unlforrmty of
approach. :

By pr ovxdmg an incentive to pdruupauon the plan should
maximize interest and competion in government research and
development contracting. ‘As to competition at the marketplace for
the individual invention, it'is a2 moot question if no one is willing to
invesi risk capital for commercial development and marketing.
Control of commercialization remains in the hands of the govern-

ment. The deal is use it or step aside and let someone else use.it. .

With legal title in the government, the contractor’s exclusivity can
be revoked administratively upon failure to move the technology to
the marketplace. On the other hand, to leave legal title in the
hands of the contractor, could require legal action by the Depart-
ment of Justice for the government to gain control in the event of a
contractor’s. suppressing the technology by failure to com-
mercialize.

The system initially places the commercial development . of an
invention in the hands of the party normally most hkely and
capable of accomplishing the task and provides the incentive for
the risk capital required to bring it to the marketplace. The right of

the government to authorize commercialization by others or re- -

quire the contractor to do so upon failure to properly com-
mercialize also provides greater assurance -of utilization of
government- -financed invention. Thus the dominant public interest
is-served. This. is the maximum opportunity to see tax-supported
research and development returned promptly and effectively to

public use in the commercial marketplace With this, the taxpaying -

consumer has the opportunlty and right to purchase a product he

invested in or ignore it in favor of an alternative product. At the
same time the public gains from all the benefits to the -economy

which flow. from the additional commerc1al activity.

Insofar as technology relating to pubhc health, safety, etc. is
concerned, the control of market satisfaction and price by either
the government or third-party 1nterest should produce the effect

of open competition. Other government sponsored technology'

placed on the commercial market will havé to compete-in price and
quality with alternative products. The appearance of government
technology on the commercial market provides a healthy stimulus’
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to “leap frog” technology by the private sector as competltors vie.

for the public’s business.
Finally, the contractor, the government and the tdxpayer all

stand to gain from a government patent policy that provides for

case ol administration. The rules of the game are uniform and
clear for the contractor. He knows what his rights will be as long as
he holds up his end of the bargain. His accountability to the

government for progress and accomplishment of commercializa-

tion is no ‘more, and probably less, than the intra-organization
control kept on any other product marketed. The federal agencies
would be freed of the struggle over selection of appropriate patent
rights clauses that goes on under the present “flexible policy.”
Fewer patent attorneys should be needed to protect government-
owned inventions if contractors see an incentive to assume com-
mercialization: All of this benefits the taxpayer who pays the bills in
the end.

Gowrnment Licensing

ThIS proposal, thus far, has concerned itself pnmarlly with the "~ -
conitrol and use of inventions made under government-sponsored
research and development contracts. The federal government has

in its portfolio some 25,000 patents covering inventions made by
government employees or contractors under present “title- cir-
cumstances” or in which the empluyees or- contractors concerned

have waived the opportunity to claim title. This-is a correlated
condition which also deserves attention. Over the years, objection

has been raised to the government taking title to inventions: and
then doing nothing with them.”® The unpredicted phenomenon of
government predominance in research and’ development since
World War II has generated in the governme'nt’s‘ hands the largest
portfolio of patent rights in the nation. Because the govermment
has practiced a policy of 1gnor1ng the function of the patent
system, this vast property holdmg is nullified ‘with the result that
publicly-financed technology is not returned to the publlc m the
commercial marketplace.

If must be recognized “that the plan outlmed above, wh1ch'
inaugurates a “fish or cut bait” policy ‘with regard to contractor

utilization, might well tend to increase’ government:title holdings.

™ Forman, “Sta"te_mer.lt Before Subcommitteée United Stdtes Senate,” 47 J.P.O.S.
807 (Oct. 1965); Watson, “Manageiment of Government-Owned Inventions,” 21
Federal Bar Journal 123 (Winter 1961}
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With thé failure of Congress to act, it is imperative that the
Exccutive Branch, as custodian of government patent property
rights, go it-alone if necessary and couple the plan with a viable
administrative solution which will utilize these rights for public
benefit. The logical approach is the comprehensive licensing prog-
ram recently promulgated by the Administrator.of General Sevices
and now pending before the courts. Judgment based on the law of
patent licensing and not ideology should support this as a valid use
of government property and not an unconstitutional dlsposal of
property.

Patent property is unique and in a sense sui generis. Patents are
created solely by federal statute and their status, ownership and
mode of transfer are controlled by legislative enactment.” There-
fore, it is necessary to look to the federal patent statutes when
dealing with patents to ascertain the property interest involved and
to determine by whom and how this property can be transferred or
alienated.

The property right represented by patent ownership is probably
one of the most misstated and misunderstood principles in the law.
The Act of July 4, 1836, ch. 357, § 4, 5 Stat. 119, confusingly
defined the rights granted to a patentee as “the full and exclusive
right and llberty of making, using, and vending to others to be
used, the said invention and discovery.” This mlsgundance has been
repeated in succeeding acts and many court opinions over the
years,

()bvmmly, it is not the statutory patent grant, but common law
which gives the right to make, use and vend an invention® and
even a patentee may be unable to practu_e his invention (or transfer

“A patentis a public asset of great value when it is used as it is mténded

" to be used and the fact that its holder may profit substantially because of
his freedom from compettion for a limited period is a happy cir-
cumstance which justifies the patentee’s effort and encourages others to
become active. The patent itself sells nothing and the public is always the .
ultimate -judge as to whether or not the invention is worthwhile since it -
will not-be accepted if not beneficial or if too highly priced.

When it is not put to the use intended, as when it is held by Government
and the invention covered thereby is made available to all, the patent has

but little greater value than any other printed disclosure of the inven-
tion.”

7 Ser Crown Die & Tool Co v. Nye Tool & Machine Works, 261 U.S. 24 (1923),
Gayler v. Wilder, 51 U.S, 477, 494 (1850},

8 See Continental Paper Bag Co. v. Eastern Paper Bag Co., 210 U.5. 405 (1908);
Crown Die & Tool Co. v. Nye Tool & Machine Works, 261 U.S. 24 (1923); L. L.
Brown Paper Co. v. Hydroiloid, Inc., 32 F. Supp. 857 (D.C.N.Y. 1939).
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that right) because of a patent granted on a' prior dominating
invention.?! Since the right to make, use and sell the patented
article is not derived from the patent,®* the right cannot be' trans-
ferred to a licensee.

As elementary as this concept is, the patent property rlght “the
right to exclude others from makmg, using or selling the inven-
tion,”®* was not accurately defined in the patent statutes until the
Act of July 19, 1952, ch. 950, 66 Stat. 792 (35 U.S.C. 154). Section
154 of Title 85 shows that the only property granted by a patent is
the right to sue for infringement:

Every patent shall contain a short title of the invention and a grant lo

the patentee, his heirs or assigns, for the term of seventeen years,

subject to-the payment of issue fees as provided for in this title, of
~ the right lo exclude othérs from making, using, or selling the invettion

throughout the Unifed Smtes, referring to the specification for the
particulars thereof: . . . (Emphasis added.)

It is the intended treatment of this specific property rlght that
must be kept in mind when distinguishing between a disposition
and a utilization of the patent right. The difference between a

license under a patent and an. aseugnment or disposal of the patent
right is that the former gives the recipient immunity from suit for

infringement and the latter gives the recipient the right to sue for-
infringement.®* Accordingly, it follows that if the governmient as
licensor does not grant to the licensee the right to sue infringers, it
retains the property right to itself and does not transfer or dispose’

of it.

It should be noted that the property right established by the
patent grant is positive, not negative, and comes into existence by
virtue of the Patent Act. The patent does not grant the right not to
exclude. The government, or any other owner of technology, can
follow a course of inaction. The right to exclude is the sole property
right gained by the government when it patents its technology. That
right is not lost, réduced or abridged, but if fact is assured of positive

utilization by the government when used to provide its guid pro quo for

necessary private risk capital in.a cooperative effort with a licensee to
bring the technology covered by a patent to the pubhc in the commer-
cial marketplace

# Ser Temco Electric Motor Co. v. Apco Manufacturmg Co., 275 U.5, 319

(1927).

82 See Bell & Howell Co. v. Spoor 216 Il App. 221 (1919)
83 Ethyl Gasoline Corp. v. United States, 309 U.8. 436 (1940).
8 See Bloomer v. McQuewan, 55 U.S. 539, 549 (1852); see also, Ellis, “Vahdlty of

Doctrine that a Full Exclusive License is-in Fact an ‘Assignment,” 34 j P.O.S. 643

(1954).
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If the legal skirmish over exclusive licensing is eventually lost by
the Executive Branch, it should fall back on the surplus property

management channels to move its patent property to the commer- .

cial marketplace.
in the. Federal Property and Administrative Scrvnces Act of
1949, Congress authorized:

Any exeutive agency designated or authorized by the Administrator - .
to dispose of surplus property may do so by sale, exchange, lease, .
permit, or’ transfer, for cash, credit, or other property, with or
without warranty, and upon such other terms and conditions as the
Administrator deems proper, and it may execute such documents

. lor the transfer of title or other interest in. property and take such
other action as it deems necessary Or proper to dispose of such
~ property under the provisions of this subchapter.®® '

Su:plus property is any excess property®’ (mcludmg patents)®® not
required for the needs of all federal agencies.?

Agencies have the common law right to use ther mventlons for

agency needs. The government patent is defensive. Its property
right, the right to exclude, is neither needed nor. used by. the
agency and thUs seems to fit the statutory definition of *surplus

property.”

So it would appear that patent property, like other forms of
government-owned property, once declared to be surplus could be .

made available to commercial entrepreneurs on conditional leasing
or transfer- arrangements. The surplus property route is perhaps
more cumbersome in its administrative execution and less conven-
tional in tfeating patent rights than is licensing. Nevertheless, it
scems entirely capable of accomplishing the same objectives.

As another alternative route to commercialization, an agency .

mlght act by means of its contracting authority to move its inven-
tions to the commercial marketplace. From the Federal Procure-
ment and Administrative. Services Act and the Armed Services
Procurement. Act, the various agencies of the government have
authority to enter into contracts. for services relating to agency
programs and responmbﬂxﬂes and in the public interest.
Contractmg has grown to such proportlons and to such sophisti-

cation that techmques to accomplish agency and public interest '
objectives are many and varied. Agencies enter contracts for feasi-

8% Act of June 30, 1949, ch, 283, .63 Stat. 378.
85 40 U.S.C. § 484(c).

5740 U.S.C. § 472(e). The term “excess property means any property- under

the control of any federal agency which is not required for its needs and the
discharge of its tesponsibilities, as. determined by the head thereof.

%40 U.S.C. § 48B(c)2).

40 US.C. § 472(g).
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bi'lity -studies, public advertising, technology atilization, trade .

promotion, etc. Contracts customarily provide for appropriated
funds as compensation for services rendered. However, there is no
requirement that the expenditure of appropriated funds be a
condition of the award of a government contract. In fact, agencies
today enter joint or cooperative efforts by contract or grant where
government-furnished equipment, technology, facilities, etc., as
well as funds are combined with contractor contributions to work
toward a common interest. _
Currently, there is intense interest and effort at all levels of
government in transferring government technology to the private
sector, Creation of jobs, stimulation of the domestic economy,
improved foreign trade, and greater return on research and de-
velopment outlays are among the reasons for this drive. Mission
oriented agencies such as the Department of Defense, the National
Aeronauti¢cs and Space Administration and the Atomic Energy
Commission which spend billions of tax dollars on research and
development now consider technology transfer a legitimate re-
sponsibility and have on-going programs to this end.
Unfortunately, the fact remains that the great bulk of
government-sponsored technology involves considerable financial

" outlay and risk in its commercial development and marketing.

Presumably, an agency could extend its research and development

“program to include commercial as well as government utilization of

new technology and ﬁnance the extension with " still ‘more- tax
dollars. - - = : ‘ .
A far better approach would ‘be for an agency to utilize the

- dormant property right represented by its patent portfolio as ail or

part of the government’s quid pro quo in exchange for commerciali-
zation by an interested contractor. Inventions could be publicized
with a request for proposals for developing and marketing on a

- nonexclusive basis. The govérnment’s contribution to the joint

effort would be cominercial authorization in the form of immunity
from exclusion under the government’s patent right. If no re-
sponse was received to this appeal, the offer could then be made
on an exclusive basis. All of the same provisions, conditions,
checks, etc., which have been 1ncorporated in the license regula-
tions could be placed in contracting guidelines of the Federal
Property Management Regulations and the Armed Services Pro-
curement Regulation to accomplish the same objectives and
government-wide. uniformity which the llcensmg program set out
to accomplish.

ST
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Conclusion

Since the close of World War 11, the American public has been
asked to invest more than two hundred billion tax dollars in
federally-sponsored research and.development (over eighty billion
in the last five years alone). While the technology generated has
undoubtedly been invaluable in the furtherance of government
programs .in. behalf of the nation,. there is little -evidence of its
movement to the commercial marketplace :where the taxpayer/
consumer and the civilian economy could be benefitted.

While the public continues to be denied its investment at the
marketplace, the debate continues as to the best way to resolve the
dilemma, The argument over the decades has centered on whether
the government should follow a uniform title or license policy.
Attributes and accusations relating to these antipodal solutions
have been flung back and forth with little new being said for at
least a decade. The truth of the matter is that neither appreach

accomplishes. the total objective. Title policy offers no incentive to

the private sector:to participate in.and.innovate under government
research and development nor -dees it attract the :risk capital
needed to move technology to commercialization. On the. other
hand, use of a license policyis constantly opposed.as-a .giveaway
program by those ‘who advocate :dedication :to -the -public. .Also
disappointingly ‘few :contractor-retained :inventions seem to- move

- promptly to the marketplace. for benefit:to:the consumer. On top

of this; eleven years of Fxecutive: initiative in. the .form “flexibility”
has left government patent policy- still a-kaleidoscope- of individual
agency practices .and the situation :as :muddled as -ever.

The nation is entitled to:a single .uniform:patent ;policy to guide
its governmental operations .and one which “will serve ‘the needs
and objectives of the private sector, the: government.and.most of all
the public. The uniform approach of vesting:legal title to-all subject
inventions in the government with an automatic option to the
contractor for government authorization to- comm‘erciall'y develop
and market such inventions -should satisfy :the 1nterests of all
parties concerned.

With the national temperament and support shifting .more and
more toward society oriented goals {e.g., standard of living, health,
environment, etc.), industry well may be risking the loss of the
battle by getting hung-up on what is largely semantics. The open
objective of government contractors has been commercial rights to
inventions made under government-sponsored research and de-
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velopment. By guarantee of commercial authorization at time of
contracting, the contractor would be assured of this objective, if he
is in fact a serious entrepreneur and would apply his risk capital to
bring the invention into the stream of commerce. The plan would
give him two years to make up his mind and another three years to
commercialize. From that point he would have seven years to
recoup his investment and hopefully make a profit. His objective
sutters nothing from the government holding legal title with com-
mercialization at his disposal. :

Al the same tlme legal title places control in the government for

a “no nonsense” effort to provide the public with its technology at
the commercial marketplace. This should go far in reducing both
political opposition and legal and administrative complexities Also

government agencies would have the wherewithal for maximizing.

research and development participation and results and the com-
mercial utilization of new technology.

The American public has paid for.government technology It.

deserves the right to accept or reject this technology at the com-
mercial marketplace and to a uniform patent policy which will
accomplish this to the greatest degree.. Opponents of the concepts
of the patent system, be they liberal politicians, consumer advocates
or antitrusters; must not succeed in isolating the pubhc from this
_ technology with unsubstantiated fears of economic. concentratlon
and market abuse. .

Thirty years of patent pollcy debate .is enough—let us get on
with the job. It is time for. compromlse

Vi
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Summary

Post World War I1.industrialization has %.brought:about-;an,:evef- :

increasing -governmental :investment :within -private :industry. The
results . of research and development lead :to ;pracesses:and prod- .
.ucts -which :have potentially -marketable :use, but:such use.is often-

times abrogated by .governmental :policy. The .disparate patent
policies apphed to research programs.are: based:both.on. leglslatwe B
and .executive action resultmg in provisions -with :either no . pollcy
statement at.all.or:one that is very specific :and +highly irestrictive.

Two schools .of :thought- disagre€ .as-to title :to:invention ‘derived
from government funds: (1):that:the; ;government ; should .aequire
only ‘those rights to .invention which .it .needs for ;governmental
purposes; or (2) that the government -should acquire all rights.to
inventions conceived under - government-sponsorcd ~research.
Neither philosophy has made significant.pregress in-providing for
the return of federally supported technology to the marketplace, it

18 tlme for compromlse

Words -and .. Phrases
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U.S. Government
Agencies
AEC
- Department of Agriculture
" Department of Defense
Department of Justice
NASA
Federal Council for Science and Technology
Patent
Procurement
Research and Development
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